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Executive Summary

Our Region Our Future, the Bathurst region's Community Strategic Plan (CSP) is
supported by a range of other strategies and plans to help Bathurst Regional Council

(Council) achieve the vision of the community.

Supporting this vision is the Resourcing Strategy that includes:
e The Workforce Management Plan that makes certain Council has properly skilled
people and can access the necessary funds to do its work;
e The Asset Management Strategy and Plans that ensures that Council plans for
adequate infrastructure that is fit for purpose into the future; and
e This document, the Long Term Financial Plan (LTFP) that ensures Council plans
for adequate financial resources over the next ten years in line with the choices it

makes to manage assets and deliver Council’s services sustainably.

Council has an obligation to ensure that it manages its financial resources sustainably,
including that it has adequate revenue to cover expenditure. With the limitations imposed on
its income sources, to achieve a financially sustainable position every year Council has to
reassess the value of the services we provide. Council has implemented a large range of
efficiency measures to reduce operating expenditure, saving over $2m per year through
identified efficiency improvements since 2019 alone. Council has also increased income from

new revenue sources to help maintain service levels and achieve a balanced budget.

Council LTFP’s since 2013 have highlighted that Council’s long term sustainability continues
to deteriorate. With cost reduction initiatives having limited impact on sustainability
indicators, Council decided in 2023 to begin community consultation for a Special Rate
Variation (SRV) to assist Council in improving its financial position into the future. The
application for the Variation was not pursued due to community sentiment, leaving Council in
a position where alternate revenue streams and changes to service delivery need to be

considered (see Pathway to Sustainability below).

Council’s Operational Plan for 2024/25 forms the first year of this LTFP. To achieve balanced
budgets for this Plan while allocating resources to asset renewal for Council’s existing
infrastructure, Council could no longer sustainably deliver current service levels. As a result,
Council was unable to fund additional resources into maintenance of buildings, parks and

recreation services or road maintenance. In the future Council will need to continue to cut
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services and/or obtain approval for an SRV to return Council to a sustainable position. New
infrastructure assets such as further upgrades to Centennial Park and Adventure Playground

will not be possible without provision of grant funding.

There are many uncertainties in preparing a LTFP, accordingly, as required by IP&R
guidelines, this LTFP looks at how Council’s finances will stand up if it continues as it
currently is (the base case or planned scenario), a scenario if income remains the same but
costs increase (the worst case or conservative scenario) as well as modelling a scenario (the
best case or optimistic scenario) which contains a SRV to increase rates. For the best case
scenario, Council modelled various options with the aim to:

* generate an operating surplus, before capital income

* enable Council to fully fund its required renewal and maintenance

» ensure Council is able to bring back and maintain a positive unrestricted cash

position

* Council delivers all its improvement program initiatives

All scenarios have included known cost saving and new revenue opportunities implemented

by Council in prior years and under the Pathway to Sustainability mentioned above.

Several SRV options were modelled to determine the minimum increase required to return
Council to a financially sustainable position, while minimizing impact on rate payers. The
SRV option chosen for the best case/optimistic scenario in this LTFP arrests the ongoing
deficits seen in the base case and allows Council to maintain surpluses - that is, revenues

will fully cover expected operating expenditure.
Council’'s Operating Result before Capital Grants on a consolidated funds basis, as per

below, shows that the Conservative and Planned Scenario’s remain in deficit throughout the

LTFP period, with the Optimistic Scenario returning a surplus.
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Operating Result (excluding Capital)
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However, for the General Fund only, as per below, Operating Result before Capital Grants
shows that the Conservative and Planned Scenario’s require significant cost reductions of
between $15 and $25 million per year to be financially viable. Achieving such cost reductions
would result in significant reductions to council services. The Optimistic Scenario still returns
a deficit, but when considered with other indicators below, and Pathway to Sustainability
improvements yet to be quantified, is improving towards a sustainable position. Further cost

reductions or a larger SRV would be required to be investigated and implemented.
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Under the Optimistic scenario option, Council is able to invest more into asset renewal and
start to address the backlog of infrastructure that is below a satisfactory condition. Over the
ten-year forecast, Council would be able to improve the asset renewal ratio to well over the
100% benchmark that would maintain assets at their current condition. The Conservative
and Planned scenario have the same result (with the Conservative line hidden by the
Planned line in graph below), with the planned investment in asset renewals not improving

the ratio above the benchmark required.

Asset Renewal Ratio - General Fund
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As a result of increased Asset Renewal expenditure for all scenarios, Council will be able to
reduce its infrastructure backlog (cost to bring asset to a satisfactory level) from
approximately 10% of its total asset value to 2% (Conservative and Planned) and 0.6%
(Optimistic scenario) over the ten-year forecast period. Under the Conservative and Planned
scenario, Council’s spending on existing infrastructure renewals returns this indicator to just
above the benchmark of 2% by 2034. However, any variations that would reduce allocations
to infrastructure renewals would negatively impact this, such as cost shifting, infrastructure
damage from natural disasters or other events that cannot be predicted or planned.
Increased income under the Optimistic scenario returns this indicator to a sustainable
position by 2029.

Page 6 of 92



Infrastructure Backlog Ratio - General Fund
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Performance measures for the Planned and Conservative Scenarios show Council is in an
unsustainable position for the term of the LTFP, as measured by the Operating Performance
Ratio. This is a result of operating costs increasing faster than income can be increased, with

Council unable to allocate sufficient funds to spend on existing infrastructure maintenance

and renewal.
Operating Performance Ratio - Consolidated
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The Optimistic Scenario forecasts Council returning to a sustainable position from 2027/28

onwards, maintaining Council’s service levels in a condition expected by the community.
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How to read this plan

This plan has been broken into the following sections:

* The Integrated Planning and Reporting Framework — a brief background on the
legislative and other reporting requirements

« Bathurst’s Strategic Plans — significant points of linkage between Council’s key
strategic documents

+ Context — recap of Bathurst’s council area and other key issues

* Financial Planning assumptions — the key planning assumptions that Council has
used in developing this long term plan

* Risk Management and Sensitivity Analysis

* Financial modelling — different assumptions to show expected, best and worst-case
scenarios

+ Performance monitoring.

The Integrated Planning and Reporting Framework

All local councils in NSW are required to plan and report in line with the Government's
Integrated Planning & Reporting Framework (IP&R). Its specific aim is: "To inform the
community about the major directions and programs Council is undertaking in shaping the
future of the Bathurst Region". The Office of Local Government (OLG) publishes a set of
requirements, guidelines and a handbook that provide support to Council and the community

in understanding the IP&R framework requirements.

Bt —
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Bathurst’s Strategic Plans

Our Region Our Future, the Bathurst region's Community Strategic Plan (CSP) is
supported by a range of other strategies and plans to help Bathurst Regional Council
(Council) achieve the vision of our community. It identifies the community’s priorities and
guides the direction for the Bathurst Region over the next 20 years. The CSP is based on the
aspirations, knowledge and values expressed by our residents who contribute feedback
about Council’s many community engagement projects. Council has then articulated how it
plans to progress its CSP by defining what it plans to achieve in the next four years (term of

Council) in its Delivery Program and each year in its annual Operational Plan.

The long term vision will not be achieved without formal identification and allocation of
resources. The Resource Strategy outlines Council’s capacity to manage assets and deliver
services over the next ten years. It determines Council’s capacity to manage its finances
effectively, to sustain its workforce and manage the overall costs of community assets. It

includes 3 key elements:

* The Long Term Financial Plan (LTFP), this document, ensures Council plans for
adequate financial resources over the next ten years to deliver Council’s services and
infrastructure sustainably;

+ The Workforce Management Plan ensures Council plans for properly skilled and
supported people to do its work;

+ The Asset Management Strategy and Plans ensure that Council plans for adequate

infrastructure that is fit for purpose into the future.

What is the Long Term Financial Plan?

The LTFP is a financial projection that presents a longer term view of Council’s financial
position, reporting the cost of Council’s services, investments and capital programs for the
next ten years, and how Council intends to fund those, given certain assumptions and
estimates. It is the mechanism where Council can test assumptions and objectives against
financial realities to achieve the value statements included in the CSP process:

* We value our sense of place and identity

+ We aspire to have a smart and vibrant economy

+ We strengthen environmental stewardship

« We encourage sustainable and balanced growth

+  We foster community health, safety and well-being
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* We advocate for community leadership and collaboration

The Long-Term Financial Plan (LTFP) is a 10-year rolling plan that informs decision-making
and demonstrates how the objectives of the CSP and commitments of the Delivery Program

(DP) and Operational Plan (OP) will be resourced and funded.

The Long-Term Financial Plan includes:
* The planning assumptions used to develop the Plan
» Sensitivity analysis highlighting factors and assumptions most likely to affect the Plan
» Financial modelling for different scenarios e.g. planned/optimistic/conservative
* Methods of monitoring our financial performance

» Projected income and expenditure, balance sheet and cash flow statements.

The LTFP captures the financial implications of asset management and workforce planning.
For example, by identifying how additional assets will be funded, or existing assets renewed

or upgraded and what provisions are made for changes to service levels.
How often is the LTFP reviewed and updated?

Council reviews and updates its LTFP as key assumptions and factors change. Generally,
the LTFP planning assumptions and key risks are reviewed at least each year, with detailed
review at least every four years in line with a term of the elected council and Council’s

Delivery Program.
Council also undertakes annual and quarterly monitoring and reporting.

Annual Budgeting process
Each year, an extensive, detailed and complete budget process is undertaken by Council.

Incorporated into this process is a comprehensive review of the next year of the LTFP. The
Managers and Directors identify emerging issues and projects and propose them for

consideration to the forecast budgets produced over the 10 years that the LTFP covers.

Quarterly Reporting
Each quarter, all Managers are required to review their actual and forecast performance for

the relevant financial year and report reasons for variations to their budgets as approved by
Council. Managers are also tasked with identifying opportunities for an improved financial
result.
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Variations and proposals arising from the Managers’ reviews are then presented to the
General Manager for consideration before presenting them to Council. Upon resolution,
Council’s budget is then revised to reflect these changes.

This quarterly reporting process enables Council to track progress of the LTFP via the

Quarterly Budget Review Statement (QBRS) to inform the community of its progress in

delivering the latest revised budget.
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Context — Our Region
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Council’s assets and services

Council provides a range of services across four functional areas: Engineering Services;

Corporate Services and Finance; Cultural and Community Services; Environmental Planning

and Building Services. Below are Council’s principal activities:

¢ Engineering Services include:

O

O

O

Roads provides a road, bridge and footpath infrastructure network

Water services provide a safe, reliable and cost effective water supply
Sewerage services provide a safe, reliable and cost effective sewerage
service

Waste services provide an ecologically sustainable, reliable and efficient
waste management collection and recycling service

Parks, gardens, reserves & sporting facilities provide a range of parks,
gardens, recreational and sporting areas

Asset management provides a maintenance and renewal program that
ensures assets are maintained and provided in a manner that is economically

sustainable for access by future generations.

e Corporate Services and Finance include:

O

O

O

Human Resources

Governance & Risk Management

Information Services

Financial Services

Events

Property and Land Development

Corporate Communications

Mount Panorama Precinct provides activities that increase utilisation of the
facilities at Mt Panorama and promote it as a prime location for conferences,

motor racing and tourism activities.

e Cultural And Community Services include:

O

Cultural services provide a diverse range of activities including exhibitions,
performances, educational outreach, public programs and locally developed
projects via its peak arts facilities, including the Bathurst Memorial
Entertainment Centre, the Bathurst Regional Art Gallery, the Bathurst Library,
the National Motor Racing Museum, the Australian Fossil and Mineral
Museum Incorporating the Somerville Collection, Chifley Home and Education

Centre, Bathurst Rail Museum and the Central Tablelands Collections Facility.
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o Community services facilitate community participation and community
development, plan and advocate for community needs and provide
community infrastructure and programs to ensure residents have access to a
broad range of community services.

o Tourism & visitor services promote and market the Bathurst region as a key
destination by providing visitors and prospective visitors to the area with
quality information and services.

e Environmental, Planning and Building Services include:

o Built & natural environment plans for and manages development across the
region.

o Economic development facilitates the growth and economic development of

the region.

Key Financial Risks and Issues

Limited Ability to Increase Revenue

Council is constantly challenged by the community to provide more services and by the NSW
Government to take on some of its responsibilities without adequate compensation. Wage
increases are pre-determined by the Local Government State Award and are generally at or

above the rate peg increase.

Council’s rate income, which accounts for over 40% of its total income, is constrained by the
rate peg, which is a cap on how much a council can increase rates by. The rate peg is in
place to ensure the community are not disadvantaged by large increases, however, it is a
blanket increase across all councils and does not account for each council’s differing
circumstances. For Bathurst, the region has experienced an average growth of 1.3% over
the last ten years. With a growing population, expanding housing, a growing infrastructure
network, and an increasing demand for more services, Council’s finances are under a great

deal of pressure.
This is all resulting in deterioration in Council’s current and forecast financial position, as

measured by the Key Performance Indicators used to monitor long-term sustainability (as

seen in the base case of this LTFP).
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Increasing Costs

While Council has limited scope to increase revenue, the costs of the goods and services
that it buys is experiencing the same, if not more, increase as Australian households. Council
is continuously working on cost reduction initiatives that allow it to more efficiently deliver
required services and achieve a balanced budget. Since 2019, over $2m per year has been
saved through identified efficiency improvements, including administration costs and reduced

electricity usage from solar power and LED street lighting.

Inflation and Council Costs
Council’s costs are influenced by inflation in general, with the Local Government Cost Index

(LGCI) calculated by IPART to describe cost increases that are more akin to the goods and

services that councils buy.

The Consumer Price Index for the year ending June 2023 was 6.0% and reduced to 5.4% for
the September 2023 quarter when planning for this LTFP commenced. The high inflationary
environment of the last three years is showing signs of easing, but inflation is still expected to
remain higher than the Reserve Bank of Australia’s target range of 2-3% for at least the short
term, as supported by the Reserve Bank of Australia’s Statement on Monetary Policy —
February 2024, which notes that

“Inflation is expected to decline to the 2—3 per cent target range in 2025 and to reach
the midpoint in 2026. Services inflation is still high and is expected to decline only
gradually. Goods price inflation has declined faster than expected, both here and in a
number of other economies. This is due to softer demand and the easing of

pandemic supply disruptions that have flowed through to prices.”

Council has estimated CPI of 4.8% (same as rate peg) for 2024/25 and then 2.5% for
each year thereafter for this LTFP.

The Local Government Cost Index (LGCI) calculates the percentage increase in a bundle of
good & services used by local councils. While it represents a set of good and services that
better align to what councils spend on, there is limited forecast information available on the
LGCI and it therefore only looks at past inflationary growth. In recent years, historic inflation
has not been a good predictor of future inflation. Therefore, it is best practice to look at both

CPI and LGCI when assessing inflationary pressure on local government.

The trends and historic data show that increases in costs have been and are expected to
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continue to outstrip revenue growth in the short to medium term. For this LTFP, Council has

assumed same increases as CPI above.

Special Rates Variation

Council’s finances are under a great deal of pressure, resulting in continuing deterioration in
Council’s financial position, as measured by the Key Performance Indicators used to monitor
long-term sustainability (see later in this LTFP). Council LTFP’s since 2013 have highlighted
the unsustainable long term financial position Council faces from these continuing
challenges. In this time, Council has implemented cost saving initiatives and additional
income sources to ensure a balanced budget was maintained with minimal impact to service
delivery, declining the option to seek additional increases in general income beyond the

annual rate peg via a 'special variation' to rates (SRV).

Council decided in 2023 to begin community consultation for a SRV to assist Council in
maintaining its financial position into the future. The application for the Variation was not
pursued due to community sentiment, leaving Council in a position where alternate revenue
streams and changes to service delivery need to be considered (see Pathway to

Sustainability below).

The IP&R guidelines require Council to include a best case/optimistic scenario. This LTFP
includes a best case/optimistic scenario that models a SRV commencing from 1 July 2026,

to quantify improvements in long-term sustainability that this would allow.

Pathway to Sustainability

With the cessation of the SRV process during 2023, Council is now pursuing alternative
considerations to establish a “Pathway to Sustainability”. Sustainability is not just Council’s
financial position. Sustainability also considers how Council operates, the environment in

which Council operates, and the needs of our community.

Council’s sustainability is influenced by a number of financial and non-financial factors,

including:
e Operating Environment — the impact that the external environment has on Council

and the capacity for Council to respond effectively.

e Finances — the performance of Council in managing our finances over the long term.
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e Assets — the performance of Council in managing our assets over the long term.
e Governance - the performance of Council in understanding and managing risks and
embedding effective governance practices.

¢ Compliance — the performance of Council in meeting legislative requirements.

Whilst the cessation of the SRV process will cause attention to be focussed primarily on
Council’s financial position over the long term, in establishing the Pathway, focus must be

maintained on each of the factors as listed above.

Initiatives under the Pathway that are to be undertaken by Council include, but are not limited

to:

e incorporating additional revenue raising, commercialisation, and cost containment
strategies into the Draft 2024/2025 — 2027/2028 Delivery Program;

e Undertake a review of Council’'s Asset Management Plans incorporating a
reassessment / realignment of the community’s level of service standard expectations
for each asset class;

e Review various services provided to the community as to level of service and as to

service delivery methodology.
Where known, Council has included these initiatives in this LTFP, whilst investing in
maintenance and renewal of current assets, not new infrastructure, and ensuring a balanced

budget is presented for each year.

Despite the implementation of the above, the Pathway will need to include the consideration

of a SRV at some point in the future. However, after having regard to the feedback received

during the recent SRV process, the implementation of these initiatives will provide a greater
opportunity for Council to engage with the community, and to have community walk along the

Pathway with Council.
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Financial Planning Assumptions

Council’s financial strategy has been developed considering past and future efficiency
opportunities, maintaining Council’s commitment to invest in renewal of our existing
infrastructure assets, and providing services to our community in a financially prudent and
sustainable way. This strategy has been used to underpin the development of this LTFP, and
has positioned Council adequately to respond to future community aspirations and

expectations whilst maintaining its financial sustainability.

Council’s Operational Plan for 2024/25 forms the first year of this LTFP, with the Delivery
Program 2024-2028 forming the basis for the first 4 years. The LTFP is based on a set of
assumptions, which generally relate to those matters which are most likely to affect the
overall outcome of the LTFP.

The following assumptions have been considered, discussed and ultimately used as a basis

to forecast Council’s long term financial position over the ten year LTFP.

Page 20 of 92



Revenue Assumptions

Rates Revenue

Rating Strategy
Under the Local Government Act 1993, Council can choose to structure its rates in several

ways. Council has elected to use a base amount and ad valorem rating structure, and has

applied four rate categories — Residential, Farmland, Mining and Business.

Rates are based on the land value of the property with the property valuations provided by the
NSW Valuer General on a three-year cycle with the 2023/24 rating year being the first year
of the current valuation cycle, using 2022/23 valuations. While in the 2022/23 valuations
property values in the LGA increased on average over 80%, total income from rates was
limited to the rate peg of 3.8% for 2023/24 and now 4.8% for 2024/25.

Growth within the city from subdivisions and new land releases increases Council’s rates
base. Council’s rating structure is reviewed annually and is assumed to remain the same
over the life of the LTFP.

The following table provides an overview of each rate category, and sub category in the

context of Council’s overall Rates Revenue for 2024/25:

BASE % YIELD MINIMUM TOTAL
RATE TYPE | CATEGORY SUB-CATEGORY AD VALOREM AMOUNT OF FROM AMOUNT OF ESTIMATED
¢INS$ RATE BASE RATE YIELD
AMOUNT $ $
Ordinary Residential 0.157014 312.00 32 2,942,024
Ordinary Residential Town / Village 0.496039 445.00 20,300,843
Ordinary Farmland 0.089797 422.00 24 2,470,561
Ordinary Business Forest Grove 1.101765 475.00 23,798
Ordinary Business Ceramic Avenue 1.101765 475.00 26,101
Ordinary Business Eglinton Non-Urban 1.101765 475.00 12,780
Ordinary Business Orton Park 1.101765 475.00 5,244
Ordinary Business Stewarts Mount 1.101765 475.00 0
Ordinary Business Evans Plains 1.101765 475.00 636
Ordinary Business Bathurst City 1.296004 475.00 7,270,130
Ordinary Business 0.257356 309.00 54,127
Ordinary Mining 0.310499 272.00 47 12,498
TOTAL 33,118,742

Note: The Revenue identified in this table represents the gross anticipated revenue prior to the

application of Pensioner Rebates, Provision for Doubtful Debts and other abandonments.
The Local Government Act provides for all eligible pensioners to receive:

* a 50 per cent rebate of rates and domestic waste management charges to a

maximum of $250; and
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« a 50 per cent rebate of water and sewer charges to a maximum of $87.50 each.

Of these rebates, 55% are funded through a State Government subsidy, with the remaining

45% being recovered across the balance of the rating base.

In addition, Council policy provides a further voluntary rebate to eligible pensioners:
«  Water Rate Council concession 50% of the rate to a maximum of $40.00
« Sewerage Rate Council concession 50% of the rate to a maximum of $40.00

« Domestic Waste with a Food and Garden Waste Service provided - $49.00

For the 2023 year, the total rebates received by Council ratepayers under the Local
Government Act was $1.3 million. Council provided a further $193,000 on top of its statutory

obligations.

The LTFP assumes that the level of rebates grants, and subsidies received from the State

Government remain unchanged for the period of the plan.

The Rate Peq
The rate peg is the maximum percentage amount by which a council may increase its

general income for the year, without applying to the Independent Pricing and Regulatory
Tribunal (IPART) for a Special Variation (SRV) to rates. For almost all councils, general
income consists entirely of rates income. For a small number of councils, general income
also includes some annual charges such as drainage levies. The rate peg does not apply to
stormwater, waste collection, water and sewerage charges. Council’s rate income was over
40% of its total income for 2022/2023.

The rate peg is determined each year by IPART and has historically been based on the LGCI
increases in the previous year. However, IPART is currently reviewing the methodology used
to calculate the rate peg, specifically looking at whether historic information is a good

predictor of cost increases going forward.

In recent years, the rate peg methodology has been adjusted to include a population growth
factor which is specific to each council and is calculated as the difference between forecast
population growth for the local government area and the increase in supplementary rate

assessments that have come from new development.

Individual rates are also affected by other factors, such as land valuations which can affect
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percentage changes to rates alongside the rate pegging process. The rate peg applies to

Council’s general income in total, and not to individual ratepayers’ rates.

Councils have discretion to determine how to allocate the rate peg increase between

different ratepayer categories. The following table presents Council’s historical rate peg:

Rate
Year Peg |

2015/16 2.4%
016/17 1.8%
2017/18 1.5%
208/19 2.3%
2019/20 2.7%
2020/21 2.6%
2021/22 2.0%
2022/23 2.5%!
2023/24 3.8%
2024/25 4.8%

In assuming the amount of rate peg going forward, it is expected that over the longer term,
the rate peg will remain around 2.5% as this is the mid-point of the Reserve Bank’s target for
inflation generally which is between 2% and 3%. Recent statements from the Reserve Bank
indicate that the volatile inflationary environment over past three years is ending, with future
inflation expected to return to within their target range. With the rate peg methodology also
under review, the Office of Local Government have stated that it should more closely reflect
the Award wages increases (see Employee Costs below), so a rate peg of 3.5% has been
used in this LTFP for 2025/26, the same as the Award increase. A rate peg of 2.5% has then

been used for future years in this LTFP in line with long term CPI forecasts.

Year | Rate Peg]
2025/26 | 3.5%
2026/27 |  2.5%
2027/28 |  2.5%
2028/29 | 2.5%
2029/30 | 2.5%
2030/31 2.5%
2031/32 | 2.5%
2032/33 | 2.5%
2033/34 | 2.5%

12022/23 IPART granted a 0.9% increase (rate peg of 0.7% plus a growth factor of 0.2%). IPART
then allowed Councils to apply for an additional SV to total of 2.5%. IPART approved Councils
application on 20 June 2022.
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Special Variations (SRV) to Rates
Under the Local Government Act, councils are able to seek additional increases in general

rates income beyond the annual rate peg, by applying to IPART for a 'special variation' to
rates (SRV).

As stated above, Council decided in 2023 to begin community consultation for a SRV to
assist Council in maintaining its financial position into the future. The application for the

Variation was not pursued due to community sentiment,

The IP&R guidelines require Council to include a best case/optimistic scenario. Given the
current pressure on Council’s financial resources, this LTFP includes a best case/optimistic
scenario that models a Special Variation commencing from 1 July 2026, to improve Council’s

long-term sustainability.

The rate peg used for each scenario are outlined in the table below, including a Cumulative
increase for comparison purposes. The SRV increase in the table below is inclusive of the

rate peg increase in that year.

Year1 Year 2 Year 3 Year4 Year5 Year 6 Year?7 Year 8 Year9 | Year10

2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | 2033/34
Planned (Base) Case 4.80% 3.50% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Cumulative 4.80% 8.47% 11.72% 15.07%  18.53% 22.08% 25.74% 29.52%  33.40% 37.40%
Conservative Case 4.80% 3.50% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Cumulative 4.80% 8.47% 11.72% 15.07%  18.53% 22.08% 25.74%  29.52%  33.40% 37.40%
Optimistic Case 4.80% 3.50% 15.00% 15.00%  15.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Cumulative 4.80% 8.47% 24.74% 43.45% 64.97% 69.92% 75.01% 80.26% 85.67% 91.24%
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Fees and Charges

Council is a multi-disciplinary organisation that provides extensive services to the community
and this category of income provides approximately 22 per cent of Council’s revenue (per
2023 Financial Statements). Fees and charges income includes Statutory Charges and User

Fees and Charges including those for commercial activities.

Statutory Fees charged by Council are subject to direction through regulation and other
State Government controls. Council does not set these fees and does not have the power to
vary the fee once set. Examples of statutory fees include development assessment fees,

planning certificates and building certificates.

User Fees and Charges include a diverse range of services from traditional local
government services including development related activities, swimming pools, sporting
facilities and hall hiring, to other more commercial activities including Children’s Services and
property development. A number of these revenues are subject to fluctuations particularly as

a response to economic conditions.

All fees in this category are reviewed annually in line with Council’s pricing policy adopted

each year in the Annual Revenue Policy:

Category 1 - Full Cost Recovery Recovery of all direct and indirect costs associated with
providing a service, including in some cases, making

provision for future capital expenditure.

Category 2 - Partial Cost Recovery | Subsidised operations which are of benefit to the
community as a whole, and undertaken voluntarily by

Council or as a requirement of the Act.

Category 3 - Market Pricing When Council provides a similar service 'in competition
with other councils or agencies, e.g. saleyard fees, hall
hire, etc, where alternative service providers are
available. This category also includes prescribed or
recommended fees. Council will not use subsidies to
aggressively price others out of the market or compete

unfairly.

Category 4 - Disincentive Pricing Where Council sets a fee structure:

(i) For non-core activities to encourage
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customers to seek alternative service
providers to provide the service. This
applies to activities where Council would
prefer not to provide the service in the
long term.

To encourage people to 'do the right
thing' e.g., a scaled tariff that rewards

low water consumers, library fines, etc.

Category 5 - Sewerage Service

Pricing

(i)

(ii)

(i)

(v)

Follows the NSW Office of Water Best
Practice Pricing Guideline and is a
combination of uniform annual charges,
access and usage charges.

Collects revenue to fund the sewerage
system from ratepayers who actually benefit
from availability or use of Council's
sewerage system.

Ensures Council derives sufficient income to
operate the sewerage system and provide
for future capital expenditure and debt
servicing.

Sends appropriate pricing signals, can be
administered relatively simply and
inexpensively and can be understood by the
public.

No subsidisation between residential and

non-residential categories.

Category 6 - Water Supply Service
Pricing

(i)

Is based on income gained from 25% of
service charges and 75% of usage charges
from residential customers, in accordance
with the Best Practice Management of Water
supply and Sewerage Guidelines issued by
the NSW Office of Water August 2007.
Collects revenue to fund the water supply
system from the people who actually benefit

from availability or use of Council's water

supply.
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(iii) Ensures Council derives sufficient income to
operate the water supply system,
irrespective of seasonal fluctuations and
provides for capital and debt servicing.

(iv) Assists in the deferment of capital works.

(v) Does not impede Council's commitment to
greening the district.

(vi) Can be administered simply and cheaply

and be easily understood by the public.

Category 7 - Section 7.11 and To ensure Section 7.11 and Section 64 contributions
Section 64 Contributions Pricing. reflect the costs incurred in providing community
facilities/services, open space and recreational facilities,
required to meet the additional needs of the community
created by new development and in doing so, ensure

the local amenity does not diminish.

Category 8 - Set By Statute or Certain fees and charges are set by Regulation, by
Government Department. Ministerial approval or by State or Federal Government
pricing policy.

Council’s fees and charges are set, generally, to match the cost of operating the service
being charged for, therefore, the increase in operating costs is generally applied to increase

the Fees and Charges.

Stormwater
The Local Government Act provides Council with the option to charge a levy to improve its

stormwater network. The LTFP assumes that this will continue throughout the duration of the

plan.

Residential (not vacant, not strata) $25.00
Residential Strata (not vacant) $12.50
Business (not strata) up to 350 square metres $25.00
Business (not strata) between 351 and 700 square metres $50.00
Business (not strata) between 701 and 1050 square metres $75.00
Business (not strata) more than 1050 square metres $100.00
Business Strata $5.00
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Domestic Waste Management
Under the Local Government Act, the domestic waste service is a service that needs to be

established on a full cost recovery basis. All costs associated with the administration,
collection, recycling, disposal treatment, community education, and the provision for future
remediation works are all part of the costs to be recouped from the individual ratepayer. The
estimated increase in domestic waste collection charges is 13.5% for 2024/25 and then 5%
per year thereafter, due to waste collection being a labour-intensive service, with associated
Wages & Superannuation increases (including catchup of Award increases from 2023/24),

and Electricity charges.

Water Pricing
As part of Council’'s implementation of Best Practice Management for the provision of water

supply services, Council has a two-part water pricing structure, being an Access Charge and
Usage Charge. To recoup operating losses incurred during recent drought periods, to
catchup on Award increases from 2023/24 and to deter higher usage after relaxing water
restrictions, an increase of 15% has been applied to the 2024/25 water supply services. To
ensure the financial sustainability of Council’s water supply service an increase of 5% has
been applied in the LTFP for all subsequent years, based on the expected expenditure
required to maintain the Council water supply network and filtration facility. Usage Charges
vary year to year depending on weather patterns (and resultant water used), but for the

purposes of this LTFP, have been assumed to remain stable.

Sewer Pricing
As part of Council’s implementation of Best Practice Management for the provision of

sewerage services Council has developed its pricing structure to accommodate the service
provided to its residential customers and its business/commercial customers. To ensure the
financial sustainability of Council’s sewerage service an increase of 9.5% has been applied in

this LTFP for 2024/25 and then 5% per year thereafter in line with general fee increases.

Other Revenue

Grants and Contributions
Grants and contributions provide a significant source of funds for Council and represent

approximately 27 per cent (2023) of Council’s revenue, though it can vary from year to year.

This income can be separated into two categories: general or specific purpose.

Council receives a general purpose grant in the form of the Financial Assistance Grant. The

Financial Assistance Grant is an annual allocation from the Federal Government and
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represents Council’s allocation of general taxation revenues.

In addition, Council will receive specific- purpose grants and contributions that can be
either Operating or Capital in nature and are tied to specific projects or services. This income
has been set at the levels expected to be received in 2024/25 and indexed annually by CPI,

with corresponding adjustments being made for capital programs.

For the purpose of the LTFP it has been assumed that Council will continue to receive a similar
level of grants. Should these grants be reduced, Council’s ability to provide the same level of

service is likely to be impacted.

Developer contributions have been indexed in accordance with the applicable Contributions
Plan and existing Voluntary Planning Agreements, and the timing of payments have been

considered and appropriately incorporated into the LTFP.

Interest and Investment Revenue
Council has an investment portfolio that varies in size from year to year, however it is

projected to be in the range of $80-100 million including cash and equivalents over the life of
the LTFP. Invested funds are a mixture of developer contributions, other restricted funds and

general revenue with the income generated being tied to the source of funds.

All investments placed by Council are done so in accordance with the Minister’s Investment

Order and Council’s adopted Investment Policy.

In the current investment environment, interest rates are stabilising but are expected to
decrease in the near future. The Cash Rate as announced by the Reserve Bank of Australia
(RBA) has increased quickly from the historical low of 0.10% experienced between
November 2020 to April 2022. At March 2024 the Cash Rate is at 4.35%. As we start to see
an easing in inflation, the cash rate should remain steady, although forecasts indicate that it

is unlikely to return to the low levels seen in the early part of this decade.

Interest earnings are a component of Council’s revenue each year and are subject to
fluctuations in interest rates as they respond to economic conditions. The LTFP has assumed
a return of 4.74% for year 1, 50 basis points above the RBA Cash Rate at commencement of
the Budget process, and similar to the current Cash Rate. The assumed interest rate is then

reducing to 4% in year 2 and then 2.5% over the remaining years.
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Expenditure Assumptions

Employee Costs
Employee Costs include salaries/wages, annual leave, long service leave, superannuation

and payroll tax (applicable to Water & Sewer only) represent a significant proportion of
Council’s cost base — 26% of Operating Expenditure in 2022/2023. General increases in
salaries and wages are governed by the NSW Local Government State Award. The Local
Government State Award 2023 allowed for an increase of 3.5% for 2024/25 and a further 3%
for 2025/26. An increase of 2.5% has been used for the remaining period covered by this
LTFP.

Council’s Salary System allows for increases based on attaining both skill and performance
steps above job requirements. These steps award an employee a 2.5% and 2.0% increase
respectively. An analysis of employees grading in 2020 revealed that of 473 employees: 214
would increase by 2.5%, 143 would go up by 2.0% and 116 were at the top of the scales with
0% increase available to them. The average increase was therefore 1.75% - this percentage

was unchanged from similar analysis in 2019 and is therefore used for the 2025 LTFP.
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Superannuation
The Australian superannuation system requires an employer to make regular contributions

into an employee’s super account. This is the superannuation guarantee charge (SGC),
and it is currently 11.0% of an employee’s wage. Superannuation is compulsory for most
employed Australians - it's a universal scheme designed to help build up savings for
retirement. It had been at the rate of 9.5% from 2014-2015 until 2021 and is legislated to
increase each year from 1 July 2021 by 0.5% until it reaches the maximum of 12% by 2025-
2026. The corresponding percentages have been incorporated into budget calculations for
each year of this LTFP. From 15t July 2022, the SGC has been included for all Councillors.

10% 105% 0 11% 115%. 8 12%
95% @ 9.5% 95% B 9.5% A

2017/18 2018/19 2019/20 2020/21 2021722 2022/23 2023/24 2024/25 2025/26

Employee Cost Assumptions
Based on the above, Council has assumed employee cost increases as set out in the table

below:

Total

Employee Wage

Cost Award | Elevation

Year Increase Increase | Increase
2024/25 5.25% 3.50% 1.75%
2025/26 4.75% 3.00% 1.75%
2026/27 4.25% 2.50% 1.75%
2027/28 4.25% 2.50% 1.75%
2028/29 4.25% 2.50% 1.75%
2029/30 4.25% 2.50% 1.75%
2030/31 4.25% 2.50% 1.75%
2031/32 4.25% 2.50% 1.75%
2032/33 4.25% 2.50% 1.75%
2033/34 4.25% 2.50% 1.75%

Note - Red highlighted numbers are estimated
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Materials and Contracts
Another significant expenditure area for Council is in the materials and contracted services it

requires to deliver services and infrastructure. Council has experienced some significant

inflationary pressure on this area of expenditure.

Council is continuously working on cost reduction initiatives to reduce this large proportion of
its operating expenditure. Since 2019, over $2m per year has been saved through identified
efficiency improvements, including administration costs (such as postage and advertising)
and reduced electricity usage from solar power and LED street lighting. Further
projects/savings will eventuate, but no further cost reduction initiatives have been included in

this LTFP as they are unable to be reliably estimated.

Council has assumed that Materials and Contracts will increase over forecast period in line
with CPI and the table below:

Year CPI forecast
2024/25 4.80%
2025/26 2.50%
2026/27 2.50%
2027/28 2.50%
2028/29 2.50%
2029/30 2.50%
2030/31 2.50%
2031/32 2.50%
2032/33 2.50%
2033/34 2.50%

Other Costs

Depreciation
Depreciation has been included in the LTFP based on the estimated remaining lives of

existing assets. Council’s assets are re-valued in accordance with Australian Equivalents to
International Financial Reporting Standards and the NSW Local Government Code of

Accounting Practice and Reporting Guidelines. Depreciation is calculated on these revised
values and adjusted for any new / disposed assets during the periods between revaluation

cycles.
The Code of Accounting Practice for NSW Local Government requires all assets to be

revalued on a five-year rolling basis. Under this regime, the value of assets and

consequently the depreciation charge continues to increase at a rate more consistent with
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the construction index rather than CPI or the Rate Peg. The financial sustainability of all
NSW Council’s using this methodology is uncertain at best.

Other Costs Assumption
Other costs incurred by Council have been assumed to increase in line with CPI forecasts as

set out in the table above.
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Asset Management

The aim of all asset management programs is to maintain existing assets to maximise their
economic life, replacing and upgrading assets as required, to ensure they continue to benefit

our community.

Council has completed a comprehensive review of its infrastructure culminating in the
development of an Asset Management Policy, Asset Management Strategy and Asset
Management Plans covering all asset types managed by Council. Council’'s Asset
Management Plans have several aims including reducing the asset backlog (the difference
between the current estimated condition of the asset and the preferred condition level),
identifying short term maintenance with a view to minimising long term maintenance costs

and identifying potential for assets to be improved.

In the 2024/2025 Delivery and Operational Plan (budget) used as the basis for this LTFP,
Council is focussing on investment in renewal of its existing infrastructure. Council is also
looking, where possible, to gain increased returns from its assets e.g. facility hire fees. New
infrastructure will be dependent on grant funding and should only be accepted after

consideration of asset life-cycle costs (including maintenance and renewal costs).

Asset Maintenance Backlog
The infrastructure asset maintenance backlog as at 30 June 2023 identified by Council 's

asset plans includes:

Asset Class Current Backlog

Aerodrome $1,024,000
Bridges $7,560,000
Buildings $2,918,000
Drainage $2,952,000
Footpaths $1,025,000
Parks and Recreation $1,771,000
Sealed roads $62,648,000
Un-sealed roads $2,822,000
Sewer $30,535,000
Water $20,589,000
Other Structures $2,185,000
Total $136,029,000
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Asset Management Plans are available on Council's website. The magnitude of the backlog
shown above remains a concern to Council, with the Optimistic Scenario in this LTFP aiming
to address this issue. While Council is increasing infrastructure renewal expenditure, a SRV
would need to be considered in budget deliberations for future years to reduce this backlog
to sustainable levels. Any such decision will be subject to future discussions with the
community regarding service levels and a review of Council’s operations over the ensuing

future.
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Cash Reserves

Councils need to hold sufficient unrestricted cash balance at the end of each financial year to
at least cover the next four months of day-to-day operating expenditure, at which point

Council starts to collect its rates revenue for the year.

Sound financial management encourages planning for modest operating surpluses and
building of unrestricted cash reserves over time. This enables councils to respond to events
that cannot be predicted or planned for in their Long-Term Financial Plan. Bathurst Regional
Council has experienced these events recently, and, while what exactly will occur in the
future is unpredictable, it is prudent that it plans for similar un-forecast expenditure in the

future.

The unrestricted cash balance forecast does not take into account any movements in internal
restrictions. Under the Conservative and Planned scenarios, Council’s unrestricted cash
balance remains very small, meaning Council would be unable to fund any un-forecast future
expenditures without reducing services. Under the Optimistic scenario, Council is able to
build its cash balances over time and will be able to transfer unrestricted cash for specific
purposes to internal restrictions, including Employee Leave Provisions and Building
Maintenance reserves for its many heritage buildings, which will reduce its reported

unrestricted cash.

Borrowings / Loans

By the end of the LTFP period in 2034, all current General Fund loans will be repaid, with the
exception of the loan proposed to be drawn in 2025, which is estimated to have principal
outstanding of only $46,892 as at 30 June 2034. In addition, at 30 June 2034 there will be 3

loans remaining for the Water Fund, with principal outstanding of $4.9m.
Council has the capacity to borrow more funds to assist with asset renewal or new asset
construction, however with very small surpluses forecast throughout the LTFP period Council

has limited capacity to repay any additional borrowings.

Councils Debt Service Ratio is close to the benchmark, particular for lending in the General

Fund. The table below provides details of loans currently held by Council:
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Interest Principal
L Loan amount Drawn Term )
Cost Centres Loan no Institution Rate Outstanding
(%) Down (yrs)
% ($)

Engineering capital works 120152 NAB 2,000,000 | 16/06/2015 4.18 10 239,312

Engineering, Railway Museum & Mt Pan 120161 ANZ 3,000,000 | 1/04/2016 3.47 10 686,202

Engineering, Mt Pan & Post Office 120171 NSW Treasury 4,300,000 | 22/06/2017 [ 3.03 10 1,428,808

Water - Winburndale Dam Safety Upgrade Yr 1 120172 NSW Treasury 5,000,000 | 22/06/2017 3.64 20 3,564,459
Engineering, Library, Art Gallery, Animal

Control, Mt Pan Post Office 120181 NSW Treasury 8,525,000 | 26/06/2018 | 3.27 10 3,746,062

Water - Winburndale Dam Safety Upgrade Yr 3 120191 CBA 1,700,000 | 15/06/2019 3.60 20 1,264,962

Engineering, Scallywags, Rail Museum 120192 ANZ 8,260,000 | 15/06/2019 2.94 10 4,130,040

Engineering, Mt Pan & Corp Services 120202 ANZ 6,650,000 | 15/06/2020 2.09 10 3,932,668

Go Kart Track 120211 NAB 2,250,000 [ 2/03/2021 1.82 10 1,563,255

Engineering, Animal Control 120212 NAB 1,625,000 | 17/06/2021 1.95 10 1,170,284

Engineering (Roads & Recreation) 120221 CBA 3,300,000 | 14/06/2022 4.72 10 2,758,373

Water - Winburndale Dam Safety Upgrade 120231 CBA 6,000,000 | 11/11/2022 6.08 20 5,758,629

Engineering (Roads & Recreation) 120232 ANZ 4,950,000 | 11/11/2022 5.81 10 4,207,500

Engineering (Roads & Recreation) 700,000 | 14/06/2024 | 8.00 10 700,000

TOTAL 58,260,000 | LOAN PRINCIPAL OUTSTANDING | 35,150,554

The funding sources for the LTFP anticipates additional loan funding required for the

following:
Projected
Loan
Drawn Interest |Term
Cost Centres amount
($) Down Rate (yrs)
%
Mt Panorama - Tyre Wall 350,000 | 14/06/2025 7.00 10
TOTAL 350,000
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Risk Management and Sensitivity Analysis

Key risk areas for LTFP modelling

Whilst this LTFP has considered all known factors, there are various factors/assumptions
that can greatly impact the accuracy of this LTFP. In addition, forecasting over a 10 year
period adds additional complexity. Apart from changes in Council’s priorities which would

greatly affect forecast income and costs, the main factors are discussed below.

Rate Peg / CPI
This LTFP has been prepared, on the most part, using approved Rate Peg / CPI of 4.8% for

2024/25, estimated 3.5% for 2025/26 (CPI estimated 2.5%) and 2.5% for future years. This is
in line with Office of Local Government (OLG) and NSW Treasury guidelines for Best
Practice, and in past years has proved a reliable long-term figure. However, given the IPART
Rate Peg for 2024/25 of 4.8%, and current CPI of over 4%, the use of these figures may be

inadequate/unreliable if the CPI remains above 4% for an extended period.

This creates many uncertainties in preparing a LTFP, accordingly the Conservative Scenario
attached has been prepared on the assumption that CPI remains at 4% from year 2 onwards
(from 2025/26). Other possibilities cannot be covered adequately in scenario analysis, other
than to say future Operating Result deficiencies would have to be covered by use of

Reserves or reduction in service levels and/or services.

Grant Programs
Council relies on external funding for some of its operations (e.g. Library and Art Gallery) and

capital works renewal programs. If such grants are reduced or discontinued, Council will
have to generate considerably more revenues from other sources or reduce services in

these areas.

It has been assumed that Government funding remains stable throughout this LTFP,
however, should such funding decrease, Council’s operating result would significantly
worsen. If Council receives grants to assist in adding new capital infrastructure (such as
recent Covid stimulus spending), operational costs will increase both for maintenance and

depreciation, impacting Council’s Operating Performance and other ratios.

Land Development - Net Gain from disposal of Assets
Council has been one of the main land developers in Bathurst for the past 20+ years, and

has been using the income generated to develop more land, and build new infrastructure

Page 38 of 92



assets. Whilst the demand for residential, commercial and industrial land remains high and
the current supply is limited, there are no guarantees this will continue for the period of this
LTFP, or that Council will be able to purchase and/or develop land for sale to meet the public
demand. Council is currently developing several areas for sales throughout 2024 and 2025,
with over $20m in sales forecast in each of these years. For the remaining term of this LTFP
a forecast of $5m sales per year has been included. If these targets are not achieved every
year, our Operating Result risks returning a deficit, which cannot be sustained over a long

period due to Council’s limited Reserves.

Cost Shifting
Over the years other levels of government have shifted costs associated with, amongst

other, emergency services, weed management, food safety regulation, road safety programs
and rural fire and emergency services to local government without commensurate funding.
The biennial Local Government NSW Cost Shifting Survey shows that since 2005/06,
Council now incurs over $3.2m per year in additional costs “shifted” from other levels of
government. It is anticipated that this trend will continue, which would negatively affect

Council’s operating results.

Energy Costs
Increased energy costs are occurring with Council continually looking at ways to minimise

future costs. Council has invested over $1m in solar panels for Council buildings/facilities
and $2.5m in LED street lighting which have resulted in nearly $4m in cost savings from
2020 to 2023, with further projects being investigated. Further projects will eventuate,
however for this LTFP it has been assumed that savings in energy costs will be offset by
increased maintenance costs. Minor projects have commenced with the acquisition of
Electric and Hybrid Vehicles, however the cost/impact of replacing the whole Council fleet

have not been quantified or included in this LTFP.

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. Workers’ compensation premiums can increase
at any time following a rise in claims or with major open cases. Council is committed to
reducing premiums and claims through increased risk mitigation, awareness, and workplace

safety programs.
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Special Variation Scenarios and Alternatives

Given current ongoing deficits, pressures on cash reserves, costs outstripping revenue and
the above risk areas, Council has modelled a scenario that includes a special variation to

rates.

This SRV scenario would enable Council to continue to deliver services at their current
levels, renew and maintain current infrastructure assets effectively, and deliver reasonable
surpluses to rebuild cash reserves to ensure sufficient funds to absorb unexpected shocks

like natural disasters.

Modelling and outcomes of these scenarios is provided in the remaining sections of this
LTFP.

What is Council’s alternative to a Special Variation?
The Planned and Conservative scenarios model Council’s financial forecast without a

Special Variation. With increased Asset Renewal expenditure for all scenarios and cost
reduction initiatives under the Pathway to Sustainability, Council will be able to reduce its
Infrastructure Backlog (cost to bring asset to a satisfactory level) from approximately 10% of
its total asset value to 2% (Conservative and Planned) and 0.6% (Optimistic scenario) over
the ten-year forecast period. However, both Planned and Conservative scenarios remain
financially un-sustainable, as they result in significant General Fund deficits on average of
approximately $20.5 million over the ten-year forecast. On its current path, Council would

likely run out of unrestricted cash to fund its day-to-day operations in 2027-28 or sooner.

A further risk is that any variations that would reduce allocations to infrastructure renewals,
such as cost shifting, infrastructure damage from natural disasters or other events that
cannot be predicted or planned, would negatively impact these scenarios. New infrastructure
assets such as further upgrades to Centennial Park and Adventure Playground will not be
possible without provision of grant funding and should only be accepted after consideration

of asset life-cycle costs (including maintenance and renewal costs).

If Council cannot increase its rates revenue through an SRV, it would need to cut its
operating costs by around $20 million per year. Council would be faced with the decision to
stop or significantly reduce discretionary services such as cultural or recreational services
and facilities. Council’s infrastructure would also continue to deteriorate without sufficient

funds to maintain them fit for purpose.
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Under the Optimistic scenario option, Council is able to invest more into asset renewal and
start to address the backlog of infrastructure that is below a satisfactory condition. Over the
ten-year forecast, Council would be able to improve the Asset Renewal ratio to exceed the
100% benchmark that would maintain assets at their current condition. The Conservative

and Planned scenario have the same result, with the planned investment in asset renewals

not improving the ratio above the benchmark required.

Asset Renewal Ratio - General Fund
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Improvement Planning
Council undertakes regular reviews to ensure that it is containing costs and implementing

efficiency gains, so that it is able to provide value for money to the community. Council has
found savings of approximately $2 million per year through implementing initiatives, including
restructuring and reducing from five to four directorates, reviewing advertising, and installing

cost-efficient LED lighting.

During the 2023 SRV consultation, Council identified further improvement initiatives that it
has begun to implement providing a further annual net benefit of $957,000, with one-off
implementation costs of $273,000. These improvements have been included in the updated
LTFP. There are additional improvement opportunities identified that need to be further

assessed and costed before implementing, which are not included in this LTFP.

Council has also identified additional costs that it must incur to ensure ongoing
organisational sustainability. These include investing in cyber security of Council’s
technology systems and adequately resourcing the recreation team to maintain and manage
Council’s existing parks and open spaces. These additional costs total $2.4 million per year
and $1.4 million in one-off costs, but as funding sources have not been identified, these are
not included in this LTFP.
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Financial Modelling (Scenarios)

Council has modelled three different scenarios as part of its sensitivity analysis - see

Appendix 1 to 3 for projected income and expenditure, balance sheet and cash flow statements

for each scenario’s Consolidated and Fund results.

All scenarios have included known cost saving initiatives and increased revenue

opportunities implemented by Council in prior years and under the Pathway to Sustainability

mentioned above.

Planned Scenario

(Base case)

Applies the assumptions as detailed within this LTFP — this scenario
assumes a Rate Peg increase of 4.8% in year 1 (2024/25), 3.5% in year 2
(2025/26) and then 2.5% for each year thereafter, Water Pricing increase of
15.0% in year 1, Sewer Pricing increase of 9.5% in year 1 and then 5.0%
thereafter, and a CPI increase of 4.8% in year 1 and then 2.5% for each

remaining year under this plan.

Conservative
Scenario

(Worst case)

This scenario conservatively assumes the CPI will not reduce as quickly

from the current high levels of over 4%.

This scenario uses the same assumptions as Planned Scenario above,
except a CPl increase of 4.0% from year 2 for each remaining year under
this plan.

Optimistic Scenario

(Best case)

To quantify improvements towards Councils long-term sustainability,

Council has included an Optimistic scenario that includes a Special Rates
Variation to ensure Council has sufficient revenue to deliver services and
maintain infrastructure while slowly returning Council’s cash reserves and

operating surpluses to acceptable levels.

This scenario uses the same assumptions as Planned Scenario above,
except a 15.0% SRV for each of years 3 to 5 (including Rate Peg), then

2.5% for each year thereafter.

Note - Red highlights indicate change from Planned Scenario
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For comparison purposes, the below table shows Rate Peg / CPI used each year in the

different scenarios:

Year1 Year 2 Year3 Year 4 Year5 Year 6 Year7 Year 8 Year9 | Year10

2024/25 | 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | 2033/34
Planned 4.8% 3.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Rate Peg |Conservative| 4.8% 3.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Optimistic 4.8% 3.5% 15.0% 15.0% 15.0% 2.5% 2.5% 2.5% 2.5% 2.5%
Planned 4.8% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
CPI Conservative | 4.8% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
Optimistic 4.8% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%

See next section for analysis of the result of these Scenarios.

Note - Red highlighted numbers indicate changes from Planned Scenario
Note - Optimistic Scenario Rate Peg - SRV of 15% pa for 3 years
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Monitoring Our Financial Performance

The main KPI's used to monitor performance to assist Council towards its long-term
sustainability are listed below. Data is provided for both the consolidated entity (including

Water, Sewer, Waste and General Funds) and for the General Fund.

Note that for many of below ratios, the Conservative scenario is very close to the Planned

scenario, so this scenario does not show clearly on all graphs below.

Operating performance ratio

This KPI measures the extent to which Council is containing operating expenditure within

operating revenue. Greater than 0% is sustainable, less than 0% is unsustainable.
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This shows Council is in an unsustainable position in the Conservative and Planned
scenarios for the foreseeable future. Only the Optimistic scenario, with a SRV option enables

Council to move back into a sustainable position from 2028.

This is further demonstrated by looking at the General Fund Operating Performance Ratio
over the forecast period, which shows that all options still show Council with operating
deficits over the forecast period. Council continues to review operating expenses and

opportunities to increase income to return this to an operating surplus as soon as possible.
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Operating Performance Ratio - General Fund
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Own Source Operating Revenue
This KPI shows percentage of Council's income that it generates itself - so excludes external
funding (like grants) that may not be recurring. Greater than 60% is sustainable, less than

60% is unsustainable.

Own Source Operating Revenue - Consolidated
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This indicator shows Council has the ability to sustain its operations without relying on

external funding, for all scenarios.
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Debt Service Cover ratio

This KPI shows the amount of annual revenue necessary to service annual debt obligations

(loan repayments). Greater than 2 is sustainable, less than 2 is unsustainable.

This ratio is sustainable for Council on a Consolidated basis (including all funds), however
the General Fund Debt Service Ratio is unsustainable for Conservative and Planned

scenarios until 2030, and the Optimistic scenario shows it returning to sustainable in 2027.
This means that Council is unable to repay any new loans to aid in renewing General Fund

infrastructure.

Debt Service Cover Ratio - General Fund
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By the end of the LTFP period only 1 x $350k General Fund loan is yet to be fully repaid, and

a 20 year Water Fund loan remaining until 2040.
Building and Infrastructure Renewals ratio

This KPI shows Council's expenditure on the renewal of its fixed assets (as opposed to new
assets) as a proportion of depreciation. Greater than 100% is sustainable, less than 100% is

unsustainable.
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Asset Renewal Ratio - Consolidated
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With operating costs increasing faster than income can be increased (due to rate-peg),
Council is unable to allocate more funds to spend on asset renewal to improve this ratio
towards a sustainable level over the long-term. Depreciation is also increasing at a higher
rate, so without increasing expenditure this ratio would actually decrease every year. The
Optimistic scenario shows that with a SRV at the rate modelled, Council greatly improves
this ratio to a sustainable level by 2032, but Council must continue to focus on asset

renewals rather than new assets.

Asset Renewal Ratio - General Fund
130.0%
110.0%
90.0%

70.0%

30.0%

10.0%
", 2% “ © A % ) o N "\ ™
& & & & a & & % % % o

U O O G UK G AN AN RN O
e av o> % o° Q) v o o & oV &
D A» > D D D S » o A N N
Conservative — === planned Optimistic Benchmark

Page 47 of 92



Infrastructure Backlog ratio

This KPI indicates the proportion of infrastructure backlog against the total value of Council's

infrastructure assets. Less than 2% is sustainable, greater than 2% is unsustainable.

Infrastructure Backlog Ratio - Consolidated
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Council is reducing its backlog of required infrastructure maintenance over the long-term,
and so working towards maintaining Council assets in a condition expected by the
community. The Conservative and Planned scenarios do not return to sustainable until 2034.
With additional funds from an SRV in 2027, the Optimistic scenario returns Council to a

sustainable position from 2029.

Infrastructure Backlog Ratio - General Fund
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Asset Maintenance ratio

This KPI indicates the proportion of infrastructure maintenance completed against

maintenance required. Greater than 100% is sustainable, less than 100% is unsustainable.

Asset Maintenance Ratio - Consolidated
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All scenarios above are very similar, so are covered by the Optimistic line. Council is
continuing its infrastructure maintenance program over the long term, and maintaining

Council assets in a condition expected by the community.
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APPENDIX 1: PLANNED SCENARIO
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LTFP Financial performance and sustainability ratios
(Consolidated)
Planned Scenario - Rate Peg of 4.8% pa

Indicator # 1 - Operating Performance Ratio

Indicator use - measure's the extent to which Council is containing operating expenditure within operating revenue.

Calculation - (Total continuing operating revenue excluding capital grants & contributions less operating expenses) / Total continuing operating
revenue excluding capital grants & contributions

Benchmark - > 0 Sustainable

< 0 Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - This shows Council is in an unsustainable position for the foreseeable future with Operating Expenditure exceeding Revenue. Council's
continued focus on reducing operating expenditure and increasing allocation from maintenance to Capital Renewal is resulting in improvement to this
indicator over the long-term, but doesn't return to sustainable in the life of this LTFP.

Indicator # 2 - Own Source Operating Revenue

Indicator use - shows percentage of Council's income that it generates itself - so excludes external funding (like grants) that may not be recurring.
Calculation - (Total continuing operating revenue excluding grants & contributions) / Total continuing operating revenue including grants &
contributions

Benchmark - > 60% Sustainable

< 60% Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate
71.7% 70.9% 72.9% 76.8% 76.0% 77.0% 76.4% 76.8% 77.3% 77.3% 77.2% 77.7%

Commentary - long term this indicator shows Council has the ability to sustain it's operations without relying on external funding.

Indicator # 3 - Debt Service Cover Ratio

Indicator use - shows the amount of annual revenue necessary to service annual debt obligations (loan repayments).

Calculation - (operating result before capital excluding interest and depreciation (EBITDA)) / (principal repayments + Interest costs)
Benchmark - > 2 Sustainable

< 2 Unsustainable _

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

2.0 2.7 4.3 4.9 5.7 6.6 8.7 11.8 15.7 19.2 29.8 38.2

Commentary - shows Council is in a sound position to repay its debt obligations. By the end of the LTFP period only 1 x $350k General Fund loan is yet
to be fully repaid, and a 20 year Water Fund loan remaining until 2040.

Indicator # 4 - Building and Infrastructure Renewals Ratio

Indicator use - shows Council's expenditure on the renewal of its fixed assets (as opposed to new assets) as a proportion of depreciation.
Calculation - Asset Renewals (Building and Infrastructure) / Depreciation, Amortisation & Impairment

Benchmark - > 100% Sustainable

< 100% Unsustainable_

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - shows that even with increased spend on asset renewals, this ratio is deteriorating with depreciation increasing every year more than
Council's spending increases.
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Indicator # 5 - Infrastructure Backlog Ratio

Indicator use - indicates proportion of infrastructure backlog against the total value of Council's infrastructure assets.

Calculation - estimated cost to bring Assets to a satisfactory condition / Total written down value of Infrastructure, Buildings, Other Structures and
depreciable Land Improvements

Benchmark - < 2% Sustainable

> 2% Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - Council is slowly reducing it's backlog of required infrastructure renewals over the long-term, working towards maintaining Council
assets in a condition expected by the community, but still needs to commit more funds to this area.

Indicator # 6 - Asset Maintenance Ratio

Indicator use - indicates proportion of infrastructure maintenance completed against maintenance required.
Calculation - actual asset maintenance / Required asset maintenance

Benchmark - >100% Sustainable

< 100% Unsustainable_

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

115.7%| 116.3%| 115.1%| 114.0%| 112.9%| 111.8%| 110.7%| 109.6%| 108.5%| 107.4%| 106.4%| 105.3%

Commentary - with Council redirecting maintenance costs to Capital renewal, this ratio is declining, but still remains in a sustainable position. This
shows Council's infrastructure maintenance program is able to maintain assets in a condition expected by the community for the term of this LTFP.
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APPENDIX 2: CONSERVATIVE SCENARIO
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LTFP Financial performance and sustainability ratios
(Consolidated)
Conservative Scenario - CPI of 4.0% pa

Indicator # 1 - Operating Performance Ratio

Indicator use - measure's the extent to which Council is containing operating expenditure within operating revenue.

Calculation - (Total continuing operating revenue excluding capital grants & contributions less operating expenses) / Total continuing operating
revenue excluding capital grants & contributions

Benchmark - > 0 Sustainable

< 0 Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - This shows Council is in an unsustainable position for the foreseeable future with Operating Expenditure exceeding Revenue. Council's
continued focus on reducing operating expenditure and increasing allocation from maintenance to Capital Renewal is resulting in improvement to this
indicator over the long-term, but doesn't return to sustainable in the life of this LTFP.

Indicator # 2 - Own Source Operating Revenue

Indicator use - shows percentage of Council's income that it generates itself - so excludes external funding (like grants) that may not be recurring.
Calculation - (Total continuing operating revenue excluding grants & contributions) / Total continuing operating revenue including grants &
contributions

Benchmark - > 60% Sustainable

< 60% Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate
71.7% 70.9% 72.9% 76.8% 76.0% 77.0% 76.4% 76.9% 77.3% 77.3% 77.2% 77.7%

Commentary - long term this indicator shows Council has the ability to sustain it's operations without relying on external funding.

Indicator # 3 - Debt Service Cover Ratio

Indicator use - shows the amount of annual revenue necessary to service annual debt obligations (loan repayments).

Calculation - (operating result before capital excluding interest and depreciation (EBITDA)) / (principal repayments + Interest costs)
Benchmark - > 2 Sustainable

< 2 Unsustainable _

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

2.0 2.7 4.3 4.8 5.6 6.4 8.5 11.6 15.4 18.9 29.3 37.6

Commentary - shows Council is in a sound position to repay its debt obligations. By the end of the LTFP period only 1 x $350k General Fund loan is yet
to be fully repaid, and a 20 year Water Fund loan remaining until 2040.

Indicator # 4 - Building and Infrastructure Renewals Ratio

Indicator use - shows Council's expenditure on the renewal of its fixed assets (as opposed to new assets) as a proportion of depreciation.
Calculation - Asset Renewals (Building and Infrastructure) / Depreciation, Amortisation & Impairment

Benchmark - > 100% Sustainable

< 100% Unsustainable_

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - shows that even with increased spend on asset renewals, this ratio is deteriorating with depreciation increasing every year more than
Council's spending increases.
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Indicator # 5 - Infrastructure Backlog Ratio

Indicator use - indicates proportion of infrastructure backlog against the total value of Council's infrastructure assets.

Calculation - estimated cost to bring Assets to a satisfactory condition / Total written down value of Infrastructure, Buildings, Other Structures and
depreciable Land Improvements

Benchmark - < 2% Sustainable

> 2% Unsustainable _

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

Commentary - Council is slowly reducing it's backlog of required infrastructure renewals over the long-term, working towards maintaining Council
assets in a condition expected by the community, but still needs to commit more funds to this area.

Indicator # 6 - Asset Maintenance Ratio

Indicator use - indicates proportion of infrastructure maintenance completed against maintenance required.
Calculation - actual asset maintenance / Required asset maintenance

Benchmark - >100% Sustainable

< 100% Unsustainable_

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

115.7%| 116.3%| 115.1%| 114.0%| 112.9%| 111.8%| 110.7%| 109.6%| 108.5%| 107.4%| 106.4%| 105.3%

Commentary - with Council redirecting maintenance costs to Capital renewal, this ratio is declining, but still remains in a sustainable position. This
shows Council's infrastructure maintenance program is able to maintain assets in a condition expected by the community for the term of this LTFP.
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LTFP Financial performance and sustainability ratios
(Consolidated)
Optimistic Scenario - Rate Peg of 15% pa 2027 to 2029

Indicator # 1 - Operating Performance Ratio
Indicator use - measure's the extent to which Council is containing operating expenditure within operating revenue.
Calculation - (Total continuing operating revenue excluding capital grants & contributions less operating expenses) / Total continuing operating
revenue excluding capital grants & contributions
Benchmark - > 0 Sustainable
< 0 Unsustainable

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

0.9% 4.0% 4.3% 4.5% 4.5% 4.9% 5.4%

Commentary - This shows Council is in an unsustainable position until 2028 with operating expenses exceeding revenue. Council's continued focus on
reducing operating expenditure, increasing allocation from maintenance to Capital Renewal, plus (for this scenario) additional rates income from an
SRV in 2027, this ratio improves with Council returning to a sustainable position by 2028 and remaining that way to the end of the LTFP period.

Indicator # 2 - Own Source Operating Revenue
Indicator use - shows percentage of Council's income that it generates itself - so excludes external funding (like grants) that may not be recurring.
Calculation - (Total continuing operating revenue excluding grants & contributions) / Total continuing operating revenue including grants &
contributions
Benchmark - > 60% Sustainable

< 60% Unsustainable

2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

71.7% 70.9% 72.9% 76.8% 76.7% 78.3% 78.0% 78.4% 78.9% 78.8% 78.8% 79.2%

Commentary - long term this indicator shows Council has the ability to sustain it's operations without relying on external funding.

Indicator # 3 - Debt Service Cover Ratio
Indicator use - shows the amount of annual revenue necessary to service annual debt obligations (loan repayments).
Calculation - (operating result before capital excluding interest and depreciation (EBITDA)) / (principal repayments + Interest costs)
Benchmark - > 2 Sustainable
< 2 Unsustainable

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

2.0 2.7 4.3 4.9 6.3 8.1 11.7 15.8 21.0 25.7 39.7 50.5

Commentary - shows Council is in a sound position to repay its debt obligations. By the end of the LTFP period only 1 x $350k General Fund loan is yet
to be fully repaid, and a 20 year Water Fund loan remaining until 2040.

Indicator # 4 - Building and Infrastructure Renewals Ratio
Indicator use - shows Council's expenditure on the renewal of its fixed assets (as opposed to new assets) as a proportion of depreciation.
Calculation - Asset Renewals (Building and Infrastructure) / Depreciation, Amortisation & Impairment
Benchmark - > 100% Sustainable
< 100% Unsustainable

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

102.2% 100.9% 100.9%

Commentary - shows that Council is increasing its spending on asset renewal, mainly with the aid of an SRV in 2027, to improve this ratio towards a
sustainable level over the long-term. This scenario improves from the Base Case to return this indicator to a sustainable position by 2032.

Page 80 of 92




Indicator # 5 - Infrastructure Backlog Ratio
Indicator use - indicates proportion of infrastructure backlog against the total value of Council's infrastructure assets.
Calculation - estimated cost to bring Assets to a satisfactory condition / Total written down value of Infrastructure, Buildings, Other Structures and
depreciable Land Improvements
Benchmark - < 2% Sustainable
> 2% Unsustainable

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

1.5% 1.3% 1.1% 0.8% 0.5% 0.1%

Commentary - Council is reducing it's backlog of required infrastructure maintenance over the long-term, working towards maintaining Council assets
in a condition expected by the community. With the aid of an SRV in 2027, this improves from the Base Case to return this indicator to a sustainable
position by 2029.

Indicator # 6 - Asset Maintenance Ratio
Indicator use - indicates proportion of infrastructure maintenance completed against maintenance required.
Calculation - actual asset maintenance / Required asset maintenance
Benchmark - >100% Sustainable
< 100% Unsustainable

2022/23 2023/24 | 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
Actual Budget Budget Budget Budget Budget Estimate Estimate Estimate Estimate Estimate Estimate

115.7%| 116.3% 115.1% 114.0% 112.9% 111.8% 110.7% 109.6% 108.5% 107.4% 106.4% 105.3%

Commentary - with Council redirecting maintenance costs to Capital renewal, this ratio is declining, but still remains in a sustainable position. This
shows Council's infrastructure maintenance program is able to maintain assets in a condition expected by the community for the term of this LTFP.
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