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Executive Summat

L

The Shire of Kent Long Term Financial Plan (LTFP) establishes a clear and disciplined financial

framework to support the delivery of the community’s aspirations and strategic priorities over

the next ten years. The Plan is designed to guide informed and responsible decision making

by balancing long-term financial sustainability with the ongoing delivery of essential services,

investment in community infrastructure, and the prudent management of cash flow, reserves, and

financial resources.

Covering the period from 1 July 2025 to 30 June 2036, the
LTFP has been developed using the 2025/26 Amended Annual
Budget as the baseline year. By grounding the projections in
Council’s most current financial position, the Plan provides
realistic and transparent forecasts of operating performance,
capital expenditure, cash flow, and financial capacity over the
life of the Plan. Importantly, the LTFP is intended to remain

a living document and will be reviewed annually to reflect
changes in economic conditions, legislative requirements,
community expectations, funding availability, and Council
priorities. This ongoing review process ensures the Plan
remains relevant, adaptable, and responsive to emerging

challenges and opportunities.

The LTFP has been prepared with careful consideration of

the Shire’s current and future operational requirements,
infrastructure commitments, and organisational capacity.

The projections reflect Council’s existing levels of service and
the staffing resources required to maintain those services,
recognising the importance of continuing to meet community
expectations in a sustainable and financially responsible
manner. In preparing the financial forecasts, Council has
considered historical expenditure trends, operational spending
patterns, and known future cost pressures, while adopting

a conservative approach to revenue forecasting to minimise
reliance on uncertain or unpredictable income streams. This
balanced methodology supports the long-term financial

sustainability of the organisation while maintaining flexibility to

respond to changing circumstances.

To ensure the Plan remains achievable and financially
responsible, Council will continue to regularly review its
financial position and operational performance. Expenditure
will be monitored and assessed to identify efficiencies and
cost-saving opportunities, while revenue sources will be
continually reviewed to assess long-term sustainability and
financial performance. Council will also continue to assess
opportunities for the rationalisation, renewal, or disposal

of non-core assets and infrastructure where appropriate.
Collectively, these measures will assist in strengthening
financial resilience, improving operational efficiency, and
ensuring that limited resources are directed toward services,
infrastructure, and projects that deliver the greatest benefit to

the community.

Importantly, the LTFP provides a critical link between Council’s
strategic objectives and its financial capacity to deliver them.
By aligning long-term financial planning with the Strategic
Community Plan and other integrated planning documents,
the Shire is better positioned to make informed, transparent,
and accountable decisions regarding future service delivery,
infrastructure investment, and resource allocation. This
integrated approach provides confidence to both Council and
the community that the Shire is committed to maintaining
sound financial management practices while continuing to plan

responsibly for the future.
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Strategic Priorities

Over the 10-year life of the plan, the Shire will continue to
invest heavily in its asset base, ensuring that infrastructure
is maintained, renewed or expanded in a sustainable and

financially responsible manner.

Key priority projects to be incorporated into the 10-year plan:
o Road Infrastructure Renewal Program

o Plant Replacement Program

° Key Worker Housing

o Nyabing Sports Pavilion

° Land & Building Facility Upgrades

° Main Street / Traffic Calming

° Regional Waste Facility

o 24 Hour Fuel Facility

° ICT & Furniture Renewal

° ERP Implementation

Financial Capacity

The LTFP demonstrates the Shire’s capacity to sustain an
average of $6.41 million in annual capital expenditure across
the 10-year period, supported by annual rate increases of
3.5% with minimal forecast growth. Funding of major projects
is contingent on securing external grant funding, and in some
cases, projects may be deferred or not delivered if such

funding is not achieved.

The Plan is structured around achieving and maintaining

a balanced operating position while progressively building
unrestricted cash reserves to an optimal target range of
between S1 million and $2 million. Maintaining this level

of liquidity is considered critical to ensuring the Shire can
comfortably meet its short-term financial obligations and
operational commitments, particularly during periods prior
to the receipt of annual rate revenue and Financial Assistance

Grant funding.

Establishing and maintaining adequate unrestricted cash
balances also strengthens the Shire’s financial resilience,
improves cash flow management, and provides greater

capacity to respond to unforeseen financial pressures or

emerging operational requirements.

Financial Outcomes

Key financial highlights of the LTFP include:

o

Rating Strategy

The overall strategy has been designed with long-

Strong debt management: The Shire maintains a very
low and sustainable debt position throughout the
life of the Plan, with financial ratios remaining within

acceptable benchmark levels.

Strategic new borrowings: The Plan includes new
borrowings of $1.5 million to support the construction
of housing infrastructure aimed at addressing local
accommodation needs and supporting community

sustainability.

Reserve balances: Cash backed reserves remain strong
over the life of the plan, decreasing from $5.37 million
in FY26 to $4.63 million by FY36. This reduction reflects
the planned use of reserve funds to support future asset
renewal and strategic projects, while still maintaining a

sound reserve position.

Positive unrestricted cash position: The Shire is forecast
to maintain unrestricted cash balances of approximately
$1.48 million, supporting ongoing operational liquidity

and financial flexibility.

Other Infrastructure Facility Upgrades

N
N

term financial sustainability in mind. It applies a

modest 3.5% annual rate increase from FY27—-FY36,

ensuring stability in revenue generation without

overburdening ratepayers.
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Risks and Funding Dependencies
A key risk within the LTFP is the reliance on external grant funding for
several major community projects. While most funding allocations are

confirmed, some projects include unconfirmed external contributions:

° Nyabing Sports Pavilion: $2.08 million grant funding required

for the $2.6 million project.

° Nyabing Caravan Park: $125,000 grant funding required for the
$250,000 project.

In addition to the projects specifically identified above, the LTFP also
includes provision for additional grant funded road projects over the
life of the Plan. The delivery and scope of these works are dependent
on the Shire successfully securing external funding. Should the forecast
funding levels not be achieved, the scale and timing of the proposed
road works program will need to be reduced to align with the Shire’s

available financial capacity.

It would be unrealistic not to include these projects within the LTFP, as
excluding them would leave the Shire unable to responsibly plan for
their completion. Their inclusion demonstrates both the Shire’s intent
and preparedness to deliver should funding be secured. However,
there remains a risk that some projects may need to be deferred, re-

scoped, or not completed if the required funding cannot be obtained.

Measuring Performance

The LTFP will be monitored against the Local Government Financial
Indicator (LGFI) to assess performance and sustainability over time.
The LTFP forecasts the Local Government Financial Index (LGFI) to
achieve a score of 96 by the end of FY26 and maintain this strong
performance throughout the life of the plan, with a score of 96
projected at FY36. This highlights the Shire’s commitment to long-
term sustainability, prudent financial management, and the delivery

of stable, reliable services to the community.

The Shire of Kent’s LTFP provides a realistic and responsible roadmap
for delivering on the community’s aspirations while ensuring financial
sustainability. Through disciplined financial management, the Shire
is well placed to meet current challenges and secure long-term

prosperity for its community.




Background

Overview

The Shire of Kent is located in the Great Southern of
Western Australia approximately 320km from Perth, it is
made up of two towns, Nyabing and Pingrup. The Shire
covers approximately 5,634 square kilometres, comprising
approximately 230 kilometres of sealed roads and 1,200
kilometres of unsealed roads. This network plays a critical
role in supporting agricultural production and access to

essential services across the district.

It is believed that the word Nyabing is from Aboriginal
origin and is thought to be derived from the Aboriginal
word “ne-yameng,” which is the name of an everlasting
flower Helipterum manglessii. The townsite was planned
in 1911 as part of the Great Southern Railway. The name
given to the siding was Nampup. The name Nampup is
also of Aboriginal origin and is the name of a local soak.
Lots were surveyed later in the year and the town was
gazetted in 1912. The name was changed later that year
after several complaints that Nampup was too similar to
the town named Nannup, so the town was renamed to

Nyabing.

The name Pingrup is also of Aboriginal origin, as are
many of the rural town names in the Great Southern
area. Pingrup was the name of a lake that is close to the
townsite. The meaning of the word is unknown, with the
name first appearing on the charts of the area in 1873. In
1923 the railway line was extended easterly from Nyabing
to Pingrup and the district surveyor had land surveyed

for a townsite at the railway terminus. When the name of
the railway was being decided the railways department
thought Pingrup was too similar to Tingerup and
suggested “Geina,” a name which had been used for the
area around 1900. The name was not acceptable to local
settlers, who proposed ‘Lake Pingrup’ as an alternative.
However, the lands Department decided that Pingrup was
a more desirable name and not too similar to Tingerup

after all.
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Pre-European Settlement

The district forms part of the traditional lands of the Goreng people
of the Noongar nation, who maintained strong cultural and spiritual
connections to the land for thousands of years.

1800’s — Early 1900’s

1829- The name “Kent” is believed to originate from the commissariat
officer associated with Dr Thomas Braidwood Wilson’s expedition
through the region.

1873 - Early pastoral activity commenced within the district, with some
of the first leases taken up around Cairlocup Lagoon. Sandalwood
cutters and pastoral settlers were among the first Europeans to utilise
the area.

Agricultural settlement expanded across the region as farming and
wheat production developed throughout the Great Southern and
south-eastern Wheatbelt districts.

Early 1900’s — 1970’s

1924 - The town of Pingrup was officially gazetted on 9 May 1924.

1955- The Kent Road Board was renamed the Nyabing-Pingrup Road

Board to better reflect the communities represented within the
district.

1961 - Following the introduction of the Local Government Act
1960, the Nyabing-Pingrup Road Board officially became the Shire of
Nyabing-Pingrup.

1973- The local government authority was renamed the Shire of Kent,
restoring the historical district name.

1980’s — 2000’s Mining Cycles and Population Change

Agricultural productivity continued to evolve with improvements
in broadacre farming techniques, grain handling infrastructure,
transport logistics, and farming technology.

2000’s to Present

The Shire has continued to focus on maintaining essential
infrastructure, supporting agricultural industries, promoting
tourism and heritage assets, and sustaining community services
across a small rural population base.

The Shire of Kent remains a predominantly agricultural local
government area with a strong focus on road infrastructure,
asset management, community sustainability, and long-term
financial sustainability.
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The table below shows the key characteristics of the Shire of Kent as per the 2021 Census data provided.

Category Description 2021 2021
Kent State (WA)
Census Data Census Data
People and Population
Population 491 2,660,026
Male: Female ratio 56:44 50:50
Median age 39 38
Children and young teens (0-14) 24.2% 19.0%
Working age (15-64) 66.1% 65.0%
Seniors (65+) 9.7% 16.1%
Median household income $1,784 $1,815
Tertiary qualification 8.3% 21.3%
Weekly rent $105 $340
Rent affordability (as a % household income) 5.9% 18.7%
Cultural Diversity (Ancestry)
Australian 47.9% 29.7%
English 44.6% 37.6%
Scottish 8.9% 3.0%
Irish 7.5% 8.7%
German 6.3% 8.8%
Religion
Anglican 9.6% 10.1%
Catholic 7.1% 18.7%
Christian 5.3% 3.4%
No Religion / Not Stated 64.7% 42.5%
Employment Status
Worked full-time 73.2% 57.1%
Worked part-time 21.5% 32.0%
Away from work 6.9% 5.8%
Unemployed 1.5% 5.1%
Industry of Employment
Grain-Sheep or Grain-Beef Cattle Farming 32.6% 0.2%
Other Grain Growing 20.5% 0.2%
Primary Education 8.1% 2.2%
Local Government Administration 6.6% 1.3%
Sheep Farming (Specialised) 3.5% 0.2%
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Introduction
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Long Term Financial Plan

The LTFP spans a ten (10) year period and is designed to
ensure that the Shire of Kent is well positioned to achieve the
objectives of its overarching Strategic Community Plan. The
LTFP is a key component of the Shire’s integrated planning
framework, providing the financial foundation to guide internal
decision making and confirm that the planned capital program
is both deliverable and sustainable, without placing the long

term financial health of the organisation at risk.

Recognising the dynamic nature of the assumptions on which
it is based, the LTFP will be reviewed regularly and updated

as required to ensure it remains relevant and fit for purpose.
Unforeseen events, shifts in strategic direction, or the
availability of additional grant funding are all factors that must
be carefully considered in relation to the currency of the plan.
Even seemingly minor variations can have a cumulative effect
on the Shire’s long-term financial position and its capacity

to deliver capital works, underscoring the importance of

continuous monitoring and adjustment.

Long Term Financial Plan Objectives

The financial objectives of the LTFP are to:

° Establish a flexible and forward-focused financial
framework that clearly demonstrates the long-term
sustainability of Council’s planned activities and supports
informed decision-making in response to changing

community needs and external conditions.

° Ensure that strategic and operational decisions
are undertaken within Council’s adopted financial
parameters, sustainability measures and performance

benchmarks.

° Enhance transparency, accountability and confidence in
Council’s financial management practices by providing a
clear basis for long-term financial planning and decision-
making.

° Support a culture of continuous financial improvement
through prudent cost management, the early
identification and management of financial risks and
challenges, and the consideration of alternative funding

opportunities and service delivery models where

appropriate.

Financial Strategies

The Shire of Kent recognises that relying solely on rate
increases is not a sustainable approach to meeting the Shire’s
long-term financial and service delivery obligations. Council
remains committed to delivering infrastructure, facilities and
services to the community in a manner that is affordable,

practical and financially sustainable for its ratepayers.

Given the Shire’s relatively small population base and extensive
rural infrastructure network, it is essential that financial
resources are managed prudently and strategically to ensure

the ongoing sustainability of services and assets.

To support this objective, the LTFP is underpinned by the

following financial strategies and principles:

° Maintain a fair, equitable and sustainable rating structure
that reflects the capacity of the community and the level

of services provided.

° Continue to support community groups, volunteers and
local initiatives that contribute to the social wellbeing

and resilience of the district.

° Encourage increased utilisation of Shire-owned facilities

and community infrastructure.

° Recognise that certain community facilities and services
may not operate on a full cost recovery basis due to the
importance they provide to community wellbeing and
liveability.

° Seek to diversify and increase revenue from non-rating

sources where practical and appropriate.

° Maximise external funding opportunities, including grant
funding, to support operational activities, infrastructure

renewal and capital development.

° Regularly review service delivery methods to identify
efficiencies, innovation opportunities and alternative

delivery models.

° Investigate regional collaboration and shared service
opportunities where they may improve service outcomes

or reduce costs.

° Invest in technology and systems that improve
operational efficiency, governance and long-term

financial management.
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° Maintain responsible and sustainable debt management
practices where borrowings are required to support

strategic infrastructure outcomes.

° Continue to maintain and renew infrastructure assets to
an appropriate and sustainable standard within available

financial capacity.

° Prioritise external funding contributions for infrastructure

and community facility development

° Consider multi-purpose and flexible facility design

principles to minimise future capital renewal and ongoing

operational costs.
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Strategic
Direction
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The LTFP highlights the Shire’s capacity to deliver on the goals
and aspirations identified in the Community Strategic Plan
and Corporate Business Plan. It extends the financial outlook
beyond the four-year Corporate Business Plan to cover a ten-
year period, providing an indicative assessment of the Shire’s

long-term financial sustainability.

The primary purpose of the LTFP process is to assess whether
the strategic intent outlined in the Shire’s integrated planning
documents can be achieved without compromising the long
term financial stability of the organisation. It serves as a vital
tool for aligning available resources with community priorities,

while ensuring the ongoing viability of Shire operations.

The LTFP provides essential information for evaluating
resourcing requirements to achieve community objectives in a
financially sustainable manner. While the financial projections
are based on current assumptions and estimates, they are

intended to present an overview of likely outcomes. As the

e

Long Term Financial Plan
Asset Management Plans
Workforce Plan

Issue or Area Specific Plans

Strategic
. 10+ Years
Community
Plan
Corporate

C—

Shire’s operations evolve, changes to the Corporate Business
Plan may necessitate regular updates to the LTFP to ensure

ongoing accuracy and relevance.

The LTFP also forms a key component of the Integrated
Planning and Reporting Framework, which brings together
the Community Strategic Plan, Corporate Business Plan,

Asset Management Plans, Workforce Plans, Issue- and Area-
Specific Plans, the Long-Term Financial Plan, and the Annual
Budget. Together, these documents create a cycle of planning,
delivery, and review that ensures the Shire’s activities remain
strategically focused, financially sustainable, and responsive to

community needs.

Business Plan
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Strategic Community Plan
The Shire’s Strategic Community Plan 2023—2033 is a key document that helps guide the future direction of the Shire,

with a strong focus on capturing and advancing the aspirations and goals of the community.

Community Vision

A proud, inclusive and growing community.

Strategic Priorities
Each theme has several strategic priorities feeding into it, as shown below. While current activities and service levels will
continue over the short to medium term in many cases, the priorities show what the Shire will focus on over the coming

years. These priorities will be updated at least every four years as the Plan is reviewed and refreshed.

Community

The key strategic priorities identified are;
Economy
° Communities are healthy, connected and safe

. ° Delivery of economic services and
communities

projects
° Inclusive community activities, events, services and
o ° Access to local education pathways
initiatives
S ) ) ° Safe and efficient transport network
° Well maintained community spaces and infrastructure
enables economic growth
° Support emergency services planning, risk mitigation,

° Visitors have a positive experience across
response and recovery

our Shire

Environment
° Maintain a high standard of environmental health and waste services

© Conservation of our natural environment and resources

Civic Leadership

° Forward planning and implementation of plans to achieve community priorities

° Proactive and well governed Shire
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Corporate Business Plan

The Corporate Business Plan is the key document responsible
for translating the strategic direction of the Shire, as
articulated in the Strategic Community Plan 2023-2033 into

practical actions.

Delivering on the community’s aspirations and goals requires
the development and implementation of strategies identified
within the Strategic Community Plan. Given the limitations of
available financial resources, this requires careful operational
planning and prioritisation to ensure strategies are delivered in

a way that is both achievable and sustainable.

The Corporate Business Plan formalises this process by
outlining the specific initiatives, projects, and services to be
delivered, and aligning them with the Shire’s financial capacity.
It serves as the critical link between the Strategic Community
Plan and the Annual Budget, putting the Shire’s long-term
vision into action through clearly defined, resourced, and

measurable commitments.

Annual Budget

The annual budget process is guided by the Shire’s strategic
and business planning activities and is undertaken in
accordance with the requirements of the Local Government
Act 1995 and the Local Government (Financial Management)
Regulations 1996. It is reviewed each year to ensure
compliance, accuracy, and relevance, and serves as the
mechanism for updating the Corporate Business Plan and
other associated planning documents within the Shire’s

Integrated Planning and Reporting Framework.

Importantly, the annual budget represents the operational
expression of the Shire’s long term planning. It translates

the community’s aspirations, as outlined in the Strategic
Community Plan, into funded projects and services, while also
ensuring alignment with the financial parameters set out in
the LTFP. In this way, the budget provides the bridge between
strategy and delivery, ensuring that resources are directed

towards the highest priorities in a responsible and sustainable

manner.

Workforce Plan

The Workforce Plan outlines the human resources required

to deliver the objectives of the Community Strategic Plan

and sets out the strategies to address the challenges facing
the Shire’s workforce. It provides a strategic framework for
managing both current and future organisational needs,
ensuring that the Shire is equipped with the right skills,
capacity, and structure to achieve its goals. The Workforce Plan

is currently under review in the 2025/26 financial year.

Key objectives of the Workforce Plan include:

° Identifying critical skills and positions within the

organisation.

° Assessing gaps between the current workforce and

future workforce requirements.

° Analysing internal and external challenges that may

impact workforce capability.

° Developing strategies to address these gaps and mitigate

risks associated with workforce challenges.

Asset Management Plan

The Asset Management Plan (AMP) provides a detailed
assessment of the status of the Shire’s infrastructure assets
and identifies the renewal requirements necessary to maintain

or enhance the Shire’s levels of service to the community.

The plan adopts a whole-of-life approach, integrating
operational, maintenance, renewal, and acquisition planning
with appropriate funding levels to ensure that assets continue
to deliver the required standard of service. The AMP also
outlines the levels of infrastructure maintenance required

to sustain service delivery, ensuring that the Shire can meet
community expectations in a way that is both affordable and

sustainable.

In addition, the AMP will assess whether certain assets should
be maintained, renewed, or rationalised on a cost-versus-
usage basis, ensuring that investment in infrastructure is
directed towards assets that provide the greatest value to the

community relative to their upkeep. This approach supports
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responsible asset management by aligning renewal decisions
with actual demand, service outcomes, and long-term financial

sustainability.

Reported levels of service and associated risks are carefully
considered in the development of these plans, and asset
performance will be regularly measured, monitored,

and reported to support accountability and continuous

improvement.

Importantly, the AMP plays a critical role in informing the

LTFP by identifying the timing and cost of future renewal and
replacement needs. This ensures that capital works programs
are financially sustainable, renewal backlogs are managed
responsibly, and infrastructure funding requirements are
accurately reflected in the Shire’s forward financial projections.
In this way, the AMP provides the evidence base for long-

term investment decisions, ensuring that the Shire’s assets

are managed in a way that supports community expectations,

service delivery outcomes, and overall financial sustainability.

Risk Management

The risk framework provides a structured and consistent
approach to identifying, assessing, and managing risks

across all areas of the organisation. By embedding risk
management into everyday operations, the Shire ensures that
potential threats are identified early, mitigation strategies are

implemented, and opportunities for improvement are realised.

The framework is designed to be proactive rather than
reactive, ensuring that the quality and continuity of service
delivery are not adversely affected by unforeseen events or
emerging challenges. It also ensures that risks are considered
in the context of the Shire’s strategic objectives, financial
capacity, and community expectations, rather than being

treated in isolation.

Importantly, the framework also supports the development
and ongoing review of the LTFP by identifying and assessing
risks associated with financial sustainability, infrastructure

renewal, service delivery, workforce capacity, and reliance on

external funding sources. As a regional rural local government,

the Shire of Kent faces a number of strategic and operational
risks that may impact its long-term financial position and ability

to deliver services to the community.

Specific risks relevant to the Shire include:

° Rising construction, maintenance, and operational costs,
particularly in relation to road infrastructure and essential
community assets, which may place increasing pressure

on the Shire’s limited financial resources.

° A reliance on grant funding to support the delivery of
major capital works and infrastructure renewal programs.
Delays, reductions, or the withdrawal of external funding
may require projects to be deferred, rescoped, or funded

through alternative sources.

° Fluctuations in agricultural production and seasonal
conditions, including drought and other adverse weather
events, which may impact the local economy, community
capacity, and the broader financial sustainability of the

district.

° Population trends and demographic changes, including
population decline or an ageing population, which may
reduce the Shire’s revenue base while increasing demand

for certain community services and infrastructure.

° The ongoing challenge of attracting and retaining skilled
staff in regional areas, which may impact organisational
capacity, service delivery, and the ability to maintain

operational continuity.

° Increasing compliance, governance, and legislative
requirements placed on local governments, which
continue to place pressure on limited staffing and

financial resources.

° The condition and long-term sustainability of the Shire’s
transport infrastructure network, particularly given
the extensive road network maintained by the Shire
and the increasing costs associated with renewal and

maintenance activities.

° Economic uncertainty, inflationary pressures, and
changes in interest rates, which may impact both
operating expenditure and the affordability of future

capital projects and service delivery requirements.




By recognising and proactively monitoring these risks, the
Shire is better positioned to make informed decisions, respond
to changing circumstances, and maintain long-term financial

sustainability while continuing to deliver essential services and

infrastructure to the community.

Long Term Financial Plan 2026 — 2036
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Financial Assumptions

Like any plan there are underlying assumptions on which the basis of the plan is derived. It is
important to emphasise that the projects identified in the LTFP are to be used as guidance and do
not financially commit the Shire to implement those projects identified. Rather, they act as a guide
towards drafting the Annual Budget and as such the LTFP, along with other associated plans, will be
reviewed each year by Council during the Annual Budget process.

Underlying Principles

community need, asset condition, strategic alignment,

The following principles have been applied in the development available funding, and the Shire’s overall financial

of the LTFP for the Shire of Kent: capacity.

° Existing service levels will be maintained where R The LTFP will be reviewed and updated regularly to

financially sustainable to ensure the continued delivery ensure financial projections remain relevant and

of essential services and to meet reasonable community responsive to changing economic conditions, legislative

expectations. requirements, community priorities, and operational

° A fair, equitable, and financially sustainable rating demands.

strategy will be maintained to support the long-term
financial viability of the Shire, while balancing the

capacity of the community to absorb future rate Major Projects

increases.
The following key projects have been identified as priorities

° Council will continue to actively pursue grant fundin
yp g g within the plan;

and external funding opportunities to assist with the

) ) ) ) ° Road Infrastructure Renewal Program
delivery of strategic projects, infrastructure renewal, and
community development initiatives. ° Pl Rl ag et e

o Existing infrastructure assets will be managed, ° Key Worker Housing

maintained, and renewed in accordance with agreed ® Nyabing Sports Pavilion

service levels and asset management priorities to ensure o Land & Building Facility Upgrades

assets remain safe, fit for purpose, and financially . Other Infrastructure Facility Upgrades

sustainable over their useful lives. _ ) .
° Main Street / Traffic Calming

o Financial decisions will be guided by long-term \

° Regional Waste Facility
sustainability principles, with an emphasis on maintaining
° 24 Hour Fuel Facility

balanced operating positions, strengthening unrestricted
cash reserves, and responsibly managing future financial ° ICT & Furniture Renewal

risks. ° ERP Implementation

o Capital expenditure programs will be prioritised based on

Key Assumptions

The following table summarises the two key variables applied within the plan;

Description 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Rates 3.00% 3.50% 350% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
CPI 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
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Revenue Assumptions

The following table summarises the key revenue assumptions applied within the plan;

Description 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Rates 3.00% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Operating Grants 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%  4.00%
Fees & Charges 3.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%  4.00%
Capital Grants 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Interest 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%  4.00%
Other Revenue 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Rates Other significant contributors to Fees and Charges revenue

Rates and Annual Charges represent the Shire’s primary source
of operating revenue, accounting for approximately 42% of
total revenue (excluding Capital Grants) over the course of the

plan.

The Shire’s rates base is predominantly driven by the
agricultural sector, with approximately 95% of total rates
revenue generated from rural and farming-related properties
and activities. As a result, the Shire’s long-term financial
position remains intricately linked to the strength and
sustainability of the local agricultural economy, seasonal
conditions, and broader rural economic factors affecting the

district.

Rate increases throughout the life of the LTFP have been
maintained at 3.5% from FY27-FY36. This approach has been
adopted to provide a balanced and sustainable rating strategy
that supports the Shire’s long-term financial sustainability
while seeking to minimise significant fluctuations in rates

revenue and maintaining affordability for ratepayers.

Fees and Charges
Fees and Charges are projected to represent approximately
10% of the Shire’s total operating revenue (before Capital

Grants) over the course of the plan.

Total Fees and Charges revenue of approximately $0.65

million is forecast for FY26, with the largest contributor being
rental income generated from the Shire’s significant housing
portfolio. Rental income is expected to generate approximately
$0.33 million, representing just under 52% of total Fees and

Charges revenue for the year.

include:

° Sewerage Charges — approximately 8%
° Pingrup Caravan Park — approximately 8%
° Standpipe Usage — approximately 8%

° Refuse Collection Charges — approximately 4%

The remaining revenue is generated from a range of statutory
and community services, including animal registrations,
building approvals, planning application fees, and other

regulatory and user-pays services provided by the Shire.

Operational Grants, Subsidies and
Contributions

The Shire historically receives approximately 44% of its
operating revenue from operational grants, subsidies and

contributions.

The majority of this funding is derived from the
Commonwealth Financial Assistance Grant (FAG), which is
forecast to total approximately $2.58 million in FY27 and
represents around 88% of all operating grants revenue.

The balance of operating grant funding is primarily sourced
from Main Roads Direct Grants, which provide untied funding
support for the local road network. The Shire also receives

a small amount of funding from DFES through the Local
Government Grants Scheme (LGGS) to support volunteer
bush fire brigade operations. This funding is derived from
the State’s Emergency Services Levy (ESL), which is collected

from ratepayers by local governments on behalf of the State

Government.
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These funding streams provide an important and relatively
stable source of revenue for the Shire and have historically
increased broadly in line with inflationary movements such as

CPI.

The LTFP has adopted a conservative and financially
responsible approach by only incorporating operational grant
funding where there is a reasonable degree of certainty
regarding its continuation. This approach recognises the
inherent risks associated with short-term, one-off, or project
specific grant funding and assists in maintaining the long-term

financial sustainability of the Shire.

Investment Income

Interest revenue represents a significant source of income for
the Shire, accounting for approximately 3% of total operating
revenue. This is primarily driven by the Shire’s strong cash

reserve position and the investment of surplus funds.

The Shire’s investment strategy is based on investing funds
that are surplus to immediate operational requirements.
Within the LTFP, it has been assumed that available surplus
funds will continue to be invested across a diversified portfolio
of term deposits and approved securities in accordance

with the Shire’s adopted Investment Policy and legislative

requirements.

For the purposes of long-term financial modelling, investment
returns and interest rates have been forecast broadly in

line with CPI throughout the life of the Plan. The LTFP has
intentionally avoided speculating on future interest rate
volatility or short-term market movements, ensuring that
financial projections remain prudent, transparent, and based

on conservative assumptions.

Reimbursements and Other Revenue
The Shire receives minor revenue and reimbursements from
a variety of sources, which collectively represent a relatively

small component of overall operating income, contributing

approximately 1% of total revenue (before Capital Grants) over

the course of the plan.

Historically, this revenue category has also included insurance
recoveries associated with claimable events. However, it is
important to note that these recoveries are generally offset
by corresponding expenditure and therefore do not typically

result in a net financial benefit to the Shire.

In preparing the LTFP, no allowance has been made for future
insurance recoveries, reflecting a prudent and conservative
forecasting approach. All other minor revenue streams have
been projected to increase in line with CPl assumptions

applied throughout the Plan.

Capital Grants and Contributions
The Shire receives regular Capital Grants to fund or subsidise

the delivery of strategic capital projects.

Road related funding streams, such as the Regional Road
Group program, have been indexed in line with CPI, while
Roads to Recovery funding has been included past the current

program which ends in FY29.

The certainty of other grant programs, such as the Local
Roads and Community Infrastructure Program, remains less
predictable. Accordingly, the LTFP only includes funding
allocations that are considered highly likely to be received.
Projects identified over the 10-year life of the plan are
included on the basis that they will only proceed where all,
or a substantial proportion of, external funding is secured to
cover their costs.

This approach ensures that the capital works program remains
both realistic and financially sustainable, avoiding undue
reliance on uncertain funding while still positioning the Shire

to leverage opportunities as they arise.

/\’\
v
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Expenditure Assumptions

The following table summarises the key revenue assumptions applied within the plan;

Description 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Employee Costs 3.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Materials & 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%  4.00%
Contracts

Utility Charges 460% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
Finance Costs 5.60% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%
Insurance 4.60% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%  4.00%

Other Expenditure 4.60%  4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%

Employee Costs

Employee costs encompass salaries and wages, leave
entitlements, superannuation contributions, training, and
workers’ compensation expenses. They represent the most
significant operating expenditure for the Shire, accounting for

approximately 35% of forecast operating expenses in FY26.

For the purposes of the LTFP, employee costs have been
projected to increase in line with CPI, estimated at 4% per
annum over the life of the plan. This approach reflects both
anticipated cost pressures and the Shire’s commitment to
ensuring that workforce resources remain sufficient to deliver

the service levels expected by the community.

It also recognises that service levels must be reviewed regularly
to ensure staffing levels remain appropriate and sustainable.
This process ensures that the organisation can adapt to
changing community needs, manage costs effectively, and

align workforce capacity with the Shire’s financial and strategic

priorities.

Material and Contracts

Materials, contracts, and other expenditure encompass the
broad range of costs incurred by the Shire in maintaining
facilities, operating infrastructure, and delivering services to
the community. This category represents the second largest
area of operating expenditure for the Shire of Kent, accounting

for approximately 18% of forecast operating expenses in FY26.

The most significant expenditure within this category relates

to the maintenance of the Shire’s extensive road network.

Other major cost drivers include domestic waste collection
services, the operation and maintenance of waste facilities,
audit services and other administrative expenses necessary to

support ongoing operations.

For the purposes of the LTFP, expenditure within this category
has been indexed in line with CPl assumptions across the life of
the Plan. This approach provides a reasonable and consistent
basis for forecasting future operating costs while maintaining a

prudent long-term financial outlook.

Finance Costs

Interest costs are negligible and account for less than 1% of
total operating expenditure throughout the life of the LTFP.
The LTFP maintains a prudent and responsible approach

to debt management, ensuring that borrowings remain at
sustainable levels while supporting the delivery of strategic
infrastructure and community outcomes. Financial modelling
indicates that the Shire is able to comfortably meet its debt
servicing obligations over the duration of the Plan while

maintaining strong financial sustainability indicators.

Insurance Costs
Insurance costs represent approximately 3% of the Shire’s total
operating expenditure and form an important component of

the Shire’s overall risk management framework.

For the purposes of the LTFP, insurance expenses have been
forecast to increase in line with CPl assumptions throughout

the life of the Plan, reflecting historical cost movements and a

prudent long-term forecasting approach.




The Shire will continue to regularly review its insurance
arrangements to ensure that appropriate levels of coverage
are maintained across all operational areas. Future forecasts
will also take into consideration any significant changes

to the Shire’s asset base, operational activities, legislative

requirements, and overall risk profile.

Utility Costs

Utility costs represent approximately 3% of the Shire’s total
operating expenditure. For the purposes of the LTFP, these
costs have been forecast to increase at a rate equivalent to 1.5
times CPI. This reflects the historical trend of utility expenses,
particularly energy costs, increasing at rates above general

inflation.

Despite this assumption, utility expenditure will continue
to be closely monitored throughout the life of the Plan, as
fluctuations in electricity, water, and fuel pricing have the

potential to materially impact operating costs over time.

A significant proportion of utility costs relate to standpipe
usage and the Shire’s housing portfolio, with a substantial
portion of these costs being recovered through associated fees
and rental income. Additional utility expenses are incurred
across a range of operational areas, including parks and
gardens, community facilities, administration buildings, and

other Shire service areas.

Other Costs
Other costs represent approximately 1% of the Shire’s

operating expenditure.

This category typically includes expenditure associated with
health service arrangements, elected member costs, and rates
recovery activities, as well as a range of minor costs such as

statutory fees and charges, taxes, provisions for bad debts, and

donations or subsidies provided to community groups.
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Fair Value Adjustments

Local Government (Financial Management) Regulations
1996 Regulation 17A relates to the requirement for local
governments in Western Australia to undertake regular
reviews of the fair value of infrastructure, property, plant and

equipment assets.

In summary, Regulation 17A requires that:

° A local government must review the fair value of all
material assets with sufficient regularity to ensure that
the carrying amount in the financial statements does not

differ materially from fair value.

° As a minimum requirement, fair value assessments for all

assets must occur at least once every 5 years.

° The review must be undertaken in accordance with

applicable Australian Accounting Standards.

° Local governments must consider whether market
movements, condition changes, construction cost
increases, or other factors indicate that asset values
may have materially changed between formal valuation

periods.

The regulation underpins the requirement for local
governments to maintain robust asset management and
valuation practices to ensure financial statements fairly reflect

the value of Council-controlled assets.

The LTFP does not include any projections related to fair value
adjustments to avoid an inaccurate representation of the Shire

of Kent’s asset base.
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Capital Assumptions

Capital Works and Infrastructure

The LTFP has developed a ten (10) year Infrastructure
Renewal Program which outlines the proposed
expenditure requirements for new infrastructure assets,
ongoing asset management and the replacement of
existing assets. This program provides a forward-looking
view of the Shire’s anticipated capital works requirements

over the next decade.

It is important to note that the Infrastructure Renewal
Program is not a formally adopted plan of Council,

but rather an indicative estimate based on the best
available information at the time of preparation. The cost
and timing estimates, together with the assumptions
underpinning the program, are prepared by management
using the most recent and reliable data available. As such,
the program should be viewed as a planning tool to guide
future decision-making and prioritisation, with all projects
subject to Council approval and the availability of funding

at the time of implementation.

Depreciation

Depreciation is the systematic allocation of the cost of
the Shire’s infrastructure, property, plant, and equipment
over their estimated useful lives, and it represents

approximately 38% of the Shire’s operating expenditure.

While it accounts for a significant proportion of reported
costs, depreciation is a non-cash item, meaning it does not
represent an actual outflow of funds and therefore does
not directly impact the Shire’s cash flow position. Instead,
it reflects the gradual consumption of the economic value
of assets over time. Depreciation rates are reviewed

regularly to ensure they accurately reflect the useful life of

the Shire’s assets.

Some of the highlights throughout the course of the plan include;

Project

Road Infrastructure Renewal Program
Plant Replacement Program

Key Worker Housing

Land & Buildings Renewal

Nyabing Sports Pavilion

Other Infrastructure Renewal
Regional Waste Facility

24 Hour Fuel Station

ICT & Furniture & Equipment Renewal
Main Street / Traffic Calming

Urban Regeneration

ERP Implementation

Nyabing Caravan Park

Nyabing Administration Building
Pingrup Sports Pavilion

Estimated Cost Timing
$44,843,631 FY26-36
$10,409,476 FY26-36
$3,500,000 FY26-36
$3,107,520 FY26-36
$2,600,000 FY26-36
$2,018,290 FY26-36
$1,000,000 FY33-35
$600,000 FY31-32
$510,000 FY26-36
$500,000 FY27-32
$500,000 FY27-28
$400,000 FY30
$250,000 FY28-29
$175,000 FY26-36
$155,000 FY26-36

The table below shows the current details of the asset classes and useful

lives applied to each of them;

Asset Class

Land & Buildings
Furniture & Equipment
Plant & Equipment
Roads - Formation
Roads - Pavement
Roads - Bitumen Seal
Roads - Asphalt Surfaces
Footpaths

Drainage

Sewerage

Useful Life
50 years

10 years
7-12 years
not depreciated
15-90 years
20 years

25 years

20 years

75 years
100 years
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Financial
Reporting
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The LTFP and the assumptions and projections used within are supported by a
resulting suite of financial statements covering the 10 year period FY26 to FY36.

The financial suite of documents used to support the LTFP includes;

(a) Statement of Comprehensive Income

This statement outlines all Council’s sources of income, including Capital Grants and contributions and all
operating expenses, including depreciation. This statement does not include capital expenditure. The net
operating result for each year is calculated as total operating income less total operating expenses. The

result is then shown as a surplus or a (deficit) and is a measure of Council’s performance.

(b) Statement of Financial Activity

This is a forecast summary starting with the operating surplus or (deficit) from each year and adding back
depreciation being a non-cash item. The summary considers other funding inflows and outflows to display a
net cash result which is then managed via the reserves to ensure that Council maintains appropriate

funding levels to support activities.

(c) Statement of Financial Position
The Statement of Financial Position details what Council owns (assets) and what it owes (liabilities) at a
given point in time. Council’s net worth is determined by deducting total liabilities from total assets, which

results in Equity.

(d) Statement of Cash Flows
The Statement of Cash Flows summarises the actual flows of cash for each year and explains the change
in cash balance held from the start of the year to the end of the year. The report shows where Council has

received cash from and what it has spent it on.

(e) Statement of Reserves
The Statement of Reserves details Council’s reserve balances at the start of each year and the end of each
year. All reserves are cash backed assets. Reserves are held to provide for future upgrade or provision of

new infrastructure and assets.

(f) Infrastructure Renewal Program
This a summary of the proposed capital expenditure for existing or proposed new infrastructure throughout

the course of the plan. The summary includes depreciation and information relating to the disposal of any

assets within each of the asset classifications.
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Sensitivity Analysis

The following analysis examines the potential financial impacts
of applying different escalation rates to the Shire’s key revenue
and expenditure streams over the 10-year life of the LTFP. This
analysis is designed to test the resilience of the Shire’s financial
projections under varying economic conditions, and to identify
the potential risks associated with external cost pressures and

revenue fluctuations.

The external benchmarks used in the modelling include the
CPI for March 2026 as published by the Australian Bureau of
Statistics, the Perth Wage Price Index for March 2026, and the

Reserve Bank of Australia (RBA) 10-year bond rate for period

Rates

ended April 2026. These indicators provide a realistic basis for
assessing likely movements in operating costs, wage growth,

and the cost of capital over the planning horizon.

By modelling a range of escalation scenarios for rates revenue,
employee costs, and materials and contracts expenditure, the
analysis highlights both the opportunities for cost containment
and the risks of increased financial pressure. The outcomes
guide the selection of prudent escalation rates for inclusion

in the LTFP and provide a framework for annual review to
ensure assumptions remain aligned with prevailing economic

conditions.

The sensitivity analysis undertaken for the LTFP examined a range of scenarios to assess the revenue impacts of different annual rate

increases over the 10-year period.

The draft LTFP applies a 3.5% annual increase in rate revenue, compared to the Reserve Bank of Australia’s 10-year bond rate of

4.97% at April 2026. The modelling indicates that maintaining rates at current levels with no annual increase would result in a

cumulative revenue loss of $4.87 million over the 10 years, while applying a 6% annual increase would generate an additional $5.83

million in rates revenue over the same period. The Shire considers the 3.5% escalation to be a sustainable and balanced approach,

but notes that all underlying assumptions will be reviewed annually as part of the budget and rating review process.

Annual Percentage Rate Increases
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Fees and Charges

The draft LTFP applies a 4% annual increase in line with CPI rate increases. This can be compared to the Reserve Bank of Australia’s
10-year bond rate which is 4.97% at April 2026. The modelling indicates that maintaining fees and charges at current levels with no
annual increase would result in a cumulative revenue loss of $1.61 million over the 10 years, while applying a 6% annual increase

would generate an additional $0.96 million in fees and charges revenue over the same period.

The Shire considers the proposed increases to be a sustainable and balanced approach, but notes that all underlying assumptions

will be reviewed annually as part of the budget process.

Fees & Charges Rate Increases
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Employee Costs

The sensitivity analysis undertaken for the draft LTFP examined various scenarios to assess the cost impacts of different rate
increases for employee costs over the 10-year period. The draft LTFP applies a 4% annual increase for employee costs, compared to
the current WA Wage Price Index of 3.6% for the 12 months to March 2026. While this index is lower than the current CPI rate of
4.6%, it does not account for the fact that Shire salaries are already significantly above the minimum wage due to the Shire’s location

and staff availability to which the index is often applied.

The analysis indicates that maintaining employee costs at current levels with no annual increase would result in total savings of
$6.89 million over the 10 years, while applying a 6% annual increase would add $4.10 million in additional costs over the same
period. Based on these findings, the Shire considers the 4% rate applied in the LTFP to be appropriate at this stage, with the

understanding that this assumption will be reviewed annually as part of the LTFP update process.
Annual Percentage Increase in Employee Costs
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Materials and Contracts

The draft LTFP applies an annual escalation of 4% for these costs, compared to the Perth Consumer Price Index (CPI) of 4.6%

for the 12 months to March2026. The modelling shows that maintaining materials and contract costs at current levels with no
annual increase would generate total savings of $0.80 million over the 10 years, while applying a 6% annual increase would add
$0.96 million in additional costs over the same period. Based on this analysis, the Shire considers the proposed escalations to be

appropriate at present. However, all cost assumptions will be reviewed and adjusted annually as part of the LTFP update process.

Annual Increase in Materials & Contract Costs
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Financial Ratios

The new LFGI consists of four ratios:
The Shire of Kent recognises that compliance with the

o Debt Services Cover Ratio
legislated ratios is an important focus within this plan.

o Current Ratio
However, these prescribed measures do not entirely reflect

o Operating Surplus Ratio
the Shire’s services provided to the community. As such,

o Net Financial Liability Ratio
supplementary performance measures for the Shire’s

performance will be outlined in detail in the Corporate

While it is accepted there may be some shortfalls within the
Business Plan.

ratios that calculate the LGFI, in the absence of any other

models the LGFI has been used to assess the Shire’s financial
In November 2024, the now Department of Local Government,

performance.
Industry Regulation & Safety (LGIRS), announced that the new

LGFI would replace the previous Financial Health Indicator

The graphs below detail the ten year trend for the
(FHI) used on the MyCouncil website and a 2 year trial of the

recommended ratios as shown in the Long Term Financial Plan.
LGFI was endorsed by the Minister for Local Government.

Each ratio tends positively over the ten year period.
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Current Ratio

Purpose

Measures the Shire’s capacity to meet its short-term financial obligations using its current assets. It is an indicator of liquidity and
financial resilience, providing an assessment of whether sufficient resources are available to fund ongoing operations and meet

liabilities as they fall due.

Definition
Comments

The standard is not met if the ratio is less than 1.00. A ratio above 1.0

Current Assets L L .
generally indicates that current assets exceed current liabilities, reflecting a

Current Liabilities . . "
sound short-term financial position.
It is a concern if the current ratio remains below the industry standard of 1.00
for any extended period.

The ratio is well above the Benchmark for all years due to the high level of

cash reserves shown throughout the plan.

Current Ratio
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Operating Surplus Ratio
Purpose
A measure of the local government’s ability to fund its operating costs from operating revenue and generate a surplus that can be

used to support capital works, asset renewal, debt reduction, and other strategic priorities.

Definition Adjusted Operating Surplus
Two components are used in calculating the ratio. Adjusted Operating Revenue
These being the Numerator which is then divided by

the Denominator. The two components are calculated

as follows;

Numerator
Comments

Operating Revenue
P & This is usually a Shire’s most difficult ratio to achieve

Less: Current Year Financial Assistance Grants ) ) ) )
by simple virtue of the capacity to raise rates and/

Plus: Prior Year Financial Assistance Grants .
or generate other revenue streams. The Operating

Plus: Grants, contributions for asset renewal . .
Surplus Ratio currently contributes towards 40% of the

Less: Operating Expenses
P & =P Local Government Financial Indicator (LGFI). Therefore,

= Adjusted Operating Surplus
! P goutp the ability to meet the Benchmark goes a long way to
reporting a high LGFI score.

Denominator
The benchmark for this ratio is 0.00, with a score over

Operating Revenue
P & 0.15 considered to be the optimum level to be achieved.

Less: Current Year Financial Assistance Grants
The ratio is above the recommended benchmark for the

Plus: Prior Year Financial Assistance Grants . L o
duration of the LTFP and spikes in FY27-FY29 primarily as

Plus: Grants and contributions received for asset
a result of funding shown for the Nyabing Sports Pavilion

renewal

and other Capital Works projects.

= Adjusted Operating Revenue

Operating Surplus Ratio

0.40
0.35
0.30
0.25
0.20
0.15
0.10
0.05

0.00

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036

Benchmark

—.— Actual Result
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Debt Service Coverage Ratio

Purpose

A measure of the local government’s ability to meet its debt servicing obligations from its available operating cash flows. The ratio
compares the cash generated from operations to the total principal and interest repayments due, providing an indication of the

Shire’s capacity to service existing debt commitments without placing undue pressure on its financial position.

Definition

Two components are used in calculating the ratio.
These being the Numerator which is then divided by
the Denominator. The two components are calculated

as follows;

Numerator

Operating Revenue

Less: Current Year Financial Assistance Grants
Plus: Prior Year Financial Assistance Grants
Less: Operating Expenses

Add: Depreciation

Add: Finance Costs

= Adjusted Operating Surplus

Denominator

Finance Costs

Plus: Repayment of Borrowings
Less: Debt Refinancing

= Debt Service Costs

Debt Service Coverage Ratio

40.00
30.00
20.00
10.00
0.00 0
2026 2027 2028 2029
Benchmark

—.— Actual Result

Adjusted Operating Surplus

Debt Service Costs

Comments

The Benchmark for this ratio is 2.00 or above.

The dip in FY28 is a direct result of the 2026/27
Financial Assistance advance payment.

The benchmark is achieved in all years throughout the
LTFP, reflecting the Shire’s relatively low levels of debt
and strong cash and cash equivalent position. This is a
positive outcome given the Plan includes provision for

$1.5 million in new borrowings in FY31 to assist with

the funding of new housing development.

2030 2031 2032 2033 2034 2035 2036
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Net Financial Liabilities Ratio

Purpose

A measure of the local government’s net financial obligations relative to its operating revenue. The ratio assesses the extent to
which the Shire’s liabilities exceed its financial assets and provides an indication of its long-term financial sustainability and capacity

to meet current and future financial commitments.

Definition Net Financial Liabilities
Two components are used in calculating the ratio. Adjusted Operating Revenue
These being the Numerator which is then divided by the

Denominator. The two components are calculated as

follows; Comments

This is the new addition to the ratio calculations for the

Numerator

Total Liabilities

Less: Current Cash & Cash Equivalents

Less: Current Trade & Other Receivables
Less: Current Other Financial Assets

Less: Non-Current Trade & Other Receivables

Less: Non-Current Other Financial Assets

LGFI. Essentially this ratio is replacing the 3 asset ratios
previously used in the calculation of the previously used
Financial Health Indicator.

The Benchmark for this ratio is 0.30 and it contributes
30% towards the total ratio calculation.

While it may seem strange, a negative result is a good

indicator of a solid Net Financial Liabilities Ratio.

= Net Financial Liabilities This is because by virtue of the calculation of the

Numerator any surplus cash, cash equivalents or other
Denominator receivables are deducted from the total amount of
Operating Revenue liabilities. Therefore, the less debt and more cash an
Less: Current Year Financial Assistance Grants organisation has, the lower the Numerator, and this will
Plus: Prior Year Financial Assistance Grants result in a negative Net Financial Liability, which will
= Adjusted Operating Surplus automatically flow through to reporting a negative result.
The Shire remains well above the benchmark throughout
all years of the LTFP, primarily due to the Shire’s relatively
low debt servicing commitments together with strong

cash and cash equivalent balances.

Net Financial Liabilities Ratio

0.40

0.25

0.00
0.20
0.40
0.60

(020) 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
(0.40)

(0.60)
(0.80)
(1.00)
(1.20)
(1.40)
(1.60)

1.40
1.60

Benchmark

—.— Actual Result
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Local Government Financial Indicator

In November 2024, the Department of Local Government, Sport and Cultural Industries (now Department of Local Government,
Industry Regulation & Safety) announced the introduction of a new tool for the measurement of a local government’s overall
financial health. The Local Government Financial Index (LGFI) will be trialled for a 2 year period and consists of only four ratios —

Debt Services Ratio, Current Ratio, Operating Surplus Ratio and a newly implemented Net Financial Liability Ratio.

Unlike the Financial Health Indicator (FHI), the LGFI does not attempt to assess the financial sustainability of the local government.
That is, there is not the same level of focus on the Shire’s financial capacity to fund maintenance and asset renewal as infrastructure
reaches the end of useful life. As was the case with the FHI, a result of 70 and above with the LGFI indicates solid financial health

and the maximum result achievable is 100.
The LGFI is one factor to consider in assessing overall performance. Other factors include: the range of services offered; efficiency

of services delivered; and community satisfaction. A low LGFI may be a prompt for questions to be asked by the community about a

local government’s revenue, expenses and service delivery. The LGFl is best viewed as a trend over time.

2026 LGFI Rating 96

Current

Net Financial Liability Debt Service Coverage

Operating Surplus

2036 LGFI Rating 100

Current

Net Financial Liability Debt Service Coverage

Operating Surplus
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Review of the
Long Term
Financial Plan
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The LTFP is a dynamic document that requires regular monitoring and review to ensure its

continued relevance, accuracy, and alignment with the Shire of Kent’s strategic priorities and

financial capacity. As with all forward projections, the LTFP is based on a series of assumptions

regarding revenue, expenditure, service levels, and external funding. Given the potential for

changes in these assumptions, it is critical that the LTFP is reviewed systematically and updated as

required.

Annual Review and Integration with Budget
Process

The LTFP will be reviewed and updated annually in conjunction
with the preparation of the Annual Budget. This ensures that
the plan reflects the most current financial data, including
updated revenue forecasts, expenditure trends, grant
allocations, debt obligations, and capital works priorities. Each
annual review also provides the opportunity to incorporate
any changes made to the Corporate Business Plan (CBP) or
other components of the Integrated Planning and Reporting

Framework.

The annual review process is designed to:

° Ensure financial projections remain aligned with Council’s
updated strategic objectives, operational priorities and

service delivery requirements.

° Reassess key financial assumptions including CPI, interest
rates, grant funding, construction costs and broader

economic conditions.

° Incorporate significant changes in external influences,
including fluctuations in agricultural conditions,
government funding programs, economic conditions and

legislative or regulatory requirement.

° Confirm that projects included within the capital works
program remain financially achievable, appropriately
prioritised and consistent with the Shire’s long-term

financial capacity.

° Provide transparency and confidence to Council and the
community by demonstrating that financial resources are

being managed in a prudent, sustainable and responsible

manner.

Projections and Assumptions

As with all forward looking documents, the financial
projections in the LTFP are estimates only, particularly in

the latter years of the plan where the degree of uncertainty
increases. However, the fundamental financial goals of Council

remain constant:

° Maintain long-term financial sustainability through
prudent financial management and informed decision-
making.

° Ensure adequate funding is allocated to reserves and
unrestricted cash balances to support future operational

and infrastructure requirements.

° Support the ongoing delivery of operational services,
asset renewal and strategic capital projects in line with

community priorities.

Maintain responsible and sustainable debt levels that are
appropriate to the Shire’s financial capacity and long-term

objectives.

The entirety of the plan has been prepared on the basis of
a balanced budget. Where surplus budgets occur, Council
intends to apply these funds to reducing debt, building

reserves or increasing unrestricted cash.
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Review Process and Accountability

It is the intention of senior management to regularly review
and update the LTFP, with a minimum requirement for the plan
to be updated and formally endorsed by Council as part of the
Annual Budget process. Interim reviews will also be undertaken
if there are material changes to key assumptions, including
movements in the mining sector, grant funding availability,

or changes in operating conditions. Through this structured
review process, the LTFP ensures that Council’s long term
decision making remains financially responsible, transparent,
and aligned with community priorities, while also allowing

flexibility to adapt to external challenges.

Assurance of Sustainability

Through its regular review process, the LTFP ensures that
Council decisions remain financially responsible, emerging risks
are identified and managed early, and the Shire continues to
operate in a transparent and accountable manner. Importantly,
the review cycle ensures that the LTFP remains a guiding tool,
not a fixed commitment, with each project and assumption
subject to reconsideration and approval through the annual

budget process.
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