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Message 
from the 
Mayor

Council utilises this ten-year financial forecast to quantify the 
available cash flow to fund financial sustainability, ensure Council 
can both fund its services and asset replacement and position 
itself for future opportunity.

Council is committed to long-term financial sustainability, equity 
and each generation addressing their issue of funding and 
replacing worn out infrastructure. 

Council is actively engaged in maintaining its Reserves at 
appropriate levels and reducing its operating deficits. The 
organisation itself is strong and financially viable. Through prudent 
and responsible budgeting, planning and financial management, 
Council will be able to continue to rebuild its Reserves, continue to 
deliver quality services to the community and replace and renew 
assets now and into the future, ensuring the same high level of 
service for each generation.   
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The Long-Term Financial Plan is a succinct forward-

looking strategic document. The financial modelling 

supporting the Long-Term Financial Plan is used to 

forecast the Council’s financial future over 10 years. 

The Plan is a tool that assists with decision-making 

and problem solving, enabling decisions to be made on 

how to best achieve the Council’s corporate objectives 

and asset management needs whilst considering its 

long-term financial challenges. Ultimately the Plan 

recognises the importance of valuing and investing 

in the natural environment, balancing economic 

imperatives and focusing on innovation to enable 

transformation in our city and achieving City of 

Palmerston’s Community Plan. 

The Long-Term Financial Plan included in this 

document encompasses:

• Planning assumptions used to develop the plan

• Projected income and expenditure

• Statement of financial position

• Statement of cash flows

• Financial ratios

Council’s Long-Term Financial Plan covers the period 

2020/21 to 2029/30. It recognises its current and 

future financial capacity to continue delivering quality 

services, provide facilities and infrastructure to the 

community, while commencing new initiatives and 

projects to achieve the goals included in Council’s 

Municipal Plan and Community Plan. 

Financial planning over any 10-year time span is 

difficult and relies on a variety of assumptions that will 

undoubtedly change during the period. The Long-Term 

Financial Plan is therefore closely monitored, and revised 

annually, to reflect these changing circumstances. The 

preparation of the Plan presents a unique challenge this 

year due to the COVID-19 pandemic. 

Due to the COVID-19 pandemic Council has decided 

on holding rates for the 2020/21 Budget in an effort 

to assist ratepayers in these unprecedented times. 

Consequently, the loss in revenue in this budget year 

has a marked impact on the Long-Term Financial Plan. 

The Plan still demonstrates that Council’s financial 

position is improving over the long term with the 

operational deficit decreasing from $6.377 million in 

the 2020/21 budget to $4.794 million in 2029/30. 

This represents an improvement of 25% of Council’s 

current deficit. The forecast average annual rates 

increase of 3.5% (including growth) will continue in the 

following year to ensure that Council’s cash reserves 

remain at a stable level throughout the planning period. 

This strategy will ensure adequate working capital is 

available to maintain service levels and increasing the 

capital spend.

The Long-Term Financial Plan contains a core set 

of assumptions. These assumptions are based 

on Consumer Price Index forecasts, interest rate 

expectations, employee award increases, estimated 

loan repayment schedules, and other challenging to 

forecast items which are discussed in more detail in 

this document. 

The Long-Term Financial Plan has been prepared with 

the base year of 2019/20 established on the revised 

2019/20 Annual Budget. In the following years, 

anticipated capital works projects such as Splashing 
Out and Where We Live Matters have been included 

and adjustments have been made to demonstrate 

what Council will need to do to ensure financial 

sustainability. 

The Long-Term Financial Plan model and assumptions 

were provided to KPMG to provide advice on the 

succinctness of the model and assumptions used. 

Although no assurance or opinions can be issued under 

this type of engagement, the advice received was that 

KPMG were satisfied with the material functionality 

of the Plan. 

The aims of Council’s Long-Term Financial Plan are to:

• Set out the assumptions upon which Council’s 

financial plans and budgets have been structured.

• Identify some Key Performance Indicators upon which 

Council can benchmark its financial performance.

• Set the framework so that the impact of future policy decisions can be identified.

• Evaluate the impact of future scenarios upon Council’s financial position.

• Provide a basis for future informed decision-making.

• Identify issues which impact upon the financial sustainability of Council including known opportunities and 

threats.

• Achieve a balanced budget on a funding basis, acknowledging that continued service delivery and asset 

renewals are priorities.

STATUTORY REQUIREMENTS

The Local Government Act 2019 passed through parliament in late 2019 and was scheduled to commence from 

the 2020/21 financial year. However due to the current COVID-19 crisis the implementation of the Act has 

been delayed by twelve months. Consequently, the Local Government Act 2008 remains in effect.

The Local Government Act 2008 requires Council to prepare and maintain a Long-Term Financial Plan. The Plan 

must cover a minimum period of four years, however, many of the decisions that Council make have impacts 

that go well beyond this time horizon. Council has developed a 10-year financial plan as it is important that 

stakeholders understand the financial implications arising from Council’s decisions, and to ensure the financial 

sustainability of Council.

City of Palmerston is pleased to present its Long-Term Financial Plan for 2021 to 2030. 

Foreword
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Background
PALMERSTON

Palmerston is a regional hub with the Council being 

trusted by its community, investing in things that add 

public value, and being known as a strong partner in 

the delivery of community benefit and social capital. 

Our population continues to grow, which presents 

Council with the challenge of growing and renewing 

essential family-friendly infrastructure for Palmerston 

and surrounding communities. 

NORTHERN TERRITORY ECONOMY

All economic indicators are based on December 2019 

assessments, as this is the latest available forecast at 

the time of completing the Long-Term Financial Plan, 

and do not consider the impact of COVID-19. 

The Northern Territory economy is highly dependent 

on the government sector, mining and tourism. 

This dependence makes it highly prone to volatility, 

particularly once large capital projects wind down.

Deloitte Access Economic (DAE) forecasts the 

Territory economy to grow by an average of 3.5% per 

annum over the five years to 2023-24. 

This is the highest economic growth forecast of all 

jurisdictions. In other jurisdictions, the estimated 

five-year average economic growth ranges from 1.7% 

per annum in South Australia to 3.0% per annum in 

the Australian Capital Territory. DAE forecasts the 

national economy to grow by an average annual rate 

of 2.6% over the five-year period.

DAE notes that exports are expected to be a key 

driver of the Territory economy, however, will have 

less flow-on effects to domestic demand. 

DAE December Quarter 2019 Report prepared for the 

Northern Territory Government, has forecast average 

growth in the following key economic indicators for 

the five years (2019-24):

Council’s Long-Term Financial 
Plan is based on delivering our 
current levels of service to the 
community now, and increasing 
these into our City’s future.

Current Financial Position
Northern 
Territory 

Australia

Economic 

Growth Forecast
3.5% 2.6%

Employment 

Growth Forecast
1.4% 1.8%

Population 

Growth Forecast 
0.7% 1.4%

Consumer 

Price Index (CPI) 
1.6% 2.0%

Palmerston is relatively young and is rapidly growing, 

both in terms of population and infrastructure, with 

developers handing over millions of dollars worth 

of infrastructure annually. As the infrastructure is 

relatively new, it only requires maintenance works 

to keep it in a satisfactory condition in the short to 

medium term. However, in future years considerable 

asset replacement will be required and this will 

represent a significant expense for the City. 

Last year Council endorsed the Pr6jects capital projects 

which is an innovative and progressive suite of projects 

designed to enhance the amenity and liveability in 

the city. Projects range from a new Community Hub 

in Zuccoli (Where We Live Matters) and revitalisation 

of the Palmerston Pool (Splashing Out) into a modern 

exciting aquatic centre, to Smart City technology and 

environmental initiatives such as greening Palmerston. 

Work is completed in early 2020 on Making the 

Switch; a transformative project improving the quality 

of public lighting in the City, reducing electricity use 

and consequently generating savings. This project is 

funded from an internal loan from Council Reserves 

and, as a self-funding project, the savings identified 

in electricity costs are repaid back into Reserves, with 

additional savings allocated to improving the quality of 

public lighting across Palmerston suburbs. 

Council’s Reserves are currently adequate to continue 

ongoing operations without affecting service levels. 

Since April 2018, Council has been actively working 

toward increasing these Reserves to fund significant 

future capital works. Considering the Reserve 

position, as well as the actions required with regard 

to COVID-19, Council will need to rely on securing 

capital grants or the use of borrowing to fund some 

future works. This has been built in to the Long-Term 

Financial Plan.

Council currently derives 85% of its operational 

revenues through annual rates and charges. This 

provides Council with certainty and security over the 

bulk of its revenue base and is not overly reliant on 

factors outside of its control. Council does need to 

identify other revenue sources and lobby funds for 

grants, specifically for one off projects. 
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OPERATING REVENUE SOURCE BY TYPE 2020/21

Council will continue to monitor and report on its financial performance 

based on standard financial indicators.

These indicators include:

•	 Operating	 Ratio – This measures the capacity of Council to 

contain its operating expenditure within its operating revenue 

allowing for asset renewals funded through depreciation. The 

benchmark for this ratio is greater than 0%. 

•	 Cash	Expense	Ratio – This liquidity ratio indicates the number of 

months a Council can continue paying for its immediate expenses 

without additional cash-flow. The benchmark for this ratio is 

greater than 3 months. 

•	 Current	 Ratio	 – This ratio represents Council’s ability to meet 

debt repayments as they fall due. It should be noted that Council’s 

externally restricted assets will not be available as operating funds 

and as such can significantly impact Council’s ability to meet its 

liabilities. The minimum benchmark is greater than 1.5. 

•	 Rates	 Coverage	 Ratio – This ratio measures fiscal flexibility. It 

is the degree of reliance that Council places on external funding 

sources such as operating grants and contributions to fund its 

day-to-day operations. The benchmark for this ratio is between 

60 and 75%. 

•	 Debt	 Service	Cover	Ratio – This ratio measures the availability 

of operating cash to service debt including interest, principal and 

lease payments. The benchmark for this ratio is greater than 2.0.

•	 Interest	 Cover	 Ratio – This ratio indicates the extent to which 

Council can service its interest-bearing debt and take on additional 

borrowing. It measures the burden of the current interest expense 

upon Council’s operating cash. The minimum benchmark for this 

ratio is greater than 4. 

•	 Sustainability	 Ratio – This ratio indicates the extent to which 

Council is forecasting to increase or replace the asset base of 

the Council. The minimum benchmark for this ratio is 1. Where 

a Council records a value higher than 1, this indicates the overall 

asset base is being replenished at a rate equal to, or higher than, 

the Council’s consumption of assets. Where the sustainability ratio 

is less than 1, the Council may have a deteriorating asset base. 

Measuring
Performance

75%

Rates	Coverage	Ratio

Maximum Benchmark

>0%

Operating	Ratio

Benchmark 

1

Sustainability	Ratio

Minimum Benchmark

 

85.53%

0.41%

2.39%

2.94%

 Rates and Annual Charges

 Statutory Charges

 User Charges and Fees

 Interest and Investment Revenue

 Grants, Contributions for Operating Purposes

 Other Revenues

8.43%0.30%

Note: Refer to page 17 
for more information
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Over the term of the Long-Term 
Financial Plan, Council is planning to 
spend a total of $85.861 million in 
capital works. 

Future
Financial
Position
The Long-Term Financial Plan models 
an improving financial position for the 
City of Palmerston over the planning 
period, despite a hold on Rates 
budgeted for 2020/21, supporting 
COVID-19 community recovery 
initiatives. 

Major 
Initiatives and 
Repairs and 
Maintenance 
of Assets

A total of $5.3 million has already been spent on Smart 
Cities and Making the Switch projects and an additional 

$22.950 million will be spent on the Pr6jects works, which 

will result in new and modern facilities for the community. 

The remaining balance will be spent on new assets, 

replacements and renewals that relate to infrastructure 

such as roads, pathways, parks, public lighting, buildings, 

stormwater and fleet; ensuring that the assets within 

Palmerston remain in a satisfactory condition. 

In the adopted 2019/20 Municipal Plan, Council 

budgeted $5.2 million for repairs and maintenance 

on its assets. In the Long-Term Financial Plan it is 

assumed that the service standards provided will not 

change and Council has consequently based its future 

repairs and maintenance estimations on this amount, 

plus provision for CPI increases throughout the term 

of the plan, in accordance with the recently developed 

draft Asset Management Plans. 

The Plan predicts that the operating deficit of 

Council is reduced from a budget operating deficit in 

2020/21 of $6.377 million to an operating deficit of 

$4.794 million in 2029/30. 

Although an operating surplus is foreseen in some 

years, the Long-Term Financial Plan allows for 

a gradual increase in rates revenues through a 

annual increase of 2.9% excluding growth, whilst 

still maintaining existing services and service levels 

for the community and also focusing on what 

the community has deemed as important in the 

Community Plan for Palmerston. 

The Long-Term Financial Plan also anticipates that 

the Projects outlined in Pr6jects will be undertaken 

and completed within four financial years and 

a significant increase in capital expenditure is 

recognised over this period. It is anticipated that 

these projects will be undertaken in partnership 

with the Commonwealth and Northern Territory 

Government. It is further expected that Council 

will need to establish a loan for $2.5 million 

in 2021/22 and another for $2.5 million in 

2022/23 to fund a portion of the Splashing Out 

project as well as Where We Live Matters project 

which will be paid back in full over a period of 

10 years. 

Although an operational surplus will not be 

reached over the term of the Plan, additional cash 

will be generated each year. These funds have 

been allocated to return to Reserves throughout 

the life of the Plan, to take advantage of any 

unanticipated opportunities that may occur or 

to fund any unexpected expenses.

10 YEAR CAPITAL WORKS SCHEDULE
Asset 2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027/2028 2028/2029 2029/2030 10 Year Total

Buildings 1,285,500 1,239,500 531,500 804,000 411,000 868,000 1,423,000 831,500 629,500 669,500 8,693,000

Parks and 
Reserves 883,000 1,388,500 1,191,500 1,500,000 1,622,000 1,463,500 1,620,000 1,542,000 1,698,000 1,698,000 14,606,500

Ancillary 
Road Structures 840,000 1,036,000 949,000 962,000 975,000 888,000 901,000 914,000 927,000 937,000 9,329,000

Roads 1,381,000 1,267,000 1,378,000 1,444,000 1,960,000 1,976,000 1,982,000 1,988,000 1,994,000 1,994,000 17,364,000

Stormwater 150,000 210,000 235,000 240,000 220,000 250,000 255,000 260,000 265,000 265,000 2,350,000

Where We 
Live Matters 0 0 0 6,000,000 0 0 0 0 0 0 6,000,000

PV Solar 
System 250,000 250,000 250,000 0 0 0 0 0 0 0 750,000

Liveable 
Cities 250,000 250,000 0 100,000 100,000 100,000 100,000 100,000 100,000 100,000 1,200,000

Palmerston 
Pool Upgrade 0 7,500,000 7,500,000 0 0 0 0 0 0 0 15,000,000

Vehicles 355,000 355,000 355,000 355,000 355,000 355,000 355,000 355,000 355,000 360,000 3,555,000

Plant 180,000 0 0 0 250,000 0 0 250,000 0 0 680,000

IT 150,000 150,000 150,000 150,000 150,000 150,000 150,000 150,000 150,000 150,000 1,500,000

Lighting and 
Electrical 330,000 366,000 371,500 377,000 382,500 388,000 393,500 399,000 404,500 404,500 3,816,500

Community Art 
Program 85,000 88,000 92,000 96,000 100,000 104,000 108,000 112,000 116,000 116,000 1,017,000

Totals 6,139,500 14,100,000 13,003,500 12,028,000 6,525,500 6,542,500 7,287,500 6,901,500 6,639,000 6,694,000 85,861,000

10 11City of Palmerston - Long Term Financial Plan 2021-2030 City of Palmerston - Long Term Financial Plan 2021-2030



Item
Budget 
Assumptions 
2020-2021

Forecast 
Assumption 
2021-2030

Comment

Residential 

Growth
0.0% 0.6%

City of Palmerston accommodation stocks grew by 3.3% p.a. 
from 2006-2011, and 4.6% p.a. from 2011-2016 according 
to the Australian Bureau of Statistics. A conservative 0.6% 
growth is included in this plan due to the recent housing 
devaluations and possible oversupply of accommodation in 
the short-term.

CPI 1.6% 1.6%
Based on long-term forecast from Deloitte Access 
Economics for CPI for the Northern Territory.

Assumptions
The Long-Term Financial Plan has been prepared on the basis that Council will continue 
to deliver the same level of service to the community as it is currently providing. 

The Long-Term Financial Plan also includes the following specific assumptions in 
relation to expected revenues and expenses.

GENERAL ASSUMPTIONS

REVENUE ASSUMPTIONS

EXPENSE ASSUMPTIONS

CAPITAL ASSUMPTIONS

Item
Budget 
Assumptions 
2020-2021

Forecast 
Assumption 
2021-2030

Comment

Rate Increase 0.0% 2.9%
This is the required amount that Council will need to raise 
rates to ensure that the Council is sustainable and is able 
to renew its current asset base. Not including growth.

Waste 
Management 
Charge

CPI CPI
Annual Charges will increase in line with contractual 
increases.

Statutory 
Charges

0.0% 0.0%
There are currently no plans to change the City of 
Palmerston By-Laws so statutory charges will only 
increase by the growth factor.

User Fees & 
Charges

All user fees and charges are expected to increase in line 
with associated operational expenditure increase.

Investment 
Interest

1.0% 2.0%
Interest is calculated on the average forecast cash and 
investment balances.

Interest on 
Overdue 
Rates

0.0% 9.0%
Interest is calculated on the overdue outstanding rates 
balance. For the budget year 2020-2021 this income will 
reduce due to COVID-19 recovery assistance.

Other 
Revenues

CPI CPI
Other revenues consist of program fees and sundry 
income items.

Operating 
Grants

CPI CPI
Operating grants include the Financial Assistance Grant 
and the Public Library Funding Agreement.

Item
Budget 
Assumptions 
2020-2021

Forecast 
Assumption 
2021-2030

Comment

Employee Benefits 
and On-costs

2.0% 2.0% - 2.5%

Employee costs increase in line with the enterprise 
agreement at 2%, however between the years 
2021/22 to 2025/26 a further 0.5% p.a. is included to 
increase superannuation as per Federal legislation.

Borrowing Costs 2.78% 2.78%
Current annual fixed rate also used to estimate 
future loans. Noting that borrowing interest rates are 
currently well below average levels.

Materials, Contracts 
and other Expenses

CPI CPI
Election expenses have been budgeted for every 4 
years at $150k increased by cumulative CPI.

Depreciation N/A N/A
Depreciation is based on current depreciation rates 
plus depreciation on gifted and constructed assets at 
an average useful life of 70 years across asset classes.

All capital and assumptions are detailed in the 10-year capital works program.
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CAPITAL	SPENDING	AND	RESERVE	MOVEMENTS	2015-2030

	Splashing	Out

Capital Spend ‘000s

2030

Where	We	Live	Matters

PUBLIC CONSULTATION

While the Local Government Act does not require Council to undertake public consultation 

of Long-Term Financial Plan 2021-2030, Council welcomes community feedback of this 

important document.

City of Palmerston’s draft Long-Term Financial Plan 2021-2030 was available for public 

consultation online from Thursday 4 June 2020, with the last day for submissions Thursday 

2 July 2020.

All submissions received were reviewed and presented with the draft Plan for consideration 

to the Ordinary Council Meeting on Tuesday 21 July 2020.
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