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Kentish Council 
Long Term Financial Plan 2018-2028 
 
Frequently asked questions 
 
1. What is Council’s target level of cash and investments?  
 
Council does not set a long-term target for cash and investments because the appropriate level of cash and 
investments will vary over time dependent upon Council’s strategic plans, asset management plans and other 
plans.   
 
Setting a target level of cash has the potential to limit Council’s ability to achieve the goals of its strategic and asset 
management plans, or to efficiently manage its finances.  Some of the reasons council does not set target levels of 
cash and investments are: 
 
Limiting the effective use of debt  
 If Council set a target minimum level of cash and investments (over and above that required to meet Council’s 
debts as they become due) and then needed to borrow money in the future to meet the future needs of the 
community, then it would be forced to borrow more than it would otherwise need to maintain the target level of 
cash and investments.  The cost of the interest on the excess borrowings would exceed the interest earned on the 
cash and investments and this additional net cost could be avoided and councils finances would be most efficiently 
managed in these circumstances retaining only enough cash as required to meet Council’s debts as they fall due 
(with a reasonable margin for risk). 
 
Difficulty in forecasting future cash needs and potentially discouraging savings for future expenditure 
Council is the custodian of infrastructure assets with long useful lives and must provide for the replacement of 
these assets at the end of their useful lives.  To fairly share the burden of payment for these assets across 
generations of ratepayers, an averaged amount of cash is collected from ratepayers each year.  However, the 
timing of required replacement of assets does not necessarily match this averaged amount of cash received and so 
council invests this cash for the future replacement of its assets.  Whilst Council’s asset management plans 
currently cover a period of twenty years and its long term financial plan covers the next ten years, the level of 
uncertainty increases as we look further into the future.  Without an accurate estimate of the required asset 
replacement expenditure well into the future, setting a maximum target for cash and investments may encourage 
Council to replace assets before the end of their useful life, or look for other uses of the funds that will eventually 
be needed to replace assets. 
 
The level of cash and investments held is a means to an end rather than a goal of its own 
Council’s Financial Strategy and associated financial indicators and targets have been designed to achieve Council’s 
financial objectives.  Following the financial strategy and staying within the financial indicator benchmark s should 
ensure that the level of cash and investments held remains at an appropriate level to achieve the goals of Council. 

 
2. Council’s Long Term Financial Plan forecasts cash and investments of over $13 million in ten years 

time.  With this much cash and investments, why doesn’t Council reduce its rates? 
 
Rates are set each year with the aim of achieving a small underlying surplus to ensure council collects enough 
funds to maintain its existing service levels and asset base into the future and provide a small buffer for risk and 
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uncertainty (natural disasters for example).  The funds collected in any one year are not always required to be 
spent in that financial year (there may be less than the average assets reaching the end of their useful lives that 
year or there may be no natural disaster that year) and any excess is invested for when it is needed.  However, the 
amounts collected are based on the best available estimates of the future funding requirements and if rates are 
reduced rather than investing for the future, then in a future year when there is higher than average amount of 
assets reaching the end of their useful lives, or there is a natural disaster, there may be the need to sharply 
increase rates to cover these expenses.   This would be unfair to and potentially place an unreasonable burden on 
future ratepayers. 

 


