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Our Vision 

“A proud community enjoying our 

rural lifestyle, cultural heritage 

and natural environment” 
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1. Foreword 
 
 

On behalf of the Shire of Shire of Donnybrook Balingup, we are pleased to present the reviewed 
Long Term Financial Plan, for 2022/23 – 2041/42. 

 
This Plan is part of the Shire’s ongoing commitment to planning for the future of the district. 
Despite the current uncertain times with COVID, high inflation and interest rates rising, the Plan 
provides the Shire and the community with a strategy for long term financial and asset 
management planning and assists us to meet our strategic objectives. 

 
It is inevitable that the Shire will be offered opportunities and face challenges over the next 20 
years and it is how the Shire responds to these events which will be the determinant of our 
success. One significant opportunity is the commitment from the State Government to provide 
$6m as a contribution to upgrade the Donnybrook Recreation Precinct (VC Mitchell Park project). 
We have been offered a once in a generation opportunity to improve the level of community 
facilities by consolidating and improving sporting and recreation assets and realise an economic 
and lifestyle boost for the district. 

 
Changes in population levels and demographics bring with them changing community needs and 
expectations. The Shire will require a clear understanding of its capacity to meet these service 
expectations as it maintains a strong focus on sound financial management. 

 
The Shire welcomes community participation in the planning process as we develop the strategic 
direction for a promising future for our district. We invite members of the community to contact a 
Councillor or Senior Shire staff member if they have any questions. 

 
This Plan will guide and support the delivery of the Shire’s Council Plan and Asset Management 
Plans to achieve our goals and drive the Shire in achieving its vision of "A proud community 
enjoying our rural lifestyle, cultural heritage and natural environment."  

 
The Shire has recently directed significant resources towards improving its strategic business 
planning, including the review of this Plan. This work continues as we constantly seek to improve 
our systems and service delivery. 

 

 

 

 

 

 

 

 

 

 

Leanne Wringe   Benjamin (Ben) Rose 

Shire President   Chief Executive Officer 

 

 

 

 
 
 



 

2.0 Key Information 
 
 

 
ASSUMPTIONS STATISTICS 1 | 2

 FINANCIAL INFORMATION3
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1WALGA Online Local Government Directory 
2022, Shire of Donnybrook Balingup 

 
2Australian Bureau of Statistics 
Donnybrook-Balingup (S) (LGA52870) 
2021 Census of Population and 
Housing 

 
3Shire of Donnybrook Balingup 2021-2 Annual 
Financial Report 
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    2.1 Planning for a Sustainable and Stable Future 

The Shire seeks to maintain, and where possible, improve future service levels to the community 

while maintaining a sound financial position. 

Long term maintenance and renewal of the Shire’s built assets remains the most significant 

challenge and requires continued external funding to preserve the economic and social benefits 

these assets provide to the district, the region and the State. 

Further work will be undertaken in this area to ensure built assets are prioritised, relevant to the 

community and are fit for purpose. 

 

    2.2 Overall Financial Strategy 

The financial strategy applied in the development of this Plan incorporates the following principles: 

• A focus on maintaining and renewing core services including roads, recreation, waste 
management, major community facilities, community services, regulatory services and 
economic development; and 

• The use of external grant funds, borrowings and cash reserves to establish and improve 
intergenerational community assets; 

• The use of external grants and cash reserves to fund the renewal of existing community 
assets and infrastructure; and 

• Within the context of achieving the Shire’s strategic objectives, the maintenance of a stable 
and predictable rating policy. 

 

    2.3 Significant Financial Challenges 

The provision of services and infrastructure remains one of the key priorities and major 
expenditure areas for the Shire. 

Due to the COVID-19 pandemic and the associated restrictions, economic forecasting presents 
an increased level of uncertainty at this time. In line with the State Government’s request, the 
Shire of Donnybrook Balingup did not increase property rates or fees and charges revenue in 
2020/21, this has an ongoing impact on funds available. 

Maintenance and renewal of the Shire’s road infrastructure continues as a high priority due to the 
strategic and economic benefit a road network provides to the district and region. The adequate 
maintenance, renewal and upgrading of the road network relies heavily on the receipt of external 
specific purpose grants and contributions. 

The need to fund future renewal of ageing buildings, sporting and community facilities has been 
highlighted through the Shire’s recent asset management planning process. In response, the 
Shire is planning to increase rates above inflation in order to achieve the financial capacity to 
address this need. The majority of rate increases above CPI are being applied to asset renewal. 
However, the planned increases in rates will not be sufficient to fund all identified future renewal 
works. The Shire also plans to review the community benefit of some buildings and facilities in 
order to reduce the future renewal need and will undergo a comprehensive review of assets 
utilising a service level hierarchy framework, which will enable Council to make decisions on how 
best to prioritise capital funds in order to best serve the community and its collective needs. 



SHIRE OF DONNYBROOK BALINGUP LONG TERM FINANCIAL PLAN 2022 - 2042 7  

Overall rate revenue (i.e. not specific to individual properties/rate assessments) is forecast to 
increase at the following levels over the term of the Plan. 

 

Plan Year Change 

2022-23 8.00% 

2023-24 6.50% 

2024-25 6.00% 

2025-26 6.00% 

2026-27 5.50% 

2027-28 5.00% 

2028-29 5.00% 

2029-30 5.00% 

2030-31 5.00% 

2031-32 3.00% 

2032-33 2.50% 

2033-34 2.50% 

2034-35 2.50% 

2035-36 2.50% 

2036-37 2.50% 

2037-38 2.50% 

2038-39 2.50% 

2039-40 2.50% 

2040-41 2.50% 

2041-42 2.50% 

Average 4.00% 

It is important to note, the planned changes in rating levels have not been formally adopted by 
the Council and are indicative of the level of rate yield required to fund the activities and capital 
works set out in this Plan. The setting of the level of rates can only be formally set at the time of 
adopting the Annual Budget. 

If the level or timing of the rate changes above are not applied in future Annual Budgets, a change 
to the planned scope and timing of activities and works will be required. 

 

    2.4 Forecast Capital Projects 

The capital works program for the next 20 years is a mixture of new/upgrades and asset renewal 

aimed at ensuring the continued provision of community infrastructure to the community of the 

Shire. 

External funding is a critical part of the Shire’s capacity to undertake the planned capital works 

program. If the Shire was to suffer from a reduction in the level of external grants, this would likely 

result in a reduction in the size and scope of the works program as outlined in this plan. 

A breakdown of forecast total capital works is shown in the table below. Of the total forecast 

expenditure of $118,619,072 (90%) is related to asset renewal. 
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Asset Class 

Plan Term 
(20 Years) 

$ 

New Assets  
Parks & Reserves       2,267,822  

Buildings       9,220,978  

Subtotal New     11,488,800  

Asset Renewal  
Plant Replacement Program     11,826,140 

Infrastructure - roads     38,780,140  

Infrastructure - footpaths       1,310,819  

Infrastructure - drainage       7,681,130  

Infrastructure - other       7,565,473  

Buildings     17,308,261  

Bridges     15,200,000  

Parks & Reserves       7,458,309 

Subtotal Renewal  107,130,273 

  

TOTAL 118,619,072 
 
 
 



 

3.0 Community Profile, Vision, and Objective 
 

    3.1 Location 

Nestled at the southern end of the Darling Scarp, the Shire of Donnybrook Balingup boasts 

beautiful scenery, forests, and rural activities such as orchards and wineries. The district includes 

the towns of Donnybrook, Balingup and Kirup and the localities of Argyle, Brookhampton, Lowden, 

Mullalyup, Mumballup, Newlands, Noggerup, Yabberup and Irishtown. 

With an area of 1,541 km², mainly within the Preston and Blackwood River catchment areas, 

Donnybrook is located 213 kilometres south of Perth and 38 kilometres south east of Bunbury. 

Balingup is located 31 kilometres south east of Donnybrook along the South Western Highway. 

 

    3.2 People 

The following statistics reflect the Shire’s population in comparison to the population of Western 

Australia. 

Population 2016  2021 

Shire of Donnybrook Balingup 5,888  6,155 

WA 2.47m  2.7m 

 
In 2021, the Shire of Donnybrook Balingup population was 6,155, being an increase of 3.86% 

from 2016. The age distribution trends from 2016 to 2021 for the Shire of Donnybrook-Balingup 

has shown minor change. 

 

The age demographic of the district’s population is reflected in the table below (2021 Census), it is 

apparent the Shire of Donnybrook Balingup has a higher percentage of older residents. 

Age  
Donnybrook 
- Balingup 

% 
Western 
Australia 

% Australia % 

Median age 49 N/A 38 N/A 38 N/A 

0-4 years 308 5 161,753 6.1 1,463,817 5.8 

5-9 years 362 5.9 172,654 6.5 1,586,138 6.2 

10-14 years 354 5.7 171,377 6.4 1,588,051 6.2 

15-19 years 319 5.2 153,263 5.8 1,457,812 5.7 

20-24 years 216 3.5 158,817 6 1,579,539 6.2 

25-29 years 220 3.6 176,045 6.6 1,771,676 7 

30-34 years 283 4.6 196,312 7.4 1,853,085 7.3 

35-39 years 354 5.7 200,904 7.6 1,838,822 7.2 

40-44 years 334 5.4 178,589 6.7 1,648,843 6.5 

45-49 years 393 6.4 174,632 6.6 1,635,963 6.4 

50-54 years 452 7.3 173,622 6.5 1,610,944 6.3 

55-59 years 478 7.8 162,778 6.1 1,541,911 6.1 

60-64 years 530 8.6 150,667 5.7 1,468,097 5.8 

65-69 years 538 8.7 132,186 5 1,298,460 5.1 

70-74 years 435 7.1 115,196 4.3 1,160,768 4.6 

75-79 years 295 4.8 78,012 2.9 821,920 3.2 

80-84 years 167 2.7 53,115 2 554,598 2.2 

85 years and over 127 2.1 50,106 1.9 542,342 2.1 
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4.0 Long Term Financial Planning Overview 
 

    4.1 Forecast Operating Revenue 

Rates are calculated based on an increase to $6.60m in 2022-23, and increasing to $13.35m by 
2042. 

 
The Shire is reliant on receiving more than $55.32m over the next 20 years in untied operating 
grants, subsidies and contributions to maintain the current level of operations and services. Non- 
operating grants for road renewal are planned to remain relatively stable over the term. 

 

OPERATING REVENUE YR 1 OPERATING REVENUE YR 20 
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    4.2 Forecast Operating Expenditure 

Expenditure is forecast to generally increase in line with inflation, with the exception of 
depreciation expense, which is impacted by the changes in asset values over the term. 

 
The underlying inflator used was 3.50% for the life of the Plan, with adjustments made by 
expenditure categories where reasonable to do so. The proportions of operating expenditure are 
planned to remain relatively constant over the next 20 years. 
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    4.2 Net Result from Operations 

The forecast net result shows a series of spikes in the graph in the immediate out years followed 
by a period of slowly reducing operating deficits until a surplus is forecast to be achieved in 2033-
34, which is steady thereafter. 

 
This move from operating deficits to operating surpluses is only achieved due to the rate increases 
above CPI in the early part of the Plan. A positive net result over the long term indicates revenue 
is keeping pace with the level of depreciation expenses. 

Forecast Operating Net Result 
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    4.3 Financing - Borrowings and Cash Reserves 

In general, the Shire seeks to use financing (borrowing and savings) to assist with the 

development of intergenerational community facilities which have lifecycles that extend beyond 

the term of the Plan. Cash reserves, specifically for asset renewal works, will be used to finance 

major renewal and maintenance tasks. This means, the annual forecast allocation to asset renewal 

cash reserves is crucial to the funding of asset renewal going forward. 

Due to accounting classifications, the Preston Retirement Village liability of $3.97m has been 

classified as a borrowing. As this is not a borrowing in the traditional sense (i.e. it does not require 

repayments of principal and interest) it has been removed from the graph below.  

Borrowing levels are expected to peak at $5.0m in 2029-30 due to the cumulative effects of the 

V.C. Mitchell Park borrowings in 2022-23, refurbishment of the Administration building in 2024-

25, and Donnybrook Waste Transfer Station in 2029-30. The level of outstanding borrowings then 

reduces with each ongoing principal repayment. Cash reserve balance movements over the term 

of the Plan are as set out below: 

 

Forecast Borrowings and Reserves 
 

 

 
 

 

Borrowings capacity is improved in the out years of the Plan and will be used to respond to sudden 

or unexpected capital expenditure requirements. This strategy also provides scope to leverage 

future unplanned grant funding opportunities when, and if, they become available. 
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5.0 Scenario Modelling 
Scenario modelling was undertaken to assess the financial impact of two major financial events 

over the term of the plan as follows: 

1. Scenario One: A significant increase in the level of borrowings in relation to the 

Donnybrook Recreation Precinct Project and the Donnybrook Shire Administration Office. 

 
1 (a) Donnybrook Recreation Precinct 

This scenario includes the impact of an increase in interest and principal payments over the term 

of the Plan and a provisional uplift to material and contracts and insurance in the years following 

construction. Also, there will be reduction in renewal work planned in relation to the assets 

replaced by the upgraded facilities and the change in depreciation. The renewal timing of the new 

and upgraded facilities will be incorporated into the Shire’s asset management plans when the 

final design and construction is completed and will replace current planned renewal works for the 

existing facilities. 
 

 Change Annual Amount Term of the Plan 

Employee Costs No Change 0 0 

Materials and Contracts Increase $18,720 $392,400 

Insurance Increase $1,322 $41,710 

Utilities * No Change 0 0 

Repayments (P, I &GGF) ** Increase $239,773 $4.79m 

Depreciation Net Increase $187,061 $3.36m 

Planned Building Renewal (existing) Decrease N/A $257,014 

Planned Infrastructure Renewal (existing) Decrease N/A $998,375 

*Costs expected to be reimbursed by users 

**Total principal, interest and Government Guarantee fee for the 20-year term $4.79m ($3m Principal) 

 
 

1 (b) Donnybrook Shire Administration Office 

This scenario includes the impact of an increase in interest and principal payments over the term 

of the borrowing. Works to of the Administration building (refurbishment, replacement or other) 

has not undergone a design or costing phase at this time to inform the long-term financial plan. 

As such, it is assumed any change to material and contract, insurance and utilities will be minimal. 
 

 Change Annual Amount Term of the Plan 

Employee Costs No Change 0 0 

Materials and Contracts No Change 0 0 

Insurance** No Change 0 0 

Repayments (P, I &GGF) ** Increase $160,005 $3.2m 

Depreciation Increase $36,966 $591,936 

Planned Building Renewal (existing) Decrease N/A $296,170 

*Total principal, interest and Government Guarantee fee for the 20-year term $3.2m ($2.0m Principal) 
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2. Scenario Two: The financial impact of funding the current asset management planning 

renewal requirements in accordance with the timing contained within the adopted plans. 

The asset management plans relevant to this scenario are: 

• Building Asset Management Plan 

• Parks and Reserves Asset Management Plan 

• Plant and Vehicles Asset Management Plan 
 

 
AMP 
Required 
Total 

LTFP 
Planned 
Total 

Variance 

(20 years) 

Buildings $19.10m $17.31m $1.79m 

Infrastructure Other (Parks and Reserves) $8.16m $7.46m ($0.70m) 

Plant and Vehicles $11.83m $11.83m - 

 
 

6.0 Strategic Planning Practices 
    6.1 Linkage with Other Plans 

This Plan is one component of several integrated planning activities the Shire undertakes as part 

of planning for the future. Local Government Long Term Financial Plans use the output from other 

planning activities such as asset management and workforce planning to set out the financial 

measures required to achieve the goals in the Shire’s Strategic Community Plan and Council 

Plan. As well as a sound business planning process, this Plan has been prepared to achieve 

compliance with the Local Government (Administration) Regulations 1996 and its content and 

format has been influenced by the Guidelines and framework published by the Department of 

Local Government Sport and Cultural Industries. 

 

    6.2 Strategic Documents Linkage 

This Plan includes, and influences, other strategic planning activities as a mechanism to action 

the strategies contained in the Shire’s Strategic Community Plan, as illustrated in the diagram 

below. 
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Diagram: Integrated Planning and Reporting Cycle2
 

 

2 Department of Local Government, Sport and Cultural Industries, Integrated Planning and Reporting: Framework and Guidelines, September 2016 
 
 

6.3 Council Plan 2022 – 2032 (formerly the Strategic     
Community Plan and Corporate Business Plan)  

The Council Plan 2022 – 2032 format was changed in 2022, and now includes the Strategic 

Community Plan and the Corporate Business Plan in one document. It was prepared to span a 

minimum period of 10 years as it sets out the community’s vision, aspirations and objectives for 

the Shire. To achieve the vision, a series of priorities, objectives and strategies were developed. 

Many individual strategies may be required to achieve a single objective and many objectives 

needed to achieve an overall result. 

 
Individual strategies all require actions involving human, physical and financial resources and the 

Shire needs to manage strategic priorities and apply careful operational planning and prioritisation 

to achieve results. This planning process is formalised as a Council Plan which operates on a 

rolling four-year basis. 

 

6.4 Workforce Planning, Asset Management Planning and 
Other Strategic Plans 

Workforce Plans, Asset Management Plans and other strategic plans integrate with the Long 

Term Financial Plan to identify and plan for resource requirements to achieve the goals of the 

Strategic Community Plan.  
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7.0 Risk Management 

 
7.1 Risk Management 

As with all local governments, this Shire provides a diverse range of services and facilities to the 

public which exposes it to inherent business risks. Work has commenced on improved risk 

management practices with a review of the framework currently underway. This review will receive 

oversight by the Shire’s Audit and Risk Management Committee. 

The Shire has a practice of conducting an annual review of insurance levels of assets to ensure the 

level is adequate. The Shire’s insurer is Local Government Insurance Services. 

The Local Government (Financial Management) Regulations 1996 require the investment of 

surplus funds (including cash reserves) to be in term deposits held by authorised deposit taking 

institutions or Treasury bonds. 

The Shire seeks to engage experienced and qualified personnel in areas of high risk and provides 

them with appropriate ongoing training and equipment to ensure they can undertake their roles 

with minimal risk to the community and the Shire. 

 

7.2 Assumptions and Certainty 

Included in the Plan is a table of the assumptions used as part of the development of the Plan. 

The table also includes an assessment of the risks associated with relying on each assumption. 

If the assumption does not turn out as planned and the variation may have a substantial impact 

on the reliability of the Plan, the assumption has been categorised as a high risk of uncertainty. If 

an assumption is assessed as carrying a high risk of uncertainty, then sensitivity analysis has 

been applied to this assumption. 

 

7.3 Sensitivity Analysis 

Where an assessment has been made that a high level of uncertainty applies to the assumptions 

then sensitivity analysis has been undertaken to quantify the potential financial impact of a change 

in the assumption. 

Assumptions with a high level of uncertainty and a higher dollar value present the greatest risk 

that a movement in the assumption will result in unexpected and detrimental consequences. The 

details of this analysis are shown adjacent to each assumption in the table on the following pages. 
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8.0 Assumptions, Risks, Uncertainties and Sensitivities 
8.1 Revenue – Assumptions, Risks, Uncertainties and 
Sensitivity 

 

 

 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High Financial 

Risk Assumptions 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for 

Assumption with 
High Level of 

Uncertainty/Risk 

District Growth in 
Population: The number of 
residents in the Shire is 
expected to grow. 

Low N/A Medium N/A 

Rates Level Increase: Rate 
revenue has been increased 
based on a total rate yield 
including growth embedded 
in the rate increases. 

Medium N/A Medium N/A 

Operating Grants and 
Contributions: Aligned to 
latest information available 
for FY22-23, with further 
increases based on 
assumption of 0.33% in by 
~0.2% per annum thereafter.  

High Ongoing service levels and 
the general operations of the 
Shire are dependent on level 
of Federal Financial 
Assistance Grants and other 
untied grants received. A 
reduction in the level of these 
grants would impact directly 
on the Shire’s ability to 
maintain existing service 
levels to the community. 

High ± $553,235 to the value 
of operating grants and 
contributions over the 
life of the plan for a 1% 
movement in the value 
in the first year of the 
Plan. 

Non-operating Grants and 
Contributions: Remain in 
line with funding 
requirements identified for 
various capital works. 

High The forecast asset renewal 
and strategic projects is 
highly dependent on 
external grants and 
contributions. A reduction in 
these levels would adversely 
impact on the scope and the 
amount spent on capital 
projects. 

High ± $779,525 to the value 
of non- operating grants 
and contributions per 
1% movement in 
aggregate value over 
the life of the Plan. 

Fees and Charges: Increased 
by an average of 3.63% per 
annum, based on known 
information. 

Medium N/A Medium N/A 

Interest Earnings: Interest 
earning of an average rate of 
0.5% per annum. 

Low N/A Medium N/A 

Other Revenue: Increases 
in line with underlying 
inflation. 

Low N/A Low N/A 

Profit on Asset Disposal: 
Profit on asset disposal 
results from a mismatch of 
depreciation and market 
value over the life of the 
asset. As the level of 
depreciation is considered 
appropriate no profit on 
asset disposals has been 
included. 

Low N/A Low N/A 
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8.2 Expenditure – Assumptions, Risks, Uncertainties and 
Sensitivity 

 

 

 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High 
Financial Risk 
Assumptions 

 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for Assumption 

with High Level of 
Uncertainty/Risk 

Employee Costs: Established 
positions are increased in line 
with underlying FY 2023 
Budget along with increases to 
mandatory occupational 
superannuation. No increases 
in headcount have been 
incorporated. 
  

Medium N/A Low N/A 

Materials and Contracts: 
Increased annually by 
underlying inflation per FY 
2023 Budget with annual 
reduction of 8% applied for fuel 
in FY 2024, followed by 2% 
increases per annum.  

High Road infrastructure 
program and general 
operations of the Shire 
are dependent on levels 
of Federal Financial 
Assistance Grants and 
other untied grants 
received. Changes in the 
levels of these grants 
would adversely impact 
the Shire’s ability to 
maintain service levels. 

High ± $966,225 to the value 
of material and contracts 
over the life of the plan 
for a 1% movement in the 
value in the first year of 
the Plan. 

Depreciation: 
Depreciation has been 
calculated using an average 
depreciation rate for each class 
of physical asset. 
 

Low N/A Low N/A 

Insurance: Increased by 15% 
in FY 2022-23 per latest 
indications, followed by 6.00% 
per annum for the life of the 
plan.  

 

Medium N/A Medium N/A 

Other Expenditure: Base 
year increased by 4% per 
annum. 

Medium N/A Medium N/A 

Loss on Asset Disposal: 
A loss on asset disposal 
results from a mismatch of 
depreciation and market 
value over the life of the 
asset. As the level of 
depreciation is considered 
appropriate in the Plan no 
loss on asset disposals has 
been included in the Plan. 

Low N/A Low N/A 
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8.2 Assets – Assumptions, Risks, Uncertainties and 
Sensitivity 

 

 

 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High 
Financial Risk 
Assumptions 

 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for Assumption 

with High 

Level of 

Uncertainty/Risk 

Revaluations: In line with 
underlying annual inflation. 

Low The revaluation of assets 
may result in changes in 
asset ratio analysis and 
depreciation leading to a 
change in the net result. 
The revaluation of assets 
has no impact on 
Cashflows. 

High ±$448,768 to the value 
of property, plant and 
equipment per 1% 
movement in the 
aggregate value over the 
life of the Plan. 
±$1,358,808 to the value 
of infrastructure assets 
per 1% movement in the 
aggregate value over the 
life of the Plan. 

Impairment of Assets: No 
impairment of assets has 
been assumed over the term 
of the Plan. 
Impairment of assets 
usually occurs due to 
unplanned/unforeseen 
events such as natural 
disasters. 

High A widespread major 
impairment event may 
result in a requirement for 
high levels of expenditure 
to maintain service levels. 
In such circumstances, 
funding assistance from 
other levels of government 
is assumed. 

Medium Unable to be 
quantified. 

Infrastructure Assets: 
Expenditure has been based 
the Asset Management Plan. 

High The capital works 
program is highly 
dependent on external 
grants and 
contributions. 
Changes in these levels 
would impact directly on 
the amount spent on 
capital projects and 
ultimately on service 
levels. 

High ±$1,358,808 to the value 
of infrastructure assets 
per 1% movement in the 
aggregate value over the 
life of the Plan. 

Property, Plant and 
Equipment: Building 
expenditure is in accordance 
with the level of reserve 
transfers for that purpose 

Medium Not assessed as high 
financial risk as the 
frequency of capital plant 
and equipment 
replacement is not 
influenced receipt of 
external capital grants to 
the degree of road 
infrastructure. 

Medium Not assessed as high 
level of uncertainty. 
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8.3 Liabilities – Assumptions, Risks, Uncertainties and 
Sensitivity 

 
 

 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High 
Financial Risk 
Assumptions 

 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for Assumption 
with High 

Level of 

Uncertainty/Risk 

Borrowings: New borrowings 
have been planned for capital 
works as indicated. 

Recreation Precinct: 

$3.0m in FY2022-23 
Shire Office: 
$2.0m in FY2024-25 
Waste Transfer Station: 
$1.18m in FY2029-30 
Apple Fun Park: 
$0.94m in FY2035-36 
 

High If the Shire is not able to 
secure borrowings in the 
future, the likely impact 
will be the postponement 
of related asset 
acquisitions. 

Low Not assessed as high 
level of uncertainty. 

Employee Entitlements: No 
changes.  

Medium N/A Low N/A 

 

 8.4 Equity Risks, Uncertainties and Sensitivity 
 

 
 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High 
Financial Risk 
Assumptions 

 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for Assumption 

with High Level of 
Uncertainty/Risk 

Cash Backed Reserves: It 
has been assumed the Shire 
will invest cash reserves in 
term deposits with banking 
institutions and these funds 
will be available for use during 
the term of the Plan. 

Low N/A Medium N/A 

Revaluation Surplus: No 
change. 

Low The revaluation of assets 
to their fair value may 
result in changes in asset 
ratio analysis and 
depreciation leading to a 
change in the net result. 
The revaluations of assets 
will have no impact on 
Cashflows. 

Medium N/A 
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8.5 Other – Assumptions, Risks, Uncertainties and 
Sensitivity 

 

 

 
Disclosure/Assumption 

 
Assessed 
Financial 

Risk 

 
Impact of High 
Financial Risk 
Assumptions 

 

 
Level of 

Uncertainty 

Financial Impact and 
Sensitivity for Assumption 

with High 

Level of 

Uncertainty/Risk 

Underlying Inflation: 
Forecast inflation at 3.5% per 
annum, with other 
adjustments on a granular as 
described.  
 

Medium N/A Medium N/A 

Commercial Activities: The 
Shire has no plans to 
undertake a new significant 
commercial activity during the 
period of the Plan. 

Medium N/A Low N/A 

General Economic Forecasts 
for State: The economic 
forecast for the State is closely 
linked to the success of the 
mining industry. Demands for 
minerals is forecast to remain 
stable in the short term with a 
corresponding stability of the 
State economy. 

Medium N/A Medium N/A 

General Economic 
Forecasts for Region: 
Historically, the region’s 
economy is heavily 
dependent on agriculture and 
tourism and this remains the 
assumption for the term of 
this Plan. 

Low N/A Medium N/A 

 

9.0 Ratio Performance 
9.1 Monitoring 

The Plan will be the subject of a desktop review each year to consider changing circumstances, 

with a full revision scheduled every two years in line with the review of the Strategic Community 

Plan. 

Monitoring the Shire’s financial rigidity and financial position along with its asset management 

performance is undertaken by preparing and monitoring various statutory ratios. 

 

9.2 Ratio Targets 

A series of performance indicators, in the form of financial ratios set out in the table below, have 

been used to assess the financial performance of the Shire. 
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To maintain comparability across the industry, these ratios and their respective target ranges, 

have been derived from the Department’s Long-Term Financial Planning guidelines and 

Regulation 50 of Local Government (Financial Management) Regulation 1996. 

The Department’s published Advisory Standard also provides target levels for each of the ratios. 
 
 

 
Current 
Ratio 

 
 
 

Operating 
Surplus 
Ratio 

Own Source 
Revenue 
Coverage 

Ratio 

Debt Service 
Coverage 

Ratio 

 
Asset 

Consumption 
Ratio 

 
Asset 

Sustainability 
Ratio 

 
Asset 

Renewal 
Funding 

Ratio 

current assets minus restricted assets 
current liabilities minus liabilities 

associated with 
restricted assets minus current 

liabilities associated 
with long term borrowings 

operating revenue minus operating 
expense 

own source operating revenue 

own source operating revenue 
operating expense 

 
 

Annual operating surplus before 
interest and depreciation 

principal and interest 

 
depreciated replacement cost of 

assets 
current replacement cost of 

depreciation assets 

capital renewal and replacement 
expenditure 

depreciation expense 

 
NPV of planned capital renewals over 

10 years 
NPV of required capital expenditure 

over 10 years 

A measure of the Shire’s 
immediate liquidity and the 
capacity to meet short term 
financial obligations from 

unrestricted current assets. 

 
A measure of the extent to which 

own source revenues raised cover 
operational expenses. 

A measure of the extent of the 
Shire’s ability to cover costs using 

only discretionary revenue. 

 
A measure of the extent of the 
Shire’s capacity to generate 
sufficient cash to cover debt 

payments. 

A measure of the aged condition 
of the Shire’s physical assets. 

 

 
A measure of the extent to which 
assets managed by the Shire are 
being replaced as they reach the 

end of their useful lives. 

The Shire’s financial capacity to 
fund asset renewal to support 

existing service levels. (This ratio 
is based on the ten years forecast 
expenditure and as such is only 
able to be calculated of the first 

five years of the Plan). 

1 

 
 
 
 

1% 

 

 
40% 

 
 
 

3 

 
 
 

50% 

 
 

 
90% 

 
 

75% 

 

Minimum 
target 

Indication Calculation Ratio 
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Appendix 1 – Forecast Financial Statements 

Financial Statements 

The following forecast financial statements have been prepared and are included at the end of 

the Plan. 

These forecast statements have been prepared within a framework which accords with the 

Australian Accounting Standards. 

The statements have been prepared based on a number of forecasts and estimates, and readers 

should ensure they have read and understood the reliance section under Other Matters at the 

end of the document. 

 
Statements of Comprehensive Income 

Often referred to as the operating statement, it shows the revenues and expenses over the 

periods. 

Statement of Financial Position 

More commonly referred to as the Balance Sheet, this statement discloses the forecast changes 

in the balance of assets and liability accounts over the periods. 

Statement of Changes in Equity 

This statement discloses the changes in equity over the forecast period. It shows the impact of 

operations on net assets and the movement in cash backed and revaluation reserves. 

Statement of Cashflows 

Represents the forecast cash inflows and outflows and discloses the changes to the balance of 

cash over the period. 

Statement of Financial Activity (Rate Setting Statement) 

A statement combining operating and capital revenues and expenses and discloses the opening 

and closing net current forecast surplus (deficit) funding position for each year. 

Statement of Net Current Asset Composition 

A statement showing how the closing estimated surplus/deficit has been calculated. 

Statement of Fixed Asset Movements 

A summary of the impact of the Plan on the value of fixed assets over the period. It discloses the 

movements in the net value of property, plant, and equipment and infrastructure. 

Statement of Fixed Asset Funding 

A summary of the capital expenditure by asset class and the source of funding for each class. 

Forecast Ratios 

The forecast ratios required by the regulations and discussed earlier under monitoring and 

performance. 
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Appendix 2 
Shire of Donnybrook-Balingup 

Forecast Statement of Comprehensive Income - by Nature or Type 
For the period 2022 – 2042 
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Appendix 3 
Shire of Donnybrook-Balingup 

Forecast Statement of Financial Position 
For the period 2022 – 2042 
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Appendix 4 
Shire of Donnybrook-Balingup 

Forecast Statement of Changes in Equity 
For the period 2022 – 2042 
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 Appendix 5 
Shire of Donnybrook-Balingup 

Forecast Statement of Cashflows 
For the period 2022 – 2042 
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Appendix 6 
Shire of Donnybrook-Balingup 

Forecast Statement of Funding 
For the period 2022 – 2042

 

 
 

 
 



SHIRE OF DONNYBROOK BALINGUP LONG TERM FINANCIAL PLAN 2022 - 2042 29  

Appendix 7 
Shire of Donnybrook-Balingup 

Forecast Composition of Estimated Net Current Asset Position 
For the period 2022 – 2042 
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Appendix 8 
Shire of Donnybrook-Balingup 

Forecast Statement of Movement in Fixed Assets 
For the period 2022 – 2042 
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Appendix 9 
Shire of Donnybrook-Balingup 

Forecast Statement of Capital Funding 
For the period 2022 – 2042 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



SHIRE OF DONNYBROOK BALINGUP LONG TERM FINANCIAL PLAN 2022 - 2042 32  

 

Appendix 10 
Shire of Donnybrook-Balingup 

Forecast Ratio Analysis 
For the period 2022 – 2042 
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Appendix 11 
Shire of Donnybrook-Balingup 

Projected Reserves Schedule 
For the period 2022 – 2042 
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Appendix 12 
Shire of Donnybrook-Balingup 

Summary of Assumptions 
For the period 2022 – 2042 

 

 



SHIRE OF DONNYBROOK BALINGUP LONG TERM FINANCIAL PLAN 2022 - 2042 38  

Appendix 13 – Forecast Significant Accounting Policies 

Basis of Preparation 

The Plan comprises general purpose financial statements which have been prepared in 

accordance with Australian Accounting Standards (as they apply to local governments and not-

for-profit entities) and Interpretation of the Australian Accounting Standards Board, and the Local 

Government Act 1995 and accompanying regulations. 

Accounting policies which have been adopted in the preparation of this Plan have been 

consistently applied unless stated otherwise. Except for cash flow and rate setting information, 

the report has been prepared on the accrual basis and is based on historical costs, modified, 

where applicable, by the measurement at fair value of selected non-current assets, financial 

assets and liabilities. 

Critical Accounting Estimates 

The preparation of the Plan in conformity with Australian Accounting Standards requires 

management to make judgements, estimates and assumptions that effect the application of 

policies and reported amounts of assets and liabilities, income and expenses. 

The estimates and associated assumptions are based on historical experience and various other 

factors that are believed to be reasonable under the circumstances; the results of which form the 

basis of making the judgements about carrying values of assets and liabilities that are not readily 

apparent from other sources. Actual results may differ from these estimates. 

The Local Government Reporting Entity 

All funds through which the Shire controls resources to carry on its functions have been included 

in the financial statements forming part of the Plan. 

In the process of reporting on the local government as a single unit, all transactions and balances 

between those funds (for example, loans and transfers between funds) have been eliminated. 

All monies held in the trust fund are excluded from the forecast financial statements. 

Rounding Off Figures 

All figures shown in the Plan are rounded to the nearest dollar. 

Comparative Figures 

Where required, comparative figures have been adjusted to conform with changes in 

presentation. 

Forecast Fair Value Adjustments 

All fair value adjustments relating to re-measurement of financial assets at fair value through profit 

or loss (if any) and changes on revaluation of non-current assets are impacted upon by external 

forces and not able to be reliably estimated at the time preparation. 

Fair value adjustments relating to the re-measurement of financial assets at fair value through 

profit or loss will be assessed at the time they occur and have not been estimated within the Plan. 

It is anticipated, in all instances, any changes upon revaluation of non-current assets will relate to 

non-cash transactions and as such have been estimated as an inflation adjustment to Other 
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Comprehensive Income, based on the value of the non-current assets forecasted to be held by 

the Shire. 

Goods and Services Tax (GST) 

Revenues, expenses and assets are recognised net of the amount of GST, except where the 

amount of GST incurred is not recoverable from the Australian Taxation Office (ATO). 

Receivables and payables are stated inclusive of GST receivable or payable. The net amount of 

GST recoverable from, or payable to, the ATO is included with receivables or payables in the 

statement of financial position. 

Superannuation 

The Council contributes to a number of superannuation funds on behalf of employees. All funds 

to which the Council contributes are defined contribution plans. 

Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, cash at bank, deposits available on demand 

with banks, other short-term highly liquid investments that are readily convertible to known 

amounts of cash and which are subject to an insignificant risk of changes in value and bank 

overdrafts. 

Trade and Other Receivables 

Trade and other receivables include amounts due from ratepayers for unpaid rates and service 

charges and other amounts due from third parties for goods sold and services performed in the 

ordinary course of business. 

Receivables expected to be collected within 12 months of the end of the reporting period are 

classified as current assets. All other receivables are classified as non-current assets. 

Collectability of trade and other receivables is reviewed on an ongoing basis. Debts that are 

known to be uncollectible are written off when identified. An allowance for doubtful debts is raised 

when there is objective evidence that they will not be collectible. 

Inventories 

General 

Inventories are measured at the lower of cost and net realisable value. 

Net realisable value is the estimated selling price in the ordinary course of business less the 

estimated costs of completion and the estimated costs necessary to make the sale. 

Land held for resale 

Land purchased for development and sale is valued at the lower of cost and net realisable value. 

Cost includes the cost of acquisition, development, borrowing costs and holding costs until 

completion of development. Finance costs and holding charges incurred after development is 

completed are expensed. 

Gains and losses are recognised in profit or loss at the time of signing an unconditional contract 

of sale if significant risks and rewards, and effective control over the land, are passed on to the 

buyer at this point. 

Land held for sale is classified as current except where it is held as non-current based on Council's 

intention to release for sale. 
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Fixed Assets 

Each class of fixed assets within either property, plant and equipment or infrastructure, is carried 

at cost or fair value less, where applicable, any accumulated depreciation and impairment losses. 

Revaluation 

Increases in the carrying amount arising on revaluation of assets are credited to a revaluation 

surplus in equity. Decreases that offset previous increases of the same asset are recognised 

against revaluation surplus directly in equity. All other decreases are recognised in profit or loss. 

Depreciation 

The depreciable amount of all fixed assets including buildings but excluding freehold land, are 

depreciated on a straight-line basis over the asset’s useful life from the time the asset is held 

ready for use. Leasehold improvements are depreciated over the shorter of either the unexpired 

period of the lease or the estimated useful life of the improvements. 

An effective average depreciation rate for each class of asset has been utilised to estimate the 

forecast depreciation expense for each year. These are provided in the table below: 
 

 
Asset Class 

 
Effective average depreciation rate 
 

Buildings 3.21% 

Furniture and Equipment 5.44% 

Plant and equipment 8.96% 

Infrastructure - roads 1.77% 

Infrastructure - other 2.71% 

Infrastructure - footpaths 1.20% 

Infrastructure – bridges 1.53% 

 
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s 
carrying amount is greater than its estimated recoverable amount. 

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. 
These gains and losses are included in profit or loss in the period which they arise. 
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Impairment of Assets 

In accordance with Australian Accounting Standards the Shire’s assets, other than inventories, 
are assessed at each reporting date to determine whether there is any indication they may be 
impaired. 

Where such an indication exists, an impairment test is carried out on the asset by comparing the 
recoverable amount of the asset, being the higher of the asset’s fair value less costs to sell and 
value in use, to the asset’s carrying amount. 

Any excess of the asset’s carrying amount over its recoverable amount is recognised immediately 
in profit or loss, unless the asset is carried at a revalued amount in accordance with another 
standard (e.g. AASB 116) whereby any impairment loss of a revaluation decrease in accordance 
with that other standard. 

For non-cash generating assets such as roads, drains, public buildings and the like, value in use 
is represented by the depreciated replacement cost of the asset. 

At the time of the preparation of the Plan, it is not possible to estimate the amount of impairment 
losses. 

Trade and Other Payables 

Trade and other payables represent liabilities for goods and services provided to the Shire prior 

to the end of the financial year that are unpaid and arise when the Shire becomes obliged to make 

future payments in respect of the purchase of these goods and services. The amounts are 

unsecured, are recognised as a current liability and are normally paid within 30 days of 

recognition. 

Employee Benefits 

Short-Term Employee Benefits 

Provision is made for the Shire’s obligations for short-term employee benefits. Short-term 

employee benefits are benefits (other than termination benefits) that are expected to be settled 

wholly before 12 months after the end of the annual reporting period in which the employees 

render the related service, including wages, salaries and sick leave. Short-term employee benefits 

are measured at the (undiscounted) amounts expected to be paid when the obligation is settled. 

The Shire’s obligations for short-term employee benefits such as wages, salaries and sick leave 

are recognised as a part of current trade and other payables in the statement of financial position. 

The Shire’s obligations for employees’ annual leave and long service leave entitlements are 

recognised as provisions in the statement of financial position. 

Other Long-Term Employee Benefits 

The Shire’s obligations for employees’ annual leave and long service leave entitlements are 

recognised as provisions in the statement of financial position. 

Long-term employee benefits are measured at the present value of the expected future payments 

to be made to employees. Expected future payments incorporate anticipated future wage and 

salary levels, durations of service and employee departures and are discounted at rates 

determined by reference to market yields at the end of the reporting period on government bonds 

that have maturity dates that approximate the terms of the obligations. Any remeasurements for 

changes in assumptions of obligations for other long-term employee benefits are recognised in 

profit or loss in the periods in which the changes occur. 



SHIRE OF DONNYBROOK BALINGUP LONG TERM FINANCIAL PLAN 2022 - 2042 42  

The Shire’s obligations for long-term employee benefits are presented as non-current provisions 

in its statement of financial position, except where the Shire does not have an unconditional right 

to defer settlement for at least 12 months after the end of the reporting period, in which case the 

obligations are presented as current provisions. 

Borrowing Costs 

Borrowing costs are recognised as an expense when incurred except where they are directly 

attributable to the acquisition, construction or production of a qualifying asset. Where this is the 

case, they are capitalised as part of the cost of the particular asset until such time as the asset is 

substantially ready for its intended use or sale. 

Provisions 

Provisions are recognised when the Shire has a legal or constructive obligation, as a result of 

past events, for which it is probable that an outflow of economic benefits will result, and that 

outflow can be reliably measured. 

Provisions are measured using the best estimate of the amounts required to settle the obligation 

at the end of the reporting period. 

Current and Non-Current Classification 

In the determination of whether an asset or liability is current or non-current, consideration is given 

to the time when each asset or liability is expected to be settled. 

The asset or liability is classified as current if it is expected to be settled within the next 12 months, 

being the Shire’s operational cycle. In the case of liabilities where the Shire does not have the 

unconditional right to defer settlement beyond 12 months, such as vested long service leave, the 

liability is classified as current even if not expected to be settled within the next 12 months. 

Inventories held for trading are classified as current even if not expected to be realised in the next 

12 months except for land held for sale where it is held as non-current based on the Shire’s 

intentions to release for sale. 
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Other Matters 

 
Reliance 

This Plan contains quantitative and qualitative statements, including projections, estimates, 

opinions and forecasts concerning the anticipated future performance of Shire of Donnybrook 

Balingup and the environment in which it operates (‘Forward Looking Statements’). 

None of these Forward-Looking Statements are, or will be, representations as to future matters. 

The Forward-Looking Statements are, and will be, based on a large number of assumptions and 

are, and will be, subject to significant uncertainties and contingencies; many, if not all, of which 

are outside the control of the Shire of Donnybrook Balingup. Actual future events may vary 

significantly from the Forward-Looking Statements. The reader should make their own 

investigations and enquiries regarding assumptions, uncertainties and contingencies which may 

affect the Shire of Donnybrook Balingup and the impact that a variation in future outcomes may 

have on the Plan and the Shire of Donnybrook Balingup. 

 

 
 

 


