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26 August 2009 Director’s Report 

To the Ordinary Meeting Corporate Services Department
 

5.9  Interest Free Loans under the Department of Planning's Local 
Infrastructure Fund      

TRIM REFERENCE: F2004/06305 - D02001529  AUTHOR: CT 
 
SUMMARY 
 
This report recommends that Council make no submission in response to the Department of 
Planning’s Local Infrastructure Fund for the provision of infrastructure related to urban growth 
areas. 
 

RECOMMENDATION 
 
1 That Council note the eligibility criteria for the Local Infrastructure Fund and that 

there are no Council projects that meet this criteria. 
 
2 That Council not make an application under the Local Infrastructure Fund. 
 
 
BACKGROUND 
 
The Department of Planning has established a $200m NSW Local Infrastructure Fund to 
provide an “interest free” loans scheme for local councils that aims to bring forward 
infrastructure projects that are being delayed due to a lack of funding.  The available interest 
free loans apply to projects over $1m and the loan cannot exceed 10 years.  
 
The funding aims to provide an immediate economic boost through the implementation of 
water, sewer, drainage and roads infrastructure projects which are to be provided for local 
communities.  The focus is also on areas of high population growth and will assist in 
increasing the supply of serviced land for housing and employment. 
 
Under the funding guideline there are a number of essential and desirable criteria which must 
be met which include: 
 
Essential 
 
1 Ability to deliver – project must commence in the 2009-10 financial year and be 

completed in 12 months. 
 
2 Works must be essential to urban development. 
 
3 Value for money – costs included in the application must be supported and 

demonstrate value for money. 
 
4 Accelerated infrastructure provision – funding will only be provided to projects not being 

delivered due to a lack of funding. 
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Desirable 
 
1 Existing commitment to infrastructure projects – ideally projects would be part of an 

approved contributions plan or a development servicing plan. 
 
2 Integration to State Government infrastructure must already exist. 
 
3 Outcomes must be communicated to the public. 
 
Funding Conditions 
 
Project Cost: Project Cost minimum $1m 
One Funding Contribution per project: One funding contribution per project 
Funding restrictions: Funding will not cover administration, travel, licensing, 

salaries or other activities that are the responsibility of 
the applicant 

Council to meet all future costs: Council must demonstrate an ability to meet all future 
operating and maintenance costs. 

Loan Term: Loan period not to exceed 10 years, Council can 
propose a repayment schedule. 

 
Applications are to be submitted by 31 August 2009. 
 
In determining the appropriateness of projects that best meet the funding, consideration has 
been given to Council’s current debt service ratio and the forecast debt service ratio.   The 
following table shows Council’s projected debt service ratio based on the 2008-09 Interim 
financial results and the 2009-10 Management Plan projections. 
 

 2008-09 
Actual 

2009-10 
Management 

Plan 

2010-11 
Management 

Plan 

2011-12 
Management 

Plan 

2012-13 
Management 

Plan 

Debt Service Ratio 9.10% 12.31% 13.31% 14.00% 14.89%
 
 
Existing and planned Debt Service Ratios are approaching an unacceptable loan level, 
taking into account that the Local Government Department Guideline is 10%. Any increase in 
Council’s overall loan principal would mean that Wyong Shire Council would exceed the 
acceptable loan limit. Therefore, should Council consider lodging a submission under the 
Local Infrastructure Fund, it would need to do so with the clear understanding that if such a 
submission was successful, Council’s acceptable loan level would be exceeded. On this 
basis, Council should not lodge a submission unless the projects being considered have a 
clear and appropriate priority and Council is satisfied that funding to repay the loans will be 
forthcoming in the future. 
 
It should be noted that the Department of Local Government Indicators assess Council’s 
Debt Service Ratio on a consolidated basis, ie they consolidate the level of loans raised to 
service projects within the General Fund with the level of loans required to service works 
within the Water and Sewer Fund. As Councillors would be aware, it is the Water and Sewer 
Fund that carries the majority of Council’s loan liability. In fact, the General Fund carries only 
very minor loan liability and these relate to low interest loans taken out in respect of 
improvements to Council’s Holiday Parks. Should Council’s Debt Service Ratio be looked at 
only in respect of General Fund, its loan level would be well within the Local Government 
Department Guidelines.  
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As Council is only one of two water supply authorities within NSW, Council would argue that 
its Debt Service Ratio should not be looked at on a consolidated basis, rather that its loan 
levels should be viewed separately in terms of that applicable to the General Fund versus the 
Water and Sewer Fund. Despite Council’s view, the Department of Local Government 
Indicators currently only consider Debt Service Ratio on a consolidated basis. Therefore, as 
previously stated, should Council increase its loan levels within the General Fund, it will have 
the effect of placing Council’s Debt Service Ratio beyond an acceptable level. 
 
It is also relevant to note that Council has always had the ability to utilise loan funding to 
bring forward Section 94 works, as well as the recent ability to pool Section 94 funds. Should 
Council determine to utilise loans to forward fund Section 94 projects, it also has the ability to 
levy Section 94 funds for the interest payments. To date, Council has not favoured this option 
on the basis of the negative impact the raising of these loans would have on Council’s other 
loan raising ability. Council will need to give further consideration to whether it would 
consider utilising loans to bring forward certain Section 94 projects as part of a separate 
discussion in relation to the Section 94 Funding Model. To commence this discussion, a 
Councillor Briefing is scheduled for 23 September. 
 
Therefore, while Council may wish to consider additional loan raising within the General 
Fund to enable the forward funding of Section 94 projects on the basis that it would not 
extend the General Fund Debt Servicing Ratio beyond an acceptable limit, any additional 
loans for Section 94 projects will have an unfavourable impact on Council’s ability to raise 
loans for other General Fund activities.   
 
The utilisation of the interest free loans to accelerate the Section 94 infrastructure program 
means that Council commits to repayment of the principal in a period not to exceed 10 years.  
Hence Council will need to allow for the cash outflows and be able to meet the principal costs 
and operating and maintenance costs of the project.  
 
Potential projects 
 
Taking into account the factors included in the eligibility criteria (a copy of the full guidelines 
provided by the Department of Planning are attached for Councillors’ information), 
particularly the need for any project proposed to be currently unfunded, there are considered 
to be few options for Council to consider. The following table lists a potential range of 
projects. Council would note from the list that none of these projects entirely satisfies the 
eligibility criteria and therefore are unlikely to be successful. The projects also demonstrate 
the difficulty that staff encountered in attempting to identify projects that are high priority, 
necessary for urban development, are currently unfunded and yet a future funding/repayment 
source is evident. Therefore, whilst these projects are provided as options for Council to 
consider, it is recommended that Council not lodge a submission to the Fund. This action is 
recommended; both on the basis that there is a lack of projects that meet the eligibility 
criteria and on the basis that should Council be successful in any submission, the impact on 
its Debt Service Ratios would clearly be unfavourable. In addition, Council’s ability to raise 
further loans for projects within the General Fund would be adversely affected.   
 
1 Major intersection upgrades on Sparks Road to service Warnervale Town Centre 

- Agreement has not yet been reached with the RTA on funding share of intersection 
works. Intersection designs are not completed and approvals are not in place. Whilst 
these works are necessary to service development in the Warnervale Town Centre and 
will ultimately be funded by a Section 94 Contribution Plan, the works cannot be 
completed within an 18 month period to qualify for an "interest free" loan from the State 
Government.  
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2 Major intersection upgrades on Sparks Road to service the Wyong Employment 
Zone (WEZ) - Agreement has not been reached with the RTA on funding share of 
intersection works, intersection designs have not been completed and approvals are 
not in place. Whilst these works are necessary to service development in the WEZ and 
will ultimately be funded by the Section 94 Contribution Plan, the works could not be 
completed within an 18 month period to qualify for the "interest free" loan from the 
State Government.  

  
3 Porters Creek Stormwater Harvesting Infrastructure - There are components of the 

Porters Creek Stormwater Harvesting Strategy that are required to service 
development in the WEZ and adjoining development precincts. The final design of the 
Porters Creek Stormwater Harvesting Strategy has not yet been completed and 
approvals have not yet been obtained for the scheme which will be rolled out as part of 
a staged program over a 10 year period. These works include a stormwater re-use 
pipeline, regional water storages and constructed wetlands/storages. Council would not 
be in a position to complete construction work within an 18 month period on any 
component of the scheme given the timeframes that are needed to finalise designs, 
obtain approvals, tender for construction and complete works.  

  
4 Louisiana Road/Pacific Highway Signalised Intersection - Agreement has not been 

reached with the RTA on funding share of intersection works, intersection designs have 
not been completed and approvals are not in place. Whilst these works are necessary 
to service development in the Louisiana Road Infill Precinct and will ultimately be 
funded by the Section 94 Contribution Plan, the works could not be completed within 
an 18 month period to qualify for the "interest free" loan from the State Government. 

  
5 District playing fields in Precinct 7A - New district playing fields are planned to 

service the rapidly expanding population of the Warnervale District. Insufficient funds 
can be generated to acquire these playing fields using Section 94 Contributions for 
many years. Whilst land has been identified for future playing fields, it has not yet been 
acquired by Council. Hence no design work or approvals are in place to allow 
construction to commence and completion of the works within an 18 month period. 

 
 
 
ATTACHMENTS 
 
1  Detailed Criteria Assessment  D02002477
2  Project List  D02002546
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Attachment 2 Project List  
 

 
 Stage Government Criteria Council 

Criteria 
Project List Essential Desirable Essential 
 Ability to deliver 

– Project must 
commence in the 
2009/10 financial 

year and be 
completed in 18 

months of 
provision of 

funding 

Works must be 
essential to 

urban 
development 

Project Cost Total 
Funding 

Sought from 
NSW LGIF 

Value for 
money – costs 
included in the 

application 
must be 

supported and 
demonstrated 

value for 
money 

Accelerated 
infrastructure 

provision – 
Funding will 

only be 
provided to 
projects not 

being delivered 
due to a lack of 

funding 

Existing 
commitment to 
infrastructure 

projects – 
Ideally projects 
would be part of 

an approved 
contributions 

plan or a 
development 

servicing plan 

Integration to 
State 

Government 
infrastructure 
must already 

exist 

Outcomes must 
be 

communicated 
to the public 

Ability for 
Council to 

recoup funds 
and/or repay 
loan (other 

than general 
revenue) 

1. Major 
intersection 
upgrades on 
Sparks Rd to 
service 
Warnervale Town 
Centre 

  $2 million $2 million       

2. Major 
intersection 
upgrades on 
Sparks rd to 
service the Wyong 
Employment Zone 
(WEZ) 

  $18.5 million 
total $6 million*       

3. Porters Creek 
Stormwater 
Harvesting 
Strategy 

  $14.6 million $14.6 million       
4. Louisiana 
Road/Pacific 
Highway 
Signalised 
Intersection 

  $4 million $4 million        

5. Warnervale 
District playing 
fields 

  $10.6 million $10.6 million       
* Funding sought would be for one priority intersection only 
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