Snowy Valleys Council Thursday 21 October 2021

SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031
(October 2021)

Council Ordinary Meeting 21 October 2021

FOR PUBLIC
EXHIBITION

This updated Long Term Financial Plan 2021-2031 was adopted by Council at its Ordinary Meeting
held XXXX, following consideration of comments or submissions received from public exhibition and
consultation with the community.
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(October 2021)

Updated Long-Term Financial Plan October 2021

Council's current Long-Term Financial Plan (LTFP) has been reviewed to inform the
community engagement around the potential introduction of a Special Rate Variation (SRV)
from 2022/23. The updated LTFP is provided for public exhibition to assist the community in
their understanding of matters relevant to long-term financial sustainability.

The Integrated Planning & Reporting (IP&R) documents were adopted by Council in June
2021. Council is currently preparing its new Community Strategic Plan, Resourcing Strategy,
Delivery Program and Operational Plan for adoption by the newly elected Council for the next
IP&R cycle beginning 2022/23. Specifically, Council's Delivery Program expired at the end of
2020/21, but due to the delayed Council election is currently being relied on for service
delivery. The Delivery Plan is not being updated at this stage as it needs to be informed by
the Community Strategic Plan. The Long-Term Financial Plan forms part of the Resourcing
Strategy and is required to be updated prior to a possible application for a Special Rate
Variation (SRV) to IPART.

Introduction

The Long-Term Financial Plan (LTFP) is a planning and decision-making tool that shows the
long-term financial impacts of Council’s decisions based on a set of assumptions. It is a
requirement under the Integrated Planning and Reporting (IP&R) framework for NSW Local
Government. Snowy Valleys Council’s LTFP is an important and central part of Council’s
strategic planning process that spans a rolling 10-year period and is a document that is
intended to remain flexible. The LTFP is reviewed and updated at least annually.

The three key elements of the LTFP correspond to Council's primary financial reporting
documents, namely the income statement, the statement of financial position and the
statement of cash flows. The income statement (or profit and loss statement) details
Council's operating revenue and expenditure associated with ongoing activities with a focus
on the operating result which shows whether Council is spending more or less than it earns.
The statement of financial position (or balance sheet) details changes in Council's assets
and liabilities. The statement of cash flows details where Council plans to generate and
spend its cash in operating (ongoing) activities and capital programs (renewals, upgrades
and new assets).

The key focus of this updated LTFP is Council's general fund which includes all activities
except for water supply and wastewater businesses, which are accounted for separately
under National Competition Policy requirements. The LTFP has been updated in October
2021 specifically to address the consequences of a potential introduction of an SRV. A
baseline scenario is provided and an SRV scenario outlines the changes that will be
achieved from the baseline scenario if an SRV is introduced.

Council's Water Supply and Wastewater Funds are included for information, but these have
not been updated from the previously adopted LTFP (Council 17 June 2021).

1. Key Financial Sustainability Objectives

Council recognises that the principles of sound financial management in the NSW Local
Government Act (chapter 3, section 8B) emphasise two key elements:

* Responsible and sustainable spending (aligning general revenue and expenses and
achieving a small operating surplus); and
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¢ Responsible and sustainable infrastructure investment (adequate provision in
maintenance and renewal).

Assumptions informing the SRV scenario for the general fund have been developed with the
primary aim of achieving an operating surplus in the long-term.

Council also ensures it provides sufficient funding for renewal of existing assets based on an
analysis of renewal requirements as set out in its Service Management Plans. Because its
assets are in good condition, Council proposes to keep its renewal program stable, but may
revise this forecast following a needs analysis in consultation with users.

In addition to the above, Council aims to maintain sufficient cash, manage its debtors,
maintain its debt within acceptable limits and to keep the typical residential bill for water and
wastewater services as low as possible and stable over the long term. Initial modelling has
been undertaken to assess the need for changes.

2. Key Items of Operating Revenue and Expenditure

This section is unchanged from the previously adopted LTFP. The annual budget
2021/22 will be reviewed quarterly and presented to Council in the Quarterly Budget
Reviews.

The following charts summarise the key areas of revenue and expenditure associated with
operational programs in Council's 2021/22 budget for the General Fund:

SVC General Fund Revenue 2021/22

Oth

Council expects to receive 45% of its revenue from rates, levies, annual charges and user
charges and fees. 53% of revenue is expected to result from operational and capital grants,
which for 2021/22 includes $9.9M grant from Softwoods and $9.5 in bushfire recovery /
economic stimulus funding. The remaining 2% of revenue are from investment returns and
other income streams.
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SVC General Fund Expenditure 2021/22

Intere 1 Loans

Council expenditure on employee benefits is expected to comprise 37% of total expenditure.
Materials, contracts, and other expenses that are used in direct inputs to operations will
make up 41% and depreciation 22%. Interest payments on outstanding loans are below 1%
of total expenditure.

3. Rates Harmonisation

Council approved the structure of its harmonised rates across its local government area after
extensive community consultation. From the financial year 2021/22 Council levies general
rates within four rating categories, residential, business, farmland, and mining. Details are
available in the Revenue Policy and on Council's website.

4. Special Rate Variation

A Special Rate Variation (SRV) applied to residential and business land in the former Tumut
Shire and expired on 30 June 2020. To date no additional SRV has been imposed. However,
it is evident that Council is unable to continue to provide services at current levels, maintain
and renew its infrastructure and continue to replace ageing community assets within the
currently available revenues without posting ongoing operational deficits.

The SRV scenario (second below) includes a proposed new and permanent SRV from
2022/23 onwards to allow Council to:

e maintain current service levels,

* fund ongoing maintenance,

+ fund renewal of infrastructure assets,

s increase capacity to renew deteriorating assets,

s ensure and improve financial sustainability,

s deliver key priorities in the Community Strategic Plan and Delivery Program, and
¢ reduce reliance on external grant funding for asset renewals.

The SRV scenario includes a compounded SRV of 32.25% including the IPART rate peg
introduced in two steps of 15% over two years. Each step is made up of the IPART
prescribed 2.5% rate peg plus 12.5% additional increase in the financial years 2022/23 and

Page | 5

10.6 Attachment 1 Page 188



Snowy Valleys Council Thursday 21 October 2021

SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031
(October 2021)

2023/24. The baseline scenario has been forecast without an SRV. Council believes that an
SRV is unavoidable unless service levels are considerably reduced across the Council area.

Between July and September 2021 Council undertook extensive community engagement
around a potential SRV to establish community understanding and willingness to accept an
SRV to allow Council to return to a sustainable operating model. A report outlining this
engagement and the feedback received is presented to Council at its ordinary meeting on 21
October 2021. A further phase of community engagement will be undertaken following this
meeting to allow Council to make an informed decision prior to Council's submission to the
Independent Pricing & Regulatory Tribunal (IPART).

5. Baseline Scenario

The assumptions that inform the baseline scenario are detailed below. The baseline scenario
extrapolates from the 2021/22 operational budget. The primary financial reports for the
scenario follow the discussion of assumptions. It is important to remember that the LTFP is
subject to uncertainties and change including changes due to uncontrollable events such as
legislative changes, natural disasters, and economic shocks.

Rates and User Fees & Charges

Rates, Fees and Charges increase in line with assumed CPI. However, in the future Council
utilities charges may change at a different rate depending on service level plans and
infrastructure needs.

Commercial works revenue is included in fees & charges revenue, albeit at a reduced level
from year 3 due to ongoing uncertainty over commercial works contracts.

Grants and other External Funding

Operational grant funding is assumed to remain at current levels. Council will pursue funding
with a preference for operational funding. Any new and upgrade proposals to service levels
and asset infrastructure are reviewed prior to funding submission and recommendations are
based on whole-of-life costing, community benefit and affordability in the long-term.
Financially unsustainable projects will not be pursued.

Employee Costs and Organisational Structure

Council's organisational structure budget reflects all current positions. It is based on the re-
structured administration that was put in place in November 2019. Further organisational
structure reviews are expected and will have an impact on future planning.

Employee costs make up 37% of consolidated Council ongoing expenses. The overall
salaries and wages budget is $17.9M for the financial year 2021/22. Cost decreases resulted
from a recent restructure and from a shift in accounting for some employees (primarily those
working in the Infrastructure Works division) from operational activities to capital activities,
particularly grant-funded construction projects. Cost increases result from mandated wage
increases under the Local Government Award and staff moving through the Award structure.
Historically, award increases have been higher than CPI and the allowable increase in rates
revenue under the rating peg. Statutory increase in superannuation contributions come into
effect during the next 5 years.

Materials & Contracts and Other Inputs
Materials and contracts make up 28% and other operational inputs 12% of Council ongoing
expenses. These costs are assumed to increase in line with CPI.
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Population Growth Projections
Overall population growth is forecast to be less than 1%. Due to the minor forecast, the LTFP
has been prepared based on a no-net population change basis.

Indexation
Base indexation of assumed CPI| of 2% has been used except for employee expenses to
which an assumed index of 2.5% has been applied.

Asset Ownership, Management and Renewal

Council is seeking to maximise the useful life of all assets and aims to achieve this by
adequately funding maintenance and renewals. Council continues to manage assets in
accordance with its adopted Asset Management Plans within budget constraints. Council
owned/controlled assets receive priority spending and Council will continue to review
circumstances that have an impact on strategy, including condition assessment protocols,
determining remaining asset lives and service levels.

The forecast expenditure is insufficient to meet the cost of predicted asset renewals risking
declining levels of asset conditions leading to more costly replacements, reductions in
service levels and a backlog of renewals. Council is fully utilising the revenue from Roads to
Recovery and other State and Commonwealth grants to fund renewals and maintenance
activities. A key assumption in the LTFP is that capital works are at least partially linked to
external grant funding. Council may need to identify additional income sources and/or reduce
the service levels provided should the level of grant funding decrease in future years,

Depreciation

Depreciation makes up 22% of consolidated Council operating expenses. By the end of the
10-year forecast period, depreciation is expected to rise to 24%. The forecast assumes no
significant valuation movements that would affect the current charges and the method for
applying useful lives. There is potential to reduce depreciation by disposing of underutilised
assets, and such a move will need to be considered in consultation with users.

Council's stormwater drainage assets were being revalued in the financial year 2020/21. This
did not result in a change to depreciation expenses.

Service Levels

Council is currently undertaking a comprehensive service level review and preparing new
and updated Service Management Plans (SMP). Corporate overhead costs and, where
applicable, identified direct costs will be recovered from all services, capital projects and
commercial works to avoid cross-subsidisation of services

All services are being evaluated for community benefit, delivery costs, full-cost recovery,
community service obligations and alternative delivery options. In engagement with the
community, Council will identify services the private sector may be better placed to efficiently
deliver and low-value services for reduction, divesting and rationalisation. Services that
promise highest value to the community and are financially sustainable will be prioritised and
those services that draw excessively on Council resources will be considered for reduction.
Maintenance management systems and plans are aligned with preferred service levels and
funding opportunities.

Natural Disasters

The LTFP assumes that Natural Disaster impacts on public infrastructure will be funded from
State / Commonwealth natural disaster arrangements. However, the recent bushfire crisis
has shown that in the case of a major disaster, these funding arrangements are inadequate
to cover all costs to Council and result in cash flow management issues. No allowance has
been made for future disaster events, however, if Council achieves its financial sustainability
goals, it will be much better placed to respond should a major disaster affect the area. The
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baseline scenario leaves no room for this. Disaster funding is not received for Water and
Wastewater Infrastructure, Public Open Space and Recreational Facilities, damage to which
must be funded from available reserves or be covered under insurance arrangements.

External Factors

In the past few years financial assistance grants have been partially prepaid. While this has a
negative effect (reduction in income) on the operating budget of the following year, the fact
that it has occurred on a regular basis has resulted in minimal impact against forecast
income. All scenarios assume that all grant funding will be received during the financial year
it has been allocated.

Interest Rates
Due to the ongoing economic uncertainty a conservative approach has been taken for the
initial two years. For the following years, a slightly higher return has been assumed.

External Borrowings

Council currently holds several external loans against water, wastewater, caravan park and
building assets. At this stage only one future loan is forecast within the LTFP (Water Fund).
Loans will be considered in future where required and beneficial to Council's cash flow
management.

Implications

The baseline scenario shows an operating deficit after capital grants for all 10 years. The
importance of the implications of an ongoing operating deficit forecast in this scenario cannot
be overstated. Over the next 10 years the general fund cumulative deficit $40 million and the
consolidated cumulative deficit reaches $35 million. General fund cash holdings reduce by
$16 million, to well below the level of cash required for ongoing operations. It will also result
in deteriorating infrastructure assets due to the inability to fund required renewals. This
scenario fails to meet the key principle of financial sustainability to achieve a balanced resuilt.

Council's sustainability cannot be maintained if grant funding reduces. Over the longer term,
as assets which are currently in good condition deteriorate, Council will need to increase its
investment in replacements and to do so, it will need to draw on its operating income and its
reserves unless additional grant funding can be sourced. The baseline scenario shows no
room to achieve this.

Without taking measures to increase revenue and decrease expenditure, Council will not be
able to afford the provision of the level of services and infrastructure it currently provides to
the community. Such a course of action will also fail to meet the key principle of financial
sustainability regarding intergenerational equity where Council is unable to maintain its
infrastructure assets as required.
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Baseline Scenario — Primary Financial Reports
Following are the reports for Council’'s General Fund, Water Supply Fund and Wastewater
Fund and a consolidated model incorporating all three.
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Income Statement - General Fund

T T TN T

Incame from continuing operations

Rates and annual charge: 5,581 5,757 9967 10245 10448 10857 10870 11,088 11510 1,55 11,766
User charges and fees 13,205 12927 13,186 15,450 13718 13963 14275 14558 14849 15,146 15,448
Interest and investment revenue 8 350 767 765 480 472 466 450 456 454 452
Other revenues 4,368 4141 4224 4308 4334 4482 4572 4,663 4757 4,852 4843
Grants and cantributions - Operating 25,335 10740 10855 11174 11398 11635 11858 12,085 12337 12584 12,835
Grants and contributions - Capital 10,343 17,875 7710 1744 1778 1614 1851 1388 1926 1564 2,003
Mt gain fram the dispasal of assets [} - . - - - - - - - -
Share of interest in jaint ventures . . . . . . . . . . .
Tatal Income 63,115 55791 48839 41684 42218 43045 43889 44752 45634 46535 47,455
Experes fram continuing aperatians

Ermployes banafits and ancoits 18582 13987 337 | 14695 15063 15439 15825 16221 16627 17042 17468
Borrawing casts 155 54 ] El 73 & 50 53 & 42 36
Misterials and contracs 28723 517 9357 9544 5735 0930 10420 10331 10535 10748 10,953
Depreciation and amortiation 8,151 g 788 8734 10484 I0MBE 10566 10808 11,024 11204 11483 11,638
Impairment - - - - - - - - - - -
Other expenses 185 T3 TTES TEM BOTS B B0 8574 8745 320 5,098
Met loss fram the dispossl of assets 2,284 - - - - - - - - - -
Tatal Expenses SE060 39657 AL2TZ 42426 43338 44272 45237 46203 47200 48212 49,264
Met Operating Result 5055 16133 5567 Mz Llam (227 (L35 (1L451)  (L567) (LES7)  (1,308)
Met operating result before grants and

cantributions provided far capital purposes (5,289)  (1,742) [2,143) (2486) (2308) (3,042 (3,189) (3330 (3403 (3651 (3813
Statement of Financial Position - General Fund

Cash are Fvestrerts 13075 33340 33242 19007 1B61E 18275 17587 10E18 17476 19508 17518
Receivables 11,538 6T L) E- 8147 8509 8476 B545 8818 2994 8,17
Inventanes az 137 140 143 136 149 152 155 155 161 158
Giner 321 4 Py ELrs 304 4 ELrs 3 344 34 30
‘Tatas current azets A0 ALe70 aisal @090 grasd | a0 WO mewa 69% 200 Al
Ncurrant assats

Invesimenis 5000 SO0 5000 5000 5000 5000 5000 5,000 5,000 5,000 5,000
Recsivabies 11 12 15 13 1 15 14 1 1 14 is
Invertanas 147 1z 15 17 120 122 125 17 130 132 135
Infmstructune, property, par and equpment 582316 575205 504057 R22E35  AT.104  6SLSGT | G662  GOL000 605906 TIL1AZ  TI6AD3
Invessment property =0 S0 a0 40 sao a0 40 = san 340 an
Inbsngie sisets a8 = - . - - - B 0 G -
Jairk waniurs invstmenits - - - - - - - - - - -
Tatsl non-current assets 45460  GDO7el  GODU24 63305 642577  G5R.072  67L710  GBeAEl  70L4B)  7Tieeed  7alsel
Tatal assets 573571 GZZI31 | GALUS 655795  GEOAIL GOS0 GEGED 713443 T2ATY AT A3
Curment linbilities

Pappbiez 5780 1854 1957 204z 2087 1M 2am 2,250 2280 245 2588
Ingaens recened i aehbnce BE29  BES  B69 669 BE9 5629 GG 5,529 5529 8529 8,629
Bermavirgs 200 273 a8 73 181 187 143 100 186 112 11e
Provisians 5050 1916 4014 4115 4118 458 4451 4,542 4555 Cher) 4891
Tatal urrent lanites 17,623 18772 14830 15088 15135 15283 15,380 1550 15,670 15,342 1021
Mon-current habiities.

Papmbi - - - - - - - - - - -
Bomawings 2451 74 (279 {275) 1181) (187 1143] (105 (156 (112] 18]
Previsins 2158 2158 2158 2158 2158 2158 2158 2,158 2158 2158 2,158
Tata! non-curren inhities 4583 1ess 187 18as 187 Lael 2008 2058 105 =3 2098
Tt Linbilies W GGT SR 1600 IZMR A%ae4 0000 TR L7m dTA0 asmd
NET ASSETS 551359 GOSST4  GIGA6T 638851  GSL7TI9  GGGO0G  GBLIGD  GUSEEA IS TSE MLl
Equity

Accumuisted surpLs A7E9S5 493055 SSEE6 970 A9BSO4 MGSNTE | 49429 4927EY 481220 S9SN 4NTM
Ravalusticn ressrves 74334 112475 136501 140,827 155935 171330 187030 203097 210537 | 235301 253397
TOTAL EQUITY 551359  GOSST4 625167 63451  GSL739 666006 GBLIGD  GUSSBA 7075 75835 MLin

Statement of Cash Flows - General Fund

Cash fiows from operating activities

Rates and ancusi Sarge BsEl 75T agey 10448 05T 10670 14088 14310 41535 1L7AE
User carges and fees 8 16878 13018 13358 15830 14,107 14388 14877 14570 15,268
Investment reverve and interest =8 550 87 4ED v dah 5D a5k asa a5
Grants ang centisuizra 35678 2B61S 18665 13176 15440 13709 13883 14263 1454 14839
Gither 4360 412 4 435 saEr asm 4,884 4757 4852 4,88
o
Empicyee benehits and an-costs (18,989) (12,873) (14435 (14795 (15186) (15.545) (16,740 (17.153)  {17,588)
aterinis ang cortacts (10,38 [2319) (9505 (0695) (2089 (10,454) 10,703
Bamaving casts &) 181) (73] L] (a8| (L]
Gither [7.763)  (7521) (807%) (3241 5745) (3920
Net casn provicer ar used] in apersting sctuities 8167 6068 5210 5048 514 3 Sam
Cath Pews friem imvesting activities
Sale of investments 18,504 - - B - - - - - - -
Sale of real estate assets - = - B g - - - 0 = E
Fale o edrasinicm, opmity, slam are s et (2,290 - - - - - - - - - -
Sther 158 g - - - - - - - - -
Purcais of ireitiments. (5,003 - - - - - - - - R -
Furchsse of resl estate assets - - - - - - - - - - -
Funchzse of infrssracte, gragerty, pare nd equipmes (B672) (2B074) (15086 (23357 (B37T)  (B503) (545 (BST P04 974z (n.aa)
Gither - - - - - - . . - - E
wsed| in imvesting |2308)  (z7.626) (15.086) (23387 [2377)  (9.503] |2.545) (2577) (9.704] [EELE] [EEH)
Cash ows froe financing activities
Hew loans - - - - - - - - - - -
Lear regayments 1105 (150 273 T [ECE I VI G 1148 (160) (108| 113
& used]in [208] i1%a) (278 (279} [E] (2] 7 (2] [EE) [E] [233)
Metincrense / |decrense] in cash (21 L1 (298] ey 8| (235) (=0 |ama) |a6a} (LR [528)
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Income Statement - Water Fund

Income from continuing operations

Rates and arnual charges 955 1608 1534 1667 170 1734 1758 180 1840 1877 1818
User charges and feas 23959 5,000 3,080 LRES] 3184 5247 LR H 13578 5446 3518 5588
Imterest and investment revenue 55 k) 100 44 - - - - - - -
Other revenues 568 - - - - - - - . -
Grants and contribution: - Operating - - - - - . . - . .
Grants and cantributians - Cagital 363 &5 - - - - - - - -
Met gain freen the dispasal of assets 5 - - - - - - - - -

Share of interest in joint ventures - - - . - . . . . -

Total Income 4319 4,698 4,794 4,832 4,584 4981 5,081 5183 5,286 5392 5,500

Experues from continuing operstions

Employes benefits and ancasts 675 e 288 1023 1,048 1075 1108 1130 1158 1187 1217
Baorrawing casts 170 138 £ a 2 - - - - - .
Msterials sne contracts 2143 7= 774 789 805 821 638 854 871 a8 507
Ceareciation and amertiation 1318 1157 - - - - - - - -

Irpalrmeat - - - - - - - - - - .
Other expenzes 520 139 1417 103 1471 1503 1533 1364 1583 1627 1880

Met loss fram the disposal of assets - - - - - - . - - -

Total Expenses 4631 4,07 3223 5266 3,550

5475 3508 3625 3703 3788
et Operating Result 318 T 1572 1566 1554 1581 1608 1634 1661 1688 1707

Net operating result befare grants and
bers e o it

147) W5 1572 156 1554 1561 1508 1634 1661 1689 1707

ion - Water Fund

Statement of Financial Posi

Cusrent nssets

Cah and imvestments 7.255 5.012 2215 14.108] (3.871) {3117 {2.748]  {2.052) {2.142)
Receivadles 241 5 F) 50 kL 292 o9 s L
Inventaries - C - - 3 - - = = =

Ethar - - - - - - - - - -

Tatal current assets 7% 5281 B {5n2s| [nsas] (20 (2348 [EE N EX TR 13,737) (1.020)
Nercurrent asiets

Inveszments - - - - - - - - - -

Recsivssies - B = < - - B - - - .
Invertenes - - c S - - - r - - .
Infrastructure, poperty. plant and equipment 48212 52078 57.767 67382 704m 73088 TAd1 80383 B3186 BE128 8514
InvEsEmEnt preperty - B - - B . . 5 - - 0
Intargiin asse - - - - - - - - - -

Jairk venture investments. - - - - - - B - - -

Tatsl non-current assets 95212 52276 57767 67382 70481 73088 76001  BO3 83185 86128 Baold
Totwl Assets 56708 57557 60257 63555 66395 70263 3602 TS 80756 B4381 88054
Cument liasiities

Peynbies 81 53 52 54 55 56 57 58 &0 &1 62
Income receivedin sdvance - - - - - - 2 z - - -
Bomrowings 624 a2 (5d) k] - . - - 0 - .
Prenisians - 7 280 87 = 301 09 316 324 a2 3a1
Totel cerrent lissiites 15 828 ) 300 ED 357 366 B 384 393 w03

Hon-current inisies

Payaiies - B - - - - B - . - .
Berravirgs 1549 (502) 54 40 - - - - - -

Previsions - . - - - - - - - -

Tatel neer-current fatiliies ) ] 54 0] " 5 0 = = . N
Tatel Linkilties 2,364 326 E:H 340 48 357 386 ) 384 3m3 a3
NET ASSETS 56384 57231  SSEIS | 63215 66547 69906 7332 PR3 80372 £3398 A7EN
Bty

Accuruinted suphe 52435 53834 54883 B6513 50107  5G680 61298 E2E31  BA5EZ  SE2E1 E78EE
Revalustion reserve: 1825 5408 5081 6701 B0 10217 1a0sa  1%zel asted 1917 19858
TaTAL AUy BAI S7201  bawnh  GRiE  £68A7 GO TAN2e  emz  W0Ez  ERE GLeed
Statement of Cash Flows - Water Fund

ash Plows from apersting actwities

Rates and ancul charge 955 1602 1534 1667 1,700 1734 1769 1504 1840 1577 195

User charges and fees 2877 2872 3058 16 478 323 3306 3373 3440 3508 5578
Investment revanue andinterast LL] 0 100 44 - - - - - - .
(Grants and centibutions 365 &5 - - - - - - - -
Gtner 569 - - - - - - - - -

Empiayee benefits and orrcosts (575)  [1.247) {1.020| {1083 (1110 {1.166]  (1,135) {1.225)
Rterin ang ceramets J2120] 1797 774 (788} (820) 1836 (870 (s8E) (505)
Bcaving coses [EE ] 134] L] - - - - B
tner (320] 11335 1503 (1533 11.585) (1827  [1880]
Net casn praviced {or wsed) in opemting actities Tase 158 T % 70
Cash fiows from investing activiies

Sale of imiestments . . - . - . . - 0 = 0
Sale o real estate nisets - - - - - - G = : G

Sl of ifravinuctare. pogety, lant ard sopizrrmct & - - - - - - - - -

Gtner - - - - = - - - -

Purchase of investments - - - - - - - - - -

Purchase of real estate soets 0 - - - - - - = 0 = 0
Furchase of infrasicture., pogety, plam and emspment (800 (2655 (3888) (7545 (1.380) 850)  (L140) (2500 (5] 11.820)
Gther - - - - - - - - - - .
Nt cazh proviced for used) in investing acthities [ I 2 I T T = I [EEIETE]
Cash flows from financing activities

i lzans - - = - C 0 G = - G

Losn rezaymeniz [CEE] () 1502] £ £ - - - - -

Hiet casn pronieied for used) in frsancing sctuities Tas] (52 [EZ] E] a - B B B B

Nat incrauie / {aecrenis) in cah 353 [2007 jzEdd |5:22g) 2z 40 a8 [ 744 [ (£
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SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031

(October 2021)

Income Statement - Sewer Fund

Incame from confinuing aperations

Rates and annual charge: 4080 4408 4,438 4,586 4678 4m 4,367 4,364 5,063 5,165 5,268
User charges and fees 575 m m3 288 284 300 306 312 318 325 351
Interest and investrmen Ll E1 30 181 e 19 13 121 u7 13 45 -
Other revenies 161 - - - - - - - - - -
Grants and contributions - Dperating 15 - - - - . - - - B -
Grants and contributions - Capital a0 . . . . . . . . . .
Nt zain from the dispozsl of aszats . . . . . . . . . . .

Share of interast in jaint ventures - - - - - - - - . . -

Tatal income 5352 4715 4960 4383 5091 5184 5794 5393 5488 5536 5,599

Expenses fram continuing aperations

Employee benefits and oncosts 1] 1,090 L7 1,148 1174 1,208 1,253 1,264 128% 1328 1,581
Barrawing cozts 136 123 158 152 145 136 e 18 109 k=) a8
Materials and contracts 2,547 s a1 207 03 £33 56 73 el cog a7
Deprecistion and smertisation 1843 E10 1,546 1583 1615 1633 1,687 736 1789 1824 1,861
Impairent - - - - - . - - . . -
Other expenses 182 1519 1,549 1,580 1812 1644 1677 1710 1745 1779 1315
Met loss fram the discsal of assets 2 - - . . . . . . . .
Tatal Expenses 5172 4317 5163 5260 5368 5476 5581 5702 5828 5839 605l
Met Operating Result 180 398 03) (B4 (77 (90}  [287) (308 (334 403 [452)

Mat cperating result before grants and
cantributians provided for capital purposes (220) 98 293 @BY @I (81 (87 (308 (3] 03 [452)

Statement of Financial Position - Sewe

Curment nssets

Cash ar Fvestrents 10410 9065 5458 5aa8 551 G063 535 5E7 I (468 (3]
Ascsivabies 50 58 85 571 150 E Eh) @08 a1l 430 i
Invereznas - - - - - B - = T T -
Ciner - - - - - = - - - - -
Tatal curent azets E T T T R ¥ T X T T T NS ) =)
N currant assats

Investmenis - - - - - - - - - - -
Ascsivabies 0 - - - 0 - - 5 . . -
Invertories - G - - - C . - : C -
Intmstrustune, praperty, plart arnd s prent 65974 63348 7493 7503 FH0 772 B1305 B335 BRSNS 93147 94033
Inveztment pregerty - - - - - - - = - - -
Inargie sissts 0 - = - . - = 5 . . -
Jart wanturs invstmarks - - - - - - - - - - C
‘Tatal non-current azzets GRA7E e90A0 7AWl JhEME 700K0 TH292  ELM0h  BRES wiaaz  mon
Tatat Assets AT THITR BOAIT BRI EROGL BTZD SRR BRTe woee s
Cirrent habilies

Papami 2 k] 30 31 3 32 33 34 34 £ 36
Incms recenedin achencs . E = = . - - & . . -
Bomawings 22 145 153 161 170 179 188 188 210 221 33
Provisians - 05 313 21 318 337 325 354 363 37z 381
Tatsl current liskiities a0 3 1) ) wan 5 3 w7 3 3
Nen-current lissiites

Prppoes - G - = - . C 0 0 0 -
Berrawings 2343 (145 153y 1B (17O) 179} 1ES) 18e) (o) (2] 33
Provisins - - - - - - - - - - -
Tatst non-curren iabilties ] [N [EE] s3] (mw)  (me] () [EE]
Tats! Linbiities 335 3 3z 360 68 i = a7 07 a7
NET 55ETS TEAI BOATA  BLEEI 83600 5360 7066 BBSEE  S0841  SLeET  M45M
Equity

Accumulated s 67841 68233  GB036 67753 67476 67434 66397 EG5EE 6654 63851 65338
Revalusticn resarves 6146 10499 12137 14110 16135 18176 20268 21400 24587 26836 281N
TOTAL EQUITY 73367 78438 B0A74 61863 83,600 85360  870s6  BRuss  S08al  S2ear 9851

wer Fund

Flows - Se

Cash fiws from cperating activities

Rates and annusl charges 4060 4408 4438 4,586 4678 47 4,387 4384 5.063 5.185 5.268
User charzes snd feez 4] 09 75 281 87 fir 98 504 o g i
Investment revenve snd interest Bl k4 181 ple) 19 113 121 u7 13 45 -
ronks and cankigaians a5 - - - - - - - - - -
Giher iei - - - - - - - - - -
Empicyee benefits and an-costs (633 (1385 (1125 (1153) (L1E%) (L.:11) 11.273)  (1304) (1337 (1.370)
Faterins and cantracts {2352 |78 (808) (82z] (838 1872) [EE) (£08| {926
Bormaming cost: (138] {123 (152) (145 1136 (118) (1658 [ (]
Cther (1% (1.519) 1822) (1644 0 Lnas (L) (1.815)
el i ing activit 1887 842 1383 1347 e 1438 1405 1382

Cash fows from inuesting Bctivities
Sale of imvestments - - - - - - - - - - -
Sale of real estate assets . . = = g O = - . - -
Sk o it prpety, plane aed wigs are 121 C C = 0 T C = = T -
Cther - - - - - - - - - - -
Purcnase afinuestments 0 G G 3 < - - = = = -
Pursnnse of ranl aibate st - - - - - - - - - - -
Furchas o ety sroperty, dast ind uzmest (465) (2,559  (4,308) (658)  {1478) {775)  (1.448) {1458) {4570)1 (3.895) {245)
Cther - - - - - - - - - - -
ans] [2.558] [3.508) (658 [1a78) [77s] [14a3)  [1Les8)  [as70)  (3.9m5] [245]
| 175 1145} (15%) (181) 1170) 1178) 1188%) (159) (210} 1£21)
seel| in g (i il Tes] =) Tie1] T (] (=] [EE] T2 [Z5)
Incremse / {decrense| in cnsh 1331 [t7=9)  jEEE] a3 [ET] £ |2=1) [EEETIR EE =TT - ) 223
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SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031

(October 2021)

Income Statement dated

TS TN T TN TN TN T T T TN TN T

Income from continuing operations
Rates and annual charges

User charges and feas

Interest ard investment revenue
Other revenues

Grants and sontributions - Operating
Grants and contributiens - Capital
Net gain fram the disaesal of assets
Share of inerest in jaint ventures

Tatal Income:

Experacs fram cantinuing operations
Ermployes bansfitz and encasts
Barrowingzoztz

Nisterials and contracts

Degreciation and smartisation
Imgaiment

Oither supenzes

Net loss from the dispasal of assets

Tatal Expensas
Mt Operating Result

Net operating result before grants and
cantributions provided for copital purpeses

17051 18140 18572 20009 20410 BIE E133 21689 22082 2253 1266
16905 16273 16598 16830 17268 17814 17567 1833 15593 19066 19448
458 Lt 1,080 918 L] 628 Big ] 85 &2 576
5218 4,22 4,505 4,381 4419 4,588 4850 4758 4,808 4,945 5,044
25380 10740 10855 11174 11386 11,625 11858 12085 12337 12384 12835
170 18053 BEad 2501 2356 3,018 3078 3,140 3,203 3,267 3332
76699 69841 61325 56340 57,143 58273 59444  GO6I6 61827 62999 64,220
20236 18577 17,094 17521 17958 18,408 18268 19,540 15,824 0,518 0,857
a1 367 02 254 224 m 128 172 187 140 123
34453 12383 12632 12884 13143 13405 13673 13845 14235 14510 14800
11172 10826 11270 11767 12003 12340 12495 127D 13033 13390 13580
180 11582 11815 12049 12250 12,556 1278 1h0ax 13,504 15570 1584
9930 51835 53100 54476 55619 S6801  sEOUl 59261 60542 61833 63,151
8,760 18,006 8214 1,863 1523 1472 1435 1,355 1,285 1,168 1,068
[4380) (1,047 (L033)  (LA43%)  (L,346) (L6485  [L785)  (L918) (2100  (2,25)

Statement of Financial Posit

- Consolidated

Cuarent mssets
Cazh and mpestmentz
Recsivabies
Inventonies

Otner

Tatal cument nozets

Hon-cument assets
merks

Receivaties

Imventaries

Infrestrustue, praperty, slant and sguprent
Inveskment property

Intangbie ssets

aink wenture investments

Tatal nor-current aisets
Tatal Assets

Current fabilities

Frymme

Inczens rezsued in sckance
Herrsming

Provisens

Tatal current labilities

Non-cument lisbilties
Pappbies

Berraning

Provisees

Tatsl nor-current lissilies
Tatsl Listiites

T ASSET
Equity

Accumuiated surplus
Revalustion reserses

TOTAL EGUITY

Cash Pews fram perating setvities
Astes and annusl charge:

User crarges andfees

Imvestmen reverue an irkerest
Geants ond contrisution

Other

Empicyes Eensiits and crrcests
hiaterisis nd cantracts
Berraming costs

ner

et eash provided [or used] in operating acthites
Cash fiows from investing sctwvities

£ale st Erestrants

Sale of real extete assets

Save of Wirasracture, gragersy. pant and smuloment
Cther

Furcnase ot investmerss

Purchaze af resl estate pasets

. property, slarm asd s
Ctner

et cash provided [or used) in invesing scEniiies

Cazh fiows fram Fnancing activiiies

Lean repayrnts

far

Net increase / (decrense] in casn

sh Flows - Consolida

T

IIOIT | ATA38 A1BAS 22300 2RS)E 24385 BAAET 24189 2368 211 BIL
12125 821 8,455 2840 8812 8,589 9168 9,352 5,539 %.750 9.524
92 137 140 143 16 129 152 155 155 151 154
E) E) 384 344 EL) 344 384 334 349 341
VA soesd  man TwE Bt 34,3 Mo szae  masae W5
5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5.000
1 13 13 13 13 14 ELs 14 14 15
17 115 117 120 122 125 127 130 152 13
557,702 731276 770506 750494 309382 830373 G521 675,521 G906 GI9.ME
340 3 340 310 320 340 3 310 ET) 340
438 - - . - - - - - - -
LLERE) nsTR 736,743 7597 T95.96T 5057 835,352 57,603 BBL304 904573 975,136
708,230 TELITE 787347 207,403 BI7. 75 B2ET24 E70,003 £91,653 513,714 935,088 558,780
5877 2,087 0E0 2128 A 2,322 2272 P8k 2,574 2427 451
8520 5,520 8,628 2529 8528 5,520 8629 5629 8520 8520 2629
1285 1,066 532 554 361 376 337 ) 35 333 352
5130 4870 4786 4506 5028 5,154 5283 5415 5,351 5688 5,832
[IEE Thaot 16,627 .31 Wm0 TR T R T R T 1730
6284 {1.066) {532} (554| (361) 1376} (337 (228 (315) 1533)
2158 2,158 2,158 2458 2158 2,158 2458 2158 2,158 2458
e [0 S6an 604 i e 1831 i [ i53s
27.363 1749 17,653 17,819 17,989 18163 13,342 18,524 18,712 18503
81,567 742453 TS 634 785,584 303,505 830,380 B51,661 73,128 895,002 317,135
BO0BA  BISZ05  B2BGIA  BIBEY1  BM0NS0  GN1SSE  GSN2O  EBMMEMA SNSSNS ANMI0F MW
81783 125278 12780 160753 179411 19669 18363 23647 256,063 80080 301505
GHLBGT | TRARN NG90 THOBE | GODG0R DRG0 WMAGRL  ERI36 DNL0SZ  Bi7aEs  a0en0

435
37.080
5218
(20.75%)
132318)
(473)
11825)
16033

13503
|2.508)
158
15.003)
(10837

[

(221
(]

107ap

18,144
128
410
25,793
42

(16,217

136,585)

[T

1875}
(B2

(2.793)

18572 008 0410 20818 KM 1081 253 ngEs
18418 188 17088 17458 19787 18506 18576 19.2%8
1,050 523 55 28 545 54 502 576
18793 14075 1435 14584 14835 15540 15851 16188
4,308 4382 2478 4,388 4660 4808 4946 5,045
(17211 (17541 (15062) (18,534) (18597 (19.472) (15,955)  (20456) (20570
{12503] (12843 (13100) (13,353) (13629] (13801) (14175) (14463) (14752
(302) (254| (224) 1302} (18] (172 (157) 1140 3)
[10515]  (12048)  (1R280)  (12588) (12787 (1B043  (1330d) (18870 (1ns4)
19,226 13,368 13274 13462 13,663 13,845 1047 14178 14,341
[24.227)  (32439)  (12738)  (11693) (13242  (14089)  (15844) (15227) (12381
[29227]  [24m)  [iz7m)  (1es3] (13287 [A0s8) (15844 (5227 (12361
(532 (354} 1361 (288)

o3 (] Toe1] T8 5]

[iE) 1425 & [EE) 2101} (1362) 1547
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SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 — 2031
(October 2021)

6. SRV Scenario

Based on feedback received from the community as part of the Service Level Review and
Rates Harmonisation and further feedback during the initial engagement around a potential
SRV, Council does not believe that the community is willing to accept vastly reduced service
levels or declining infrastructure.

The SRV scenario shows a path that allows Council to increase its revenues via increased
rates and reduce its expenditure through efficiency gains and cost savings with moderate
adjustments to service levels. It assumes that these shifts can be sustained in the long-term.
Council’'s Road to Sustainability Plan outlines several actions Council is taking to achieve its
objective of delivering sustainable best value to the community.

The SRV scenario represents Council's preferred long-term path to financial sustainability.

Assumptions
The key assumptions contrasting to the baseline scenario are:

¢ [ntroduction of a permanent SRV under S508A of the Local Government Act of
38.06% (compounded and including the IPART rate peg of 2.5%) over two years

» Efficiency savings through staff savings of $600K annually from 2022/23 with some
savings effected during 2021/22

Council may consider other saving options over the longer term, such as:

¢ Selling, disposing, or repurposing buildings, structures or land that could be suitable
for alternative management, are underutilised or no longer needed.

* Ceasing of services or transition of services to someone else to provide

* Review of frequency, quality and quantity of services provided to the community

* Transfer of a larger portion of the cost of services and facilities to the direct
users/beneficiaries rather than the general ratepayer

Implications

The SRV scenario shows a return to operating profits for the general fund from year 2023/24.
It allows Council to increase its asset replacement reserves to make sure services can be
delivered into the future. The SRV scenario meets the key principles of sound financial
management. It returns operations to a surplus in the long-term, invests responsibly in
infrastructure and avoids burdening future generations with excessive costs or extensive
reductions to services.

However, while this scenario shows reduced reliance on external grant funding, Council
continues to rely on external funding for infrastructure renewals. External funding will still be
required to fully fund required renewals in the general fund. Council considers the ongoing
level of additional funding achievable.
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SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031
(October 2021)

SRV Scenario — Primary Financial Reports
Following are the reports for Council's General Fund and the consolidated model. Note that
the Water Supply Fund and Wastewater Fund do not change under this scenario.
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SNOWY VALLEYS COUNCIL — UPDATED LONG TERM FINANCIAL PLAN 2021 - 2031

(October 2021)

Income Statement - General Fund - §

Incame from contining operatians

EENET IR T

Rates and annual charges 9581 9757 1136 13211 13473 13740 14019 14300 14586 14577 15175
User charges and fees 15205 12927 | 15185 15450 13719 13693 14278 14558 14,845 15148 15408
Interest and invasment revanue 28 550 Exi] &0 5T B41 o8 m a5 585 1017
Otther revenues 4568 4,141 4224 4.%8 4564 a482 A572 4685 4757 4882 4,945
Grants and cantributions - Operating 25335 10740 10855 11174 1138& 11625 11858 12085 12337 12584 12835
Grants and cantributions - Capital 10343 17875 T70 0 1744 1779 1814 1851 188 19 1888 200
et gain from the disposal of assets ] - - - - - - - - - -

Share of intarest i joint vantures - - - - . - - . - . -

Tatal Income 63115 55791 45195 44590 43342 46300 47280 48282 43308 50,356 5LA2

Experses from continuing cperations

Empleyes benefits and ancasts 18582 13987 14337 14635 15065 15458 15823 15281 16527 17,082 17488
Borawing casts 155 £l S &1 kel L &0 25 aE a2 36
Matzrials and cantracts 28725 §.074 8787 5,084 9278 s478 8677 9685 10,082 10,305 10,524
Depresiation and amortization 2151 8,738 9724 10asa 10388 10596 10808 11024 11,234 11459 11,688
Impairment - - - - - - - - - - -
Other expenzes 165 7613 78S 7821 8079 8241 5406 2574 575 2,800 5088
Net loss fram the dispasal of assets 2284 - - - - - - - - - -
Tatal Expenses 58060 39557 40672 41956 AZ8E1 43818 44776 45755 4575 47,780 4845
Met Operating Result 5055 16233 75 2724 ZAEL 2882 2505 2528 2,552 2,571 2,503

Pt aparating result bafore grants and
ibutions provided for copital purp (5289) (15642 f185) a8 ] 668 854 =] [ 613 500

Statement of Financial Position - General Fund

NECETN IETE T T T IO T T

Cument asets
Cash anclimestments 13075 33777 35179 23878 27040 30387 33021 30710 4L565 | 4580 50139
Arceivanies 7681 7847 8270 BSET 4167 8350 8537 971 5o 1011 10323
Inverkaries % 157 140 145 138 151 154 157 180 155 167
Giner E 5 9 ] 9 ] B a 5 E 5
Totsl current assets 21,196 1570 43 598 33019 36,364 39,897 43621 47,604 51757 56,120 0637
Nos-curment asiets

Invesements 5000 5000 S000 5000 5000 5000 5000 5,000 5,000 5,000 5,000
Receivasies 12 12 13 14 15 15 15 15 16 15 17
Inveranes 353 13 115 118 121 124 126 13 13 134 137
Infrastructure, property. plant and equiomens 541267 573761 SEEAI3  G2L300 635570 650063 GE46DT 679466 GSJES 70309 TadE5E
Investment progery 340 40 340 30 340 320 £ 240 540 240 0
Inbargicis aisty 248 - - = B - - z - - -
ot venture investments - = = - - - = - = - -
Tatal non-currant aisety 547,450 579226 598,891 626774 41,046 655,542 670173 684,950 693,953 715,099 730452
Tatel Assets 558,605 B20.757 642,489 59,793 &77.410 95,439 713,800 732,554 L0 TLae 91089

304 1954 1967 2,051 2087 2,143 215 2.240 2,280 2,341 2382

8629 B.525 8629 B525 &629 B528 B.629 5623 B629 5629 8625
120 73 Fh) 73 181 197 149 100 126 112 118
Brauisions 5205 3916 4004 4115 4218 4323 4431 454 455 | amz asm
‘Total current lisbilities 17,036 14772 14,920 15,067 15,134 15,292 15,400 15,530 15 680 15,864 16,032
Nes-current hakities
Prymbies - = - - - - - - = - =
Bemaving: (199 (273 @ 7y sy pen 4y j109) {106 (112 1118
Previgiang 2,158 2158 2158 2,158 2158 2,158 2158 2158 2,158 2. 2158
Tatsl noa-current labilfies THE oEm  a@m ams iwr awi iem o o T B
Tatsd Labilities 0004 16657 EU ) 1T a7 17355 A7 17,569 AT 47900 68071
T ASSETS 349,642 604,139 25,690 B3LE41 £60,303 &78,186 696,331 714,585 33977 753,319 730
Equity
Actumuiated srphs ATEERS  MB2ETI ) S0OSG6  S0B120 508581 EOBOSY  S105E3 | S15006  S1G&dE 0 RIB Sa082E
Asvaluntice reserves 73003 111265 125254 130720 154728 170422 185823 20LES? 218335 235084 252190
TaraL paury 549647 604138  EIEES0 G42BA1  EE0309 ETEA8E 696,391 714,985 733 977 753,319 TR 01E

Statement of Cash Flc General Fund

=0 |

Cash Phaws frcen opersting sctivities

Aates and annusl charges EECH 8757  aise 151 15478 157ad 14me 14,300 14,586 14,877 15175
User charges and fees 12184 12951 43563 12732 13530 13810 14085 14387 14555 14548 15347
Investment revenue andinterest 28 350 776 204 578 621 e T8 854 833 1017
Granks and contributiore S5ETS ZBE1S | 13665 12018 1M1TE 13440 109 15585 13,268 14548 14,235
other 4369 4041 4235 4308 4385 4482 4T 4664 4,757 4852 4,348
Emplayee benefits and orecosts 112,701) (14435 (15.545) (12955 [1&3%)  (167a0) 117,588)
Istensks ang contracts 8,801) {8.719| (8.439) (5535 (9.839)  [10,048) 10.478)
BorTawing costs {E3] (LL] (80] 133) (48] (38)
Ctner (7,768 (B241) (a0 (8874 (7Y (5,088)
I ] 5 567 [EET R TY TR TE T [ 180z

Cash flaws from investing actvilies
Sale of investmens 15505 - - - - - - - - - -
Sale of real estate assets - = - B - - - B = - -
Sale of infraximuctane, ey, pant and squmert {2290 - - - - - - - - - -
Cither 58 g - - - - - - - -
Purehase s inuastmants {5.005| - - - - - - . - - -
Furchaze of resl extste ssset - - - - - - - - - -
Furchase of infrastrucaure, property, plamt and equipmest (8672 (28074) (15085 (25.387) (9577 (9508 (5.54%) (9.577) 18.704) 19.742) (%,341)
Gther - - g - - - - - = - -
ded | ) im investing activities 2508 [27426]  (i600G]  (2h387)  (9577]  [45C8] (9,548 19577 o] (hoaz]  (84)
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7. Sensitivity Analysis
Both the baseline and SRV scenario have been evaluated in relation to their sensitivity to
changes in the assumptions.

Employee Costs

Council's ability to contain rises in employee costs has a major impact on future
performance. A key issue is the level of capitalisation (allocating employees to capital works
programs rather than operational) and the level of resourcing required for civil contracting
activities.

Future increases (indexation) of employee costs due to award increases and progression of
staff through the salary system are critical components of the modelling. Employee costs
increasing by an average of 1% higher than the assumed rate results in an additional $9
million and $8 million respectively to employee costs by the end of the 10-year period for the
baseline and SRV scenario respectively.

Interest Rates

Council has very low levels of borrowings and the existing loans are at fixed rates with
interest payments decreasing over time. However, the interest received on investments has
an impact on operating results. Further, utilising reserves for major capital investments
decreases the available investment assets from which interest is received.

Capital Works Programs

A significant increase in Council's capital works programs over what is proposed in the
updated LTFP will reduce reserves and cash holdings. If Council embarked on adding new
capital projects resulting in additional assets, not only will the reserves decrease, but
operational costs will increase both for maintenance and depreciation.

Grant Programs

Council relies heavily on external funding for its operations and capital works renewal
program. If such grants are reduced or discontinued, Council will have to generate
considerably more revenues from other sources. It has been assumed that Government
funding remains stable, however, should such funding decrease because of current
economic stimulus spending, Council’'s operating result would significantly worsen.

Rates Income

Rates Income is restricted to rate pegging as set each financial year by the Independent
Pricing & Regulatory Tribunal (IPART). If rate pegging was abolished, Council would have
greater flexibility o achieve financial sustainability.

Cost Shifting

Over the years other levels of government have shifted costs associated, among other, with
emergency services, weed management, food safety regulation, road safety programs and
fire and emergency services to local government without funding. It is likely that this trend will
continue and negatively affect Council's operating results.

Energy Costs

Increased energy costs are occurring with Council continually looking at ways to minimise
future costs. Solar panels and geothermal heating/coocling for Council buildings have resulted
in savings with further projects being investigated.

Insurance and Workers Compensation

Forecasting insurance premiums is difficult. Considerable increases in insurance premiums
are possible, influenced by several issues, particularly the occurrence of natural disasters,
economic uncertainty and climate change.
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Workers’ compensation premiums can increase at any time following a rise in claims or with
major open cases. Council's safety, risk & quality committee is committed to reducing
premiums and claims through increased risk mitigation, awareness and workplace safety
programs.

Superannuation

Council is responsible to fund investment shortfalls in the defined benefits member scheme
until all staff in the scheme have retired. Council has been advised to expect to be called
upon to fund investment shortfalls in this scheme due to the current economic environment.
However, no additional allowance has been made in the financial forecast at this stage as
the extend of the funding requirement is unclear.

8. Indicators

Council's key objectives include the achievement of an operating surplus over the planning
cycle and adequate funding of asset renewals. This is achieved under the SRV Scenario.
Other considerations include the achievement of industry benchmarks that Council must
report on as part of its annual report.

The following ratios are anticipated to occur under the SRV scenario (comment included
where divergent for the baseline scenario):

Operating Performance Ratio — Benchmark > 0%

This ratio measures financial sustainability and indicates Council’'s capacity to meet its
ongoing expenditure by comparing revenues with operating expenses (excluding capital
grants and contributions). In the SRV scenario, Council reaches the benchmark by 2023/24.
Under the baseline scenario, Council is unable to reach this benchmark.

Own Source Revenue — Benchmark > 60%

This ratio indicates Council’s ability to control its own operating performance and financial
sustainability. It compares operating revenues gained from sources other than grants and
contributions to its total operating revenues. Council meets this benchmark in 9 out of 10
years.

Unrestricted Current Ratio — Benchmark >1.5

This ratio indicates Council’s ability to meet short term obligations as they fall due. Council
meets this ratio throughout the period of the LTFP. However, in the baseline scenario,
Council assets quickly deplete, and Council is unable to meet this ratio from about 2025/26.

Debt Service Cover Ratio — Benchmark >2

This ratio indicates the proportion of operating revenues being utilised for interest and
principal repayments on loans. Council is well within the benchmark over the entire period of
the LTFP.

Rates and Annual Charges Outstanding — Benchmark <10%

This ratio assesses the impact of uncollected rates and charges on liquidity and the
adequacy of recovery efforts. It is expected to be achieved over the entire period of the
LTFP. However, economic factors may influence rates and charges collection in the earlier
years of the forecast.

Cash Expenses Cover Ratio — Benchmark >3 months

This ratio indicates Council's liquidity. It determines the number of months a Council can
continue paying for its immediate expenses without additional cash flow. The ratio is
expected to be achieved over the period of the LTFP. But under the baseline scenario
Council is unable to meet this ratio from year 2027/28.
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9. Capital Works Program
The capital works program for 2021/22 is included in the operational plan and budget paper.
The chart below shows the planned capital expenditure over the next ten years, however,
this is forecast requires regular updating due to changes to the works program and available
funding opportunities. It will be updated in line with the Community Strategic Plan and
Delivery Program.
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Council's Strategic Asset Management Plan contains further information on Council’s asset

portfolio.
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