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1. Introduction 

1.1. The Long-Term Financial Plan (LTFP) 

I. Is a regulatory requirement and forms part of Rous County Council’s (Rous) 
Resourcing Strategy within its Integrated Planning and Reporting (IP&R) Framework.  

II. Is based on a financial planning period of ten years from 2024/25 to 2033/34. It is 
relevant to note that Rous also prepare a 30-year financial plan (not presented as part 
of this document) that provides an intergenerational financial outlook and meets the 
guidelines of the Integrated Water Cycle Management Strategy (IWCMS) administered 
by the NSW Department of Planning, Industry and Environment – Water (DPIE). 

III. Is designed to assist financial decision making. It includes revenue and expenditure 
forecasts and asset projections, all of which are based on several assumptions. 

IV. Is used to test whether Rous has the financial capacity to satisfy the goals set out in 
the Business Activity Strategic Plan (part of the IP&R Framework). 

V. Measures short, medium, and long-term sustainability. 

VI. Is expected to identify if there is an unacceptable risk in one or more of these time 
horizons, with sufficient foresight to enable a remedial strategy to be agreed. 

VII. Is updated annually in conjunction with the Delivery Program and Operational Plan. 

2. Rous’ financial position 

Rous has five distinct reporting units that are combined to form one entity referred to as the 
consolidated organisation. The ‘bulk water reporting unit’ is the dominant entity and in a financial 
sense comprises over 76% of the consolidated organisation. 

Graph 1: Forecast operating expenditure 2024/25 shows the forecast operating expenditure of 
each of the reporting units in the 2024/25 financial year. 
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Graph 1: Forecast operating expenditure 2024/25 

  

The chart illustrates how the bulk water reporting unit dominates the financial landscape of the 
consolidated organisation. Therefore, it is relevant to note that a summary of the financial position 
of the consolidated organisation tends to primarily reflect this unit. 

Main income source: Constituent council contributions for the supply of bulk water 

This income source is considered to be reliable and secure. The contributions payable by each 
constituent council are calculated based on the previous year’s water consumption. The actual 
income to be received by Rous in the forthcoming financial year is known by approximately March 
of the preceding financial year. 

The reliable nature of the income allows Rous to plan for sufficient funds to be raised to meet 
known expenditures, and to create a cash reserve buffer for unexpected financial events. Given 
the asset-intensive nature of the bulk water business, financial planning is very important. 

Expenditure can vary with the main costs relating to labour, chemicals, electricity and maintenance 
of an extensive array of assets.   

Control and management of assets valued >$770 million 

These assets include dams, treatment plants, pipes, land, buildings and plant and equipment. Both 
financial and operating planning are critical to ensure that essential services are maintained to 
satisfactory standards. 

Main water source is Rocky Creek Dam, but new water sources are needed 

Rocky Creek Dam and associated treatment and reticulation infrastructure currently carry no debt. 
However, due to the regional population growth and climate change, Rous will need to invest in 
new water sources or demand for water will exceed supply. 

The LTFP anticipates significant expenditure on new groundwater sources, referred to as the 
Future Water Program (FWP). Expenditure is currently estimated at $103 million over the next ten 
years. The FWP includes years of investigations into the best water source alternatives, increases 
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to the price of bulk water to accommodate external borrowings and research into possible grant 
funding from higher government tiers. 

In summary, it is a challenging time for the organisation both operationally and financially. In 
addition to managing all existing operations, alternative water supply options and financial 
management strategies are ongoing. A focus of financial planning is for Rous to continue to meet 
its service charter and remain financially sustainable into the future. 

2.1. Historical financial data 

Table 1: Historical performance provides consolidated historical financial information for the three-
year period 2020/21, 2021/22 and 2022/23. This information is useful to assess Rous’s previous 
performance and financial position. 

Table 1: Historical performance 

 

  
Actuals 

  
2020/21 
($000) 

2021/22 
($000) 

2022/23 
($000) 

        
Operating Result       
Operating Revenue 30,575 34,562 36,088 
Operating Expenditure 26,251 31,199 31,883 
Operating Result 4,324 3,363 4,205 
        
Adjusted Operating Result excluding Capital Grants and 
Contributions (911) (2,268) (971) 
        
Cash and Investments       
Total Cash and Investments 49,380 40,554 37,772 
        
Other Balance Sheet       
Infrastructure, Property, Plant and Equipment 497,086 510,498 569,037 
Outstanding Loan Principal 32,358 28,960 25,355 
        
Performance Indicators       
Operating Performance Ratio (Benchmark >0.00%) -4.92% -5.58% -0.88% 
Own Source Operating Revenue Ratio (Benchmark 
>60.00%) 78.85% 73.82% 79.50% 
Unrestricted Current Ratio (Benchmark >1.50x) 7.03x 4.26x 4.02x 
Debt Service Cover Ratio (Benchmark >2.00x) 1.59x 1.65x 1.71x 
Cash Expense Cover Ratio (Benchmark >3.00 months) 25.80 months 19.90 months 15.24 months 
        
Performance Indicators (including Capital Revenue)       
Operating Performance Ratio (Benchmark >0.00%) 14.14% 9.73% 11.65% 
Debt Service Cover Ratio (Benchmark >2.00x) 2.80x 2.73x 2.71x 
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3. Financial modelling 

3.1. Methodology 

The LTFP forecasts the ten years from 2024/25 to 2033/34, which meets the requirements of the 
Office of Local Governments Integrated Planning and Reporting.  

The plan presented aims to: 

• Determine the funding requirements of both the operational and capital works programs.  

• Identify funding sources to meet those funding requirements.  

• Document other life-cycle costs associated with system assets and business operations. 

• Ensure appropriate levels of cash and liquidity are maintained. 

• Forecast the long-term pricing structure. 

• Forecast the estimated financial position of the organisation. 

• Measure financial performance indicators against industry accepted benchmarks. 

The development of this LTFP is continually refined and adjusted to reflect the most current 
information. Therefore, it is important to note that this document presents the LTFP as at the time 
of development, being the adopted changes in the Quarterly Budget Review Statement for the 
quarter ended 31 March 2024. 

The estimates shown in the LTFP are expressed in ‘future dollars’. This means that the figures in 
the LTFP are inflated to reflect the actual dollar value that will be received or expended in that 
year. This is calculated based on the assumed level of inflation based on the Consumer Price 
Index. 

The LTFP is premised on various combinations of historical and current information as well as 
known and estimated future events.  

The accuracy of forecasting contained in the LTFP tends to decline annually as the closer the 
forecast is to the current day, the more accurate the estimated income or expense. This is because 
the number of unknown variables reduces annually. 

Every effort is made to update the LTFP regularly so that the current base case for each reporting 
unit and the consolidated organisation is as accurate as reasonably possible at all times. 

Due to size and scale, the bulk water supply reporting unit has been selected as the ‘host’ entity, 
which accepts all direct costs associated with corporate overheads such as management, finance, 
information services, human resources, etc. These costs are then apportioned to other reporting 
units, based on size and scale, existing practice and a sustainable path to full cost recovery.  
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3.2. How to read the LTFP 

This version of the LTFP has been shaped to reflect the primary structure of the organisation on a 
consolidated basis. A detailed version of the LTFP exists that explores the various functions of the 
organisation, which are known as reporting units. The detailed version is available here.  

The reporting units are: 

• Bulk water supply 

• Retail water supply  

• Flood mitigation 

• Weed biosecurity  

• Property. 

 
The LTFP can be viewed over three time periods: 

1. One-year Operational Plan – 2024/25 budget and is the primary focus (presented in blue in the 
report tables). 

2. Four-year Delivery Program – designated time under the Local Government Act 1993 that is 
intended to provide a medium-term financial vision for the organisation (presented in yellow for 
years two to four in the report tables). 

3. Ten-year LTFP – expands on the Delivery Program to provide a broader perspective of where 
the organisation is heading and what the threats and opportunities may be over ten years 
(presented in white for the remaining years within this report).   

Table 2: Colour scheme 

LTFP category Time period Colour scheme 
Operational Plan 2024/25  
Delivery Program 2025/26 – 2027/28  
LTFP 2028/29 – 2033/34  

 
It will be noted that the net cash movement (Table 4: Consolidated organisation operating 
performance) forecasts a zero in all years. This is because the annual cash movement is balanced 
via a transfer to or from reserve. Therefore, the net reserve movement indicates whether the cash 
reserve has increased or decreased over the period. 

It is important that the reserve balance for the organisation is sufficient to meet current operating 
requirements, forward capital works and debt servicing. Adequate cash reserves ensure the 
necessary liquidity to meet short-term obligations, i.e., creditor payments, loan servicing costs and 
payroll expenditure. 

  

https://rous.nsw.gov.au/integrated-planning-and-reporting
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Further, it is prudent that the cash reserve is at a level that includes tolerance for unforeseen 
events (budget shocks) that may impact Council’s ability to maintain service levels. Council has 
adopted a ‘Financial Reserves’ policy that sets a target for a minimum reserve balance for each 
reporting unit. This policy assists discussion when considering financial strategies and is referred 
to in different financial reports. 

3.3. Budget assumptions 

The budget contains numerous assumptions that are embedded within the figures. This document 
does not endeavour to summarise them all.  

Primary assumption: That Rous will continue to function in 2024/25 and beyond in a similar 
fashion to the current financial year. 

Table 3: Main budget assumptions provides a summary of the budget assumptions and presents 
the forecast price path of the primary income source for bulk water supply, retail water, flood 
mitigation and weed biosecurity.  

The projected price path will have a significant impact on the customers of Rous, namely, 
constituent councils.  

Table 3: Main budget assumptions 

 

3.4. Other assumptions 

Cost of living: Assumptions around rate pegging and salary and wages are based on different 
indices published by the Australian Bureau of Statistics and other financial journals. Consumer 
Price Index increases have been frozen throughout the LTFP in an effort to reduce operating 
expenditure. The estimates are updated as new information is received. 

Depreciation: The assumption of 1.5% is an approximate average for the useful life of an asset, 
with only basic intervention, of 66 years. Obviously, the actual lifespan varies depending on the 
asset and the reality is that the depreciation figures included in the LTFP are primarily based on 
the depreciation figures used in the annual financial statements. The figures in the financial 
statements represent the culmination of detailed work, per reporting unit, from individual asset 
registers. 

Loan interest rate: Premised on research with different banks and financial institutions. 

Investment interest rate: The rates are based on market-based predictions of the future. 

Contribution price paths: The proposed price path for each reporting unit is determined by 
assessing the financial performance and position of each ‘business’. The aim is to ensure that 
each business remains financially sustainable over the long term without any reduction to service 
levels nor any unnecessary accumulation of cash reserves. It is assumed that the constituent 
council’s will be in a position to service their payments to Rous when they fall due.  

Main Assumptions and Projected Price Paths
2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Consumer Price Index 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
Rate Pegging 104.60% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00%
Depreciation Movement 101.50% 101.50% 101.50% 101.50% 101.50% 101.50% 101.50% 101.50% 101.50% 101.50%
Salary and Wages 102.00% 103.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00%
Bulk Water Cost for Retail 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 101.00% 102.00%
Loan Interest Rate 6.50% 6.00% 5.50% 5.00% 5.00% 5.00% 5.00% 5.00% 5.00% 4.95%
Investment Interest Rate 4.50% 4.00% 3.50% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 2.05%

Flood Council Contributions 108.00% 105.00% 104.00% 104.00% 103.00% 103.00% 102.50% 102.50% 102.50% 102.50%
Weeds Council Contributions 104.60% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00% 102.00%
Bulk Water Council Contributions 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 107.00% 102.00% 102.00%
Retail Water 108.00% 108.00% 108.00% 108.00% 108.00% 108.00% 108.00% 108.00% 102.00% 102.50%

https://rous.nsw.gov.au/page.asp?f=RES-HES-31-15-86


Long-Term Financial Plan – 2025-2034  |  Concise version      |      Page 10 of 26 

Future Water Program (FWP): Based on Rous’s decision in 2021, the current version of the plan 
includes new groundwater sources at Alstonville, Woodburn and Tyagarah. 

Estimates of capital and operational expense associated with the FWP are continually being 
refined and modified.  

This is due to both the high likelihood of financial adjustments being required and the impact of 
those changes on the organisations financial plan. 

Population growth: Most Rous revenue streams are calculated by methods that are independent 
of growth. However, growth is very important when forecasting developer contribution income and 
strategic asset expenditure. 

Assessing growth for Rous involves research on each constituent council individually as they all 
have different projections. The results for each council are amalgamated to provide the Rous 
forecast. 

4. Financial Plan 

The tables shown in this section of the LTFP are current as of March 2024.The commentary that 
accompanies the tables is intended to be very general in nature, giving an overview perspective 
only. A detailed version of the LTFP is available here and commentary will be contained in the 
report that accompanies the LTFP when presented to Council. 

Table 4: Consolidated organisation operating performance shows the forecast operating 
performance of the consolidated organisation, including capital movements, reserve transfers and 
the estimated cash reserve balance at year’s end. 

 

https://rous.nsw.gov.au/integrated-planning-and-reporting
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Table 4: Consolidated organisation operating performance 
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Key points on operating performance 

Recent history 

An operating loss before capital grants and contributions has occurred in each of the last three 
years. Capital revenue through Section 64 contributions is Council’s second largest source of 
revenue and with this revenue included, surpluses have occurred. 

The Bulk Water price continues to increase to improve Council’s financial performance and allow 
for the additional capital works associated with the Future Water Program. 

Rous is currently providing administrative services to the Northern Rivers Joint Organisation under 
a fee for service arrangement. 

Ten-year forecast 

The forecast is for a continuation of operating deficits (excluding capital revenue) until 2028/29. 

There are numerous factors influencing this forecast, but the predominant issue is a need to 
borrow funds externally to pay for new capital works within ‘Bulk water’. The plan anticipates 
raising loans of $50 million over the next ten years. The price of bulk water is increased to raise 
funds to repay the debt, however there is a lag where recurrent operating losses are anticipated 
until revenue reaches a satisfactory level. Cash reserves remain reasonably stable despite funds 
being applied to capital works and then replenished by new borrowings. 

It is not preferable to forecast operating deficits on a recurrent basis, however it is sustainable 
because income from constituent council contributions for bulk water is elevated to match the new 
operating and capital expense requirements. Some of the pressure is released in 2027/2028 when 
the majority of the existing loans expire, which results in saving of approximately $4 million per 
annum in loan repayments. The outlook for the whole organisation tends to be dominated by the 
bulk water reporting unit and more detailed information is provided in that section of the document. 

Forecast ratios 

Several ratios do not meet the Office of Local Government benchmarks predominantly due to the 
increased costs of the FWP, the associated loan borrowings and a focus on constructing new 
assets rather than renewing existing assets.  

The selected ratios below are from those required by the Local Government Code of Accounting 
Practice. A definition for each ratio is included in the detailed version of the LTFP available here. 
Rous’s forecast performance against the benchmarks are detailed in Table 5: Consolidated 
organisation forecast ratios. 

 

https://rous.nsw.gov.au/integrated-planning-and-reporting
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Table 5: Consolidated organisation forecast ratios 
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Table 5a: Select consolidated organisation forecast ratios (total revenue) 

 

Operational Plan

Rous County Council - Whole of Organisation 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Financial Ratios (including Capital Revenue) Estimate Estimate Estimate Estimate Estimate Estimate Estimate Estimate Estimate Estimate

Operating Performance Ratio Expressed as a Percentage 4.81 13.33 9.42 12.51 24.90 29.58 32.95 32.56 33.57 34.34
Operating Income less Operating Expense
Operating Income  
Benchmark >0 >0 >0 >0 >0 >0 >0 >0 >0 >0
Result Pass Pass Pass Pass Pass Pass Pass Pass Pass Pass

Comment

Debt Service Cover Ratio 2.04 2.35 2.23 3.22 4.92 5.55 6.10 6.30 6.56 6.75
Operating Result excluding Loan Interest and Depreciation 12,499,800 16,996,000 16,040,100 18,371,000 25,781,600 29,050,100 31,959,300 32,987,900 34,363,600 35,363,200
Loan Repayments Principal/Interest 6,131,300 7,227,700 7,193,600 5,713,200 5,238,300 5,238,300 5,238,300 5,238,300 5,238,300 5,238,300
Benchmark >1.5 >1.5 >1.5 >1.5 >1.5 >1.5 >1.5 >1.5 >1.5 >1.5
Result Pass Pass Pass Pass Pass Pass Pass Pass Pass Pass
Comment

Long-Term Financial Plan

Delivery Program

This ratio exceeds the benchmark in all years.

This ratio exceeds the benchmark in all years.
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Forecast balance sheet 

That fixed assets, specifically infrastructure assets and borrowings, will increase significantly over 
the next ten years. This forecast reflects the FWP and the associated groundwater infrastructure 
that will be constructed.  

Council’s borrowing capacity has been assessed in developing the plans as infrastructure 
expansion requires significant investment.  

Over time the net equity (surplus of asset values over liabilities) of the organisation grows, which 
reflects, amongst other things, repayment of outstanding loans. 

This information is shown in Table 6: Consolidated organisation forecast balance sheet. 
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Table 6: Consolidated organisation forecast balance sheet 
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Forecast statement of cash flows 

That cash levels are significantly impacted by additional loan borrowings (which are required to 
fund the FWP) and the impact of repaying these borrowed funds.  

The forecast predicts how changes in balance sheet accounts and income effect cash and cash 
equivalents. It provides information that enables users to evaluate the changes in net assets, 
financial structure (including liquidity and solvency) and the amounts and timing of cash flows to 
adapt to changing circumstances and opportunities.  

This report is particularly useful in assessing the overall health of the forecasts in the LTFP. 
Operating activities produce surplus results while investing activities depict a season of significant 
capital expenditure. The financing activities further highlights the model’s reliance on borrowings 
and the impact of repaying these funds. 

This information is shown in Table 7: Consolidated organisation forecast statement of cash flows. 
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Table 7: Consolidated organisation forecast statement of cash flows 
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5. Capital works program: 10-year forecast 

The capital works program is forecast for the current year and the following ten years in Table 8: 
Capital works program. The current year is taken directly from this year’s budget while later years 
are based on directions from Council and information in Council’s asset registers. 

As with all aspects of the LTFP, the program is based on the best information available at the time 
of preparation. The current elected council cannot bind future councils, so it is quite feasible, 
indeed likely, that the program will change as Council priorities alter and new information is 
received. 
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Table 8: Capital works program  
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6. Scenario modelling 

A number of scenarios have been modelled to inform how significant changes to the forecast 
assumptions and projects would impact the LTFP. 

6.1. No capital grants scenario 

What the model forecasts: The impact of Rous receiving no capital grants for future capital 
works.  

What the model means: Forecast grant revenue could be reduced by $30 million and the current 
price path could still be maintained.  The price path required is shown in Table 9: Price path – No 
capital grants scenario. 

Table 9: Price path – No capital grants scenario  

  
No changes would be made to the Bulk Water price path if this scenario eventuated.  Rous would 
produce an operating surplus from 2024/25 onwards with estimated reserves of $35.4 million at the 
end of 2033/34. 

Refer to Table 10: Consolidated operating performance – No capital grants scenario. 
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Table 10: Consolidated operating performance – No capital grants scenario    



Long-Term Financial Plan – 2025-2034  |  Concise version      |      Page 23 of 26 

6.2. NSW Treasury Corporation loans scenario 

What the model forecasts: The impacts of forecast interest rates decreasing to the levels on offer 
from NSW Treasury Corporation.  

What the model means: Savings would be made on finance costs associated with the planned 
loan borrowings of $50 million resulting in an improved financial performance. The price path 
required is shown in Table 11: Price path – NSW Treasury Corporation loans scenario. 

Table 11: Price path – NSW Treasury Corporation loans scenario 

 

No changes would be made to the Bulk Water price path if this scenario eventuated. Rous would 
produce an operating surplus from 2024/25 onwards with estimated reserves of $65.9 million at the 
end of 2033/34 

 

Refer to Table 12: Consolidated operating performance – NSW Treasury Corporation loans 
scenario. 
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Table 12: Consolidated operating performance – NSW Treasury Corporation loans scenario 
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6.3. Return to cyclical interest rates scenario 

What the model forecasts: The impacts of forecast interest rates decreasing to the cyclical levels 
on offer in previous years.  

What the model means:  No changes to the planned price path as long-term cost savings on 
borrowings are balanced out by a reduction in short-term investment revenue. The price path 
required is shown in Table 13: Price path – Return to cyclical interest rates scenario. 

Table 13: Price path – Return to cyclical interest rates scenario 

 

No changes would be made to the Bulk Water price path if this scenario eventuated. Rous would 
produce an operating surplus from 2024/25 onwards with estimated reserves of $70.4 million at the 
end of 2033/34. 

 

Refer to Table 14: Consolidated operating performance – Return to cyclical interest rates scenario. 
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Table 14: Consolidated operating performance – Return to cyclical interest rates scenario 
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