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Overview
Section 122 (1a) (a) of the Local Government Act 1999 requires Councils to develop a Long Term
Financial Plan (LTFP) as a key part of their Strategic Management Plans.

The objective of this LTFP for the financial year commencing 2024/2025 through to 2033/2034,
is to ensure that Council is financially sustainable in the short to medium term (1 - 5 years) and
able to provide at least the current level of services and infrastructure over the ten (10) years of
the Plan in line with Council’'s goals as stated in its 2021 - 2025 Strategic Management Plan
(SMP) and Asset Management Plans (AMP).

To this end Council will review its LTFP annually using the latest available financial and service
level data, cost indices and incorporating all known future projects and variations to ensure a
realistic forecast is presented to the community.

This LTFP is an update to the LTFP 2024 - 2033 previously endorsed by Council in April 2023
and will replace it should Council adopt this version following public consultation. This LTFP is
reflective of current data (financial and service levels), cost indices, internal and external factors,
current economic and political environment, revenue streams, updated asset information,
limitations and known community needs.

Chief Executive Officer’s Report on Financial Sustainability

The revised LTFP indicates that Council is on track to achieving its aim of being financial
sustainable. Financial sustainability is achieved in the short term (Y2) and is maintained over the
life of the plan. However, it must be noted, that the measure to which the outcomes forecast in
the plan are achieved rest upon the extent to which, future operations and movements in the
boarder economic environment, occur in accordance with the underlying assumptions of the plan.
Given a 10-year time horizon the reader should keep in mind that projections contained within
this plan are inherently less reliable as time progresses. To ensure responsiveness to changing
conditions, Council conducts an annual review of its LTFP revisiting assumptions based on the
latest data.

Key Targets
The key targets in this LTFP remain unchanged as follows:

e Positive Operating Surplus Ratio (OSR) i.e. operating surplus, in the short to medium term
(1 - 5 years);

e Spending on asset renewal consistent with AMP identified needs and Asset Renewal
Funding Ratio (ARFR) to be a minimum 100% annually (where practical);

e Net Financial Liabilities Ratio (NFLR) to be within the recommended Local Government
target of 100% of Operating Income annually;

e No new services or assets or increases to existing services to be introduced without
consideration of the impact on the LTFP.

The key targets require the support of an appropriate rating strategy which is outlined below.
Rating Strategy
Section 150a of the Local Government Act 1999 provides that rates constitute a system of

taxation for local government purposes (generally based on the value of land). This LTFP
recommends a rating strategy that seeks to achieve a degree of stability, predictability and equity
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over the next ten (10) years, while ensuring current levels of service and infrastructure are
maintained for the Community. Rates will be set at affordable levels having regard to Council's
strategic direction, social and economic goals and external economic environment, balanced
against the Community’s ability to pay and its desire for services and infrastructure.

Rate revenue forecasts are set relative to Consumer Price Index (CPI) assumptions plus a
Road Maintenance and Renewal Loading (RMRL) which is to be applied over and above CPI to
ensure to ensure targets are met and asset renewal backlog is reduced. CPI inflation results for
the December Quarter 2023 (Adelaide City) and the Reserve Bank of Australia (RBA)
November 2023 Economic Outlook have been used for Y1 and Y2 respectively. Itis further
assumed that inflation will gradually return to the RBA targeted range (2.5%) by Y3 of the plan.
It should be noted, for context, that the annual CPI (All groups, Adelaide) for the 2023
September quarter was 5.9%.

The table below shows the forecast CPI compared to the general rate increases! proposed.

General Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year9 | Year 10
Rates 24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

General Rate

Increase

Road

Maintenance

and Renewal 2.00% 2.00% 1.75% 1.50% 1.50% 1.25% 1.25% 1.00% 0.75% 0.75%

4.80% 3.25% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Loading
(RMRL)*
r::::;:te 6.80% 5.25% 4.25%  4.00% 4.00% 3.75% 3.75%  3.50% 3.25% = 3.25%
LTFP CPI
Fotir e 4.80% @ 3.25% @ 2.50% @ 2.50% = 2.50% @ 2.50% @ 2.50% @ 2.50% 2.50% @ 2.50%

" Income generated through the RMRL will be quarantined specifically for use in capital road renewal projects within
the Council area. Historic reductions to Financial Assistance Grant (General Component), largely driven by the
increasing value of Primary Production land and relatively low rating thereof, have contributed to the need for this
loading.

Rate revenue is vital in enabling the delivery of Council services over the next ten (10) years and
beyond. General rate revenue (i.e. - excluding service charges, special rates and the regional
landscape levy) provides 60.2% of total operating income across the life of the plan. Rate revenue
funds many Council services, is used to create new and upgrade existing Council assets and to
maintain and renew existing Council assets to ensure they operate at a safe and functional
standard in line with Community needs and expectations. Council’s ten (10) year rate revenue
forecasts are explained in detail later in this LTFP. Council is presently conducting an
independent review of its approach to rating. The outcome of this review may impact future rating
assumptions and future rating practices.

! The phase “general rate increase” refers to the percentage increase in total general raised by Council for a given
year (e.g. — If Council raised $22.4M rates, inclusive of rebates, in the prior year and then applied a general rate
increase of 6.8% this would equate to an approximate increase of $1.5M in total general rates raised in the current
year). It must be stressed that the actual change in general rates payable by any individual ratepayer may be
more or less than the forecast general rate increase depending on the relative movement in the capital value of
their property, as set by the Valuer General (externally), and setting of differential rates for land use categories,
as set by Council (internally), for each individual year of the Plan.
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Other Rate Income

Other rate income includes service charges, separate rates and the State Government landscape
levy and represents approximately 15% of total operating income over the life of the Plan. Council
raises service charges on rateable land where it provides or makes available a prescribed service,
such that, the beneficiaries effectively pay for the service they receive. Council applies a service
charge in relation to the following services: Community Wastewater Management System, Water
Supply and Waste Collection and Recycling. Service charges are set with reference to the cost
to Council of establishing, operating, maintaining, improving and replacing the services in its area
and any additional external pricing regulation which may apply.

Legislation requires Council to collect the landscape levy, a State Government tax, through its
rating process. The levy raised is remitted to the Northern and Yorke Landscape Board less a
small fee (<$10,000 per annum) for Council’s services. In the 2023/2024 financial year Council
was required to collect $1.15m from Council ratepayers which was then provided directly Northern
and Yorke Landscape Board after subtracting externally predetermined collection fee. Separate
rates are payable to Council, in addition to general rates and service charges, by a select group
of rate payers in Chinaman Wells and Point Turton to cover the cost of finance facilitated by
Council to enable the construction of seawalls to protect specific private property.

Other Sources of Income

Other sources of revenue provide the remaining 24.8% of total operating income across the life
of the plan. Other sources of revenue include statutory charges, user charges (e.g. — caravan
parks, boat ramps, bush camping, disability services), grants, subsidies and contributions,
investment income, reimbursements and other income. Many of these other sources of revenue
continue to provide a similar proportion of income to that forecast in the previous plan. Effort
continues to be made to ensure other sources of income are maximised. However, Council will
likely rely on increases to rate revenue to fund operations and achieve its strategic objectives.

Capital Expenditure

Continuing its focus on the renewal of existing assets, Council over the life of this LTFP, is
proposing to allocate $160.9m towards renewal and replacement of existing assets. An additional
$14.3m over ten (10) years is allocated for upgrades to assets and acquisition of new assets. It
should be noted, that both renewal and new/upgrade allocations assume receipt of grant funding
for several major projects (refer table on page 21 for further information).

Financial Sustainability Indicators (Ratios)

This LTFP shows that Council will return to a positive Operating Surplus Ratio (OSR) in
2025/2026 (Y2) which matches the forecast of the current adopted LTFP. However, the revised
LTFP provides for a more subtle return to positive territory on account of updated operating
expenditure estimates and reduced expectations around future increases to Council rates over
and above CPI in the later part of the plan.

It should be noted, that from time to time, during the period of the LTFP Council’s financial results
are materially distorted by individually significant events (i.e. — amounts that are either unusual in
nature, or usual in nature but unusual in amount) which may convey a false impression of
Council's underlying operations. The revised draft LTFP contains several one-off grant funded
projects which are individually significant and as such have the potential to create material
variances in the plan should these projects not proceed.
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Council’'s forecast Net Financial Liabilities Ratio (NFLR) continues to be well below Local
Government recommended maximum limits and Council’s LTFP maximum threshold of 100% of
Operating Income. Two new loans are planned to be drawn down in 2025/2026 with a third new
loan to be drawn upon in 2026/27. This will see the NFLR peak early in the LTFP but with no
further loans predicted the ratio will then decline over the life of the plan. Should Council generate
sufficient operating surpluses there is scope to increase future borrowings to fund major renewal
requirements and net positive business case projects.

The Asset Renewal Funding Ratio (ARFR) fluctuates significantly compared to Council’'s
minimum target of 100% annually, however the annual average over the ten (10) year period is
136% which is higher than Council’'s 100% minimum annual target and represents an 6%
increase on the current LTFP annual average result.

The reasons for variations to Council’s financial sustainability ratios are detailed in the ‘Measuring
Our Performance’ section of this LTFP.

Overall Impact

The LTFP builds on Council’s historical efforts to improve its financial performance. The Plan
seeks to secure the level of income required to achieve financial sustainability, whilst seeking to
manage expenditure in a responsible manner. The data, graphs and financial statements in this
Plan provide more detail on Council’s financial position over the next ten (10) years.

If Council’s financial performance and position continues as proposed in this LTFP, Council will
achieve its objectives as stated. Council must also continue to review its operations to realise
savings resulting from increased productivity, efficiency and effectiveness. Any such gains will
be reflected in future revisions of the LTFP.

Council expects to achieve financially sustainable in the short term and maintain this position over
the life of the plan where the underlying assumptions of the plan are realised. However, possible
variances from plan assumptions exist, further unforeseen situations have the possibility of
modifying forecasts requiring reassessment of Council the financial sustainability.

Key Challenges and Opportunities
The key challenges and opportunities faced by Council in achieving the objectives of this LTFP
are:

e Ensuring ongoing financial sustainability of Council.

¢ Meeting ongoing expectations of our community for increased, or new, services.

¢ Maximising funding for renewal and replacement of ageing assets in line with improved
asset management principles and practices.

e Improved data for Council's asset base and ongoing review of asset inventory.

¢ Managing impact of cost shifting from other levels of Government.

¢ Managing political and legislative changes and their impact.

¢ Minimising the impact of economic instability and inflationary pressure.

e Monitoring impact of decisions made outside this LTFP.

o Rationalisation of underutilised or surplus assets to provide one-off capital injections and
reduce maintenance and other operating costs.
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e Use of debt to leverage funding for asset renewal and acquisition of assets.

o Review of services to reduce expenditure, increase efficiency and effectiveness and
increase value for money to ratepayers.

e Use technology to reduce costs, increase productivity, efficiency and effectiveness.

o Explore ways to increase existing revenue streams, and find new ones, by taking a
commercial approach to Council business.

e Environmental and climate related risks.

Planning Framework

The financial basis of this LTFP is consistent with the audited Annual Financial Statements as at
30 June 2023, the 2023/2024 Annual Business Plan and the 2023/2024 Budget. The LTFP
forecasts have been based on the September 2023 (and significant December 2023) quarter
revised Budget along with current Asset Management Plans (AMP), financial policies and a set
of assumptions which are necessary, given the high-level nature of an LTFP and the long-term
assumptions which sit beneath all forecasts proposed.

The LTFP is primarily used as a tool to establish and communicate Council’s general financial
direction over the longer term (10 years) and to assist in the assessment of Council's current
financial position in conjunction with its Annual Business Plan and Annual Budget preparation
together with ongoing quarterly Budget reviews.

This is intended to be a “live” document requiring adjustment and assessment as Council makes
financial decisions which may impact its long-term financial position. Council will review this Plan
at least annually, post audit of its Financial Statements, and prior to development of its Annual
Business Plan and Budget. Other updates will be made when considered necessary.

Council's Annual Business Plan and Budget will be prepared with reference to this LTFP and with
consideration of new information at hand regarding economic, political and social factors at time
of preparation.

The LTFP is prepared using multiple assumptions, especially regarding projected rate income,
fees, charges, grants, future operational and capital expenditure requirements. Given the long-
term nature of this Plan and forecasts derived from an estimate of future performance, it should
be noted that actual results have the potential to vary from the information contained in this LTFP.
It should also be noted that some of these variations could be material.

The accuracy of predictions decreases over time and difficulties can arise in accurately predicting
capital expenditure requirements for Council’s significant asset base. Council has prepared
AMP’s for its major asset classes to assist in determining the funding impact of maintaining and
replacing assets when required. These projections are based on current understanding of asset
management needs at a point in time and with reference to Council’s LTFP. Council's AMPs
seek to ensure that assets are maintained at a safe and functional standard to meet Community
needs and expectations within the funding available while keeping rates affordable. It should be
noted that all AMPs of Council are required to be updated during the 2024 calendar year.

This LTFP does not rely on asset sales to fund core services or renewal of infrastructure,
however, three (3) new loans totalling $4.6m of which have been included. These loans represent
Council’'s contribution (or a portion thereof) towards the following major projects:
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e Upgrade of Robert Street, Maitland - $3.0M loan with a fixed term of fifteen (15) years.

¢ Renewal of Clinton Road (Stage 1) - $1.1M loan with a fixed term of ten (10) years.

e Yorketown Power Line Undergrounding Project - $500k loan with a fixed term of ten (10)
years.

More detail about these projects can be found later in this LTFP. These project and subsequent
loan borrowings are forecast to commence in 2025/26 (Y2) and 2026/27 (Y3) of the plan.

Debt will be regarded primarily as a strategic tool to be used for the acquisition of new assets or
upgrade or renewal of existing assets.

Debt will be considered:

¢ In the context of Council's SMP;

¢ Inthe context of LTFP forecasts and targets;

¢ In the context of AMP asset renewal requirements;
e As funding for long term asset acquisition;

e To enable intergenerational equity; and

¢ As a mechanism to fund temporary cash shortfalls.

Financial sustainability will be measured using the Local Government (Financial Management)
Regulations 2011 specified financial indicators (ratios). The three ratios used are:

e Operating Surplus Ratio (OSR) — measures the extent to which operating income meets
operating expenditure.

¢ Net Financial Liabilities Ratio (NFLR) — indicates the extent to which the net financial
liabilities of Council could be met by its operating income.

o Asset Renewal Funding Ratio (ARFR) — measure of the amount spent by Council on
renewing or replacing existing assets compared to expenditure required in its AMP’s.

Ideally, at a minimum, Council should raise enough operating revenue to cover all operating
expenditure including depreciation on an annual basis. When this occurs, Council will have a
positive or break even OSR meaning that ratepayers in that year are paying for all resources
consumed. Operating deficits are not sustainable or equitable in the long term as they result in
services consumed by current ratepayers being paid for by future ratepayers (i.e.
intergenerational inequity). A fair and equitable tax system is one in which taxes paid by each
generation are proportional to the benefits which that generation receives.

The LTFP forecasts are presented as a series of reports and financial statements (ten (10) year
forecasts) in a format required in the SA Model Financial Statements and comprise the following:

e Statement of Comprehensive Income
e Statement of Financial Position

e Statement of Cashflows

e Statement of Changes in Equity

¢ Uniform Presentation of Finances

Please refer to Attachments 1 — 5 for more information.
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Measuring our performance

The Local Government (Financial Management) Regulations 2011 set out three (3) financial
indicators (ratios) that allow assessment of Council's long term financial performance and
financial sustainability. Each of the three (3) ratios have been forecast over the life of this LTFP
and compared to Council targets which have been set relative to recommendations provided in
the LGA’s Financial Sustainability Information Paper 9: Financial Indicators.

Council’s targets aim to achieve and maintain a positive OSR and to maximise the ARFR, over
the term of the Plan, building a solid foundation beyond Year 10 of this LTFP. Achieving and
maintaining financial sustainability assists Council in minimising the impact of future risks and
uncertainty while maintaining current levels of service and infrastructure without excessive rate
increases.

The annual targets set by Council are:

Financial Sustainability Indicator Target
Operating Surplus Ratio 0% to 10%
Net Financial Liabilities Ratio <100%
Asset Renewal Funding Ratio >100%

Operating Surplus Ratio

This ratio measures the extent to which operating income covers operating expenditure (including
depreciation). It is calculated by expressing the operating surplus (deficit) as a percentage of
operating income. This indicator is by far the most important. If Council consistently achieves a
modest positive operating surplus ratio and has soundly based forecasts showing that it can
continue to do so in future, having regard to asset management and its community’s service level
needs, then it is financially sustainable. Council's forecast ten (10) year Operating
Surplus/(Deficit) is shown in the graph below.

Operating Result

$2,500,000

$2,000,000 $1,972,979

$1,680,490 $1,762,653
$1,528,450
$1,500,000 1,309,388
$1,166,671 $1,199,082 51,309, $1,234,558
$1,000,000 $884,875
$500,000 I
S0

Y, 1 Year2 Year 3 Year4  Year5 Year6 Year7 Year8 Year9 Yearl0

$500,000 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34

-$555,001
-$1,000,000
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The graph on page 11 shows that Council will achieve an Operating Surplus in Y2 (2025/2026)
and maintain an Operating Surplus over the life of the Plan. This result is in line with the objectives
of this LTFP.

Though returning consistent operating surplus Council has the flexibility to invest additional funds
to into renewal of existing assets, afford repayments on any potential new loans, consider the
provision of new services to meet the needs of its community and meet its financial sustainability
targets as stated in this LTFP.

Based on the Operating Surplus/(Deficit) forecast in the graph on page 10 above the forecast
OSR for this LTFP is shown in the graph below.

Operating Surplus Ratio

12.0%

10.0%

8.0%

6.0%

4.0% 3.4% 3.5% 3.5% 3.7%
2.4% 2.6% 2.7% 2.4%
1.9%
2.0% I I
0.0%
Y Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year9 Year 10

-2.0% 29%%%5 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34

mmmm Operating Surplus Ratio e [Mlaximum Threshold Minimum Threshold

The trends in the OSR graph above is reflective of the movement in the forecast operating
surplus/ (deficit) shown in the graph on page 11.

Net Financial Liabilities Ratio

This ratio indicates the extent to which the net financial liabilities of Council can be met by its
annual operating income. Net financial liabilities can be defined as the total liabilities (debt,
employee leave entitlements and other amounts payable in future) of Council less financial assets
(cash holdings, invested funds etc.). This ratio is calculated by expressing net financial liabilities
at the end of the financial year as a percentage of operating income for the year. If the ratio falls
over time, this indicates that Council’'s capacity to meet its financial obligations from operating
income is strengthening. It may also allow Council to increase its borrowings for strategic capital
expenditure.
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Over the life of the Plan this ratio is forecast as shown in the graph below.

Net Financial Liabilities Ratio
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O%llllllllll

Year 1 Year 2 Year 3 Year 4 Year5 Year 6 Year 7 Year 8 Year9 Year 10
2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34

mmmm Net Financial Liabilties Ratio e Maximum Threshold

The graph shows that Council’s forecast NFLR is well below the ceiling of 100% over the life of
this LTFP, with 22% being the highest (Y2 and Y3) and 10% being the lowest (Y10). This is well
within the financial sustainability targets of this LTFP.

As stated, earlier three (3) new loans totalling $4.6m are forecast over Y2 and Y3 to assist in
Council’s contribution to several major projects.

The decreasing ratio provides Council with the opportunity to continue borrowing to undertake
strategic capital projects as long as the capacity to repay exists.

Asset Renewal Funding Ratio

This ratio indicates the extent to which Council’s non-financial assets are being renewed and
replaced compared to expenditure identified in Council’'s AMP. It is calculated by measuring
capital expenditure on renewal and replacement of assets in any given year divided by the
expenditure required on renewal of assets in Council’'s AMP in that year. This Plan uses AMP to
calculate this ratio and allocate available capital renewal funding across Council’s various asset
classes.
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The ARFR results are provided in the graph below.

Asset Renewal Funding Ratio
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The minimum Asset Renewal Funding Ratio target of 100% is achieved throughout the Plan
except for Y10. The average ratio result over the life of the revised LTFP is 136% which is 6%
greater than the average result for the ration in the current adopted LTFP. An average ratio
greater than the minimum target of 100% ensures that portion of the asset renewal backlog is
being addressed. An asset renewal backlog is created when required asset renewal is not
undertaken in accordance with the timing indicated in the AMP. When this continues over a
length of time assets generally deteriorate at a rapid rate due to lack of investment and require
increased funding to bring them up to a satisfactory standard.

The inconsistent nature of the revised ratio is reflective of the use of AMP renewal targets (rather
than depreciation) in calculation of this ratio. AMP’s are a better measure of asset renewal than
depreciation as they more accurately and consistently reflect the timing and quantity asset of
renewal required to be undertaken annually. A ratio greater than 100% indicates that Council is
addressing some of the asset renewal backlog that exists from previous years. For the purposes
of this plan AMP values have been indexed from the date of last revaluation using a combination
of the Local Government Price Index (LGPI) and CPI indices.

It should be noted that whilst the Plan contains assumptions around asset revaluations, the actual
outcomes of the revaluation of several major asset classes, presently in progress, are unknown.
Further, Asset Management Plans (AMP) for all major asset classes are due to be updated by
November 2024. These updates are likely to see adjustments to asset renewal requirements
impacting the calculation of this ratio and projections into the future. The results of asset
revaluations and updated AMPs will be reflected in future iterations of the Plan.
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Key assumptions, influences and priorities

This LTFP is based on a ‘business as usual’ model, as far as practicable, inclusive of potential
grant funding for, and expenditure on several major projects. The plan includes known impacts
of completed service level reviews, variations to current levels of service and Council’s current
asset stock. Based on the historical data for the Council area, nil growth in the number rateable
assessments has been assumed.

The external and internal influences which impact this LTFP are listed below. Furthermore
multiple assumptions have been made in the preparation of this plan and are detailed later in this
document.

External
e CPI (All groups, Adelaide)
e Local Government Price Index (LGPI)
e Landscape Levy
e Solid Waste Levy increases and associated refuse and recycling costs
e Utility and fuel costs
¢ Interest rates and current fiscal environment
e Legislative compliance cost increases
e Government policy changes
e Broader economic environment
e Government grants and subsidy amounts and distribution models
¢ Climate change and environmental policy
¢ Risk management and insurance
o ESCOSA full cost recovery requirement for CWMS and Water supply operations

Internal
e Enterprise Bargaining Agreements (EBA) and associated employee costs
e Asset sustainability and service levels
e Asset revaluations
¢ New and upgraded assets
¢ Increased focus on asset renewal
e Treasury management policy
e Service level reviews leading to real savings
¢ Need to increase productivity, efficiency and effectiveness leading to real savings
e One-off Council decisions outside the LTFP
e Caravan parks funding framework
e |T Strategic Plan requirements

CPI

While individual income and expenditure items will have varying degrees of increases, an
underlying CPl has been assumed to determine variations in this LTFP. A mixture of The
Australian Bureau of Statistics December 2023 CPI (All groups, Adelaide) and the RBA's
November 2023 Economic Outlook assumptions have been used to forecast CPI for this LTFP’s
Y1 and Y2. From Y3 CPI is assumed normalise to the RBA target rate of 2.5% which is then
retained for the life of the plan. Forecast CPI can be found in the table on page 6 of this Plan.
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Borrowings

As stated earlier, three (3) new loans totalling $4.6m has been included in this LTFP, to be drawn
down in Y2 (2025/2026) and Y3 (2026/27). These new loans enable and/or assist Council in
providing its required contribution to the following projects without drawing on its existing cash
balance:

e Upgrade of Robert Street, Maitland — $3.0M loan with a fixed term of fifteen (15) years.

e Renewal of Clinton Road (Stage 1) — $1.1M loan with a fixed term of ten (10) years.

e Yorketown Power Line Undergrounding Project — $500k loan with a fixed term of ten (10)
years.

Indexation

The table below summarises the approximate changes in income and expenditure types
compared to the September 2023 quarter (and significant major December 2023) quarterly
budget reviews. It should be noted that there are individual items which may have increased or
decreased at a different rate than stated below and that the list below is not exhaustive. These
the reasons for the movements are outlined in more detail later in this LTFP.

Y1l Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10

Income Type ' 54/25 25726  26/27  27/28  28/29 29/30 30/31 31/32 32/33 33/34

General Rates 6.80% 5.25% 4.25% 4.00% 4.00% 3.75% 3.75% 3.50% 3.25% 3.25%

Landscape
Levy

Waste Charge 5.00% 4.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%

4.00% | 3.25% | 2.50% 2.50% @ 2.50% | 2.50% | 2.50% @ 2.50% @2.50% @ 2.50%

CWMS Charge 4.00% | 3.25% | 2.50% 2.50% @ 2.50% | 2.50% | 2.50% @ 2.50% @2.50% @ 2.50%

‘c"l';tregzsupp'y 4.00% 3.25% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
ZL""::‘;::V 4.00% 3.25% 2.50% 2.50% 2.50% 2.50% 2.50% @ 2.50% 2.50% @ 2.50%

User Charges 4.00% 3.25% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Other Income 1.00% @ 1.00% | 1.00% & 1.00% | 1.00% & 1.00% | 1.00% @ 1.00% @ 1.00% @ 1.00%

Other Income

. 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
(Fuel Credits)

Y1 Y2 Y3 Y4 Y5 Y6 Y7 Y8 Y9 Y10

Expenditure Type )55 25726  26/27  27/28  28/29 29/30 30/31 31/32 32/33  33/34

Employee
(Salary/Wage)
Employee
(Leave 3.00% | 3.00% @ 3.00% | 3.00% | 3.00% | 3.00% @ 3.00%
Expense)

Employee Assumptions not provided

(Workers as EBA negotiationsare  300% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Compensation) currently in progress.

Employee

(Income 3.00% | 3.00% @ 3.00% | 3.00% | 3.00% | 3.00% @ 3.00%
Protection)

Superannuation 3.00% 3.00% 3.00% 3.00% @ 3.00% 3.00% @ 3.00%

3.00% @ 3.00% 3.00% 3.00% 3.00% 3.00% @ 3.00%
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Insurance 5.00% @ 5.00% | 5.00% | 15.00% | 5.00% | 5.00% 5.00% | 5.00% | 15.00% | 5.00%

Landscape Levy 4.00% 3.25% @ 2.50% 2.50% 2.50% 2.50% 2.50% | 2.50% 2.50% @ 2.50%
Utilities

(Electricity & 0.00% @ 3.25% | 2.50% 2.50% | 2.50% @ 2.50% | 2.50% | 2.50% | 2.50% @ 2.50%
Gas)
Utilities
(Water)
Waste &
Recycling

0.00% 3.25% 2.50% @ 2.50% | 2.50% 2.50% 2.50% @ 2.50% | 2.50% @ 2.50%

5.00% @ 4.00% @ 3.00% | 3.00% | 3.00% | 3.00% 3.00% | 3.00% | 3.00% | 3.00%

Operating Income

Council’s operating income base on which this Plan is built is $42.9m (Y1) of which approximately
71% is derived from Rates (inclusive of service charges, separate rates and the landscape levy).
At the end of the Plan (Y10), operating income is forecast to be $53.1m (keeping in mind that $1
today will not be worth that in Y10 2033/2034). Values as presented in this LTFP are in future
(nominal) values (i.e. they have been adjusted each year by a forecast inflation rate — CPI or
higher).

The forecast for operating income over the life of this LTFP is best shown by the following graph:

Operating Income
$60
$53.1
$51.7
¢50 $48.2 a7y $485 34838 250.2

$42.9 s44.9 2456
$a
$3
$2
$1
S0

Year 1 Year 2 Year 3 Year4  Year5 Year 6 Year 7 Year 8 Year9 Year 10
2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34

Millions

o o o

o

The graph on page 18 provides a visual breakdown of operating income by classification. From
the graph below it can be observed that there is an increased reliance upon rates (Y1 70.6%;
Y10 78.8%) and user charges (Y1 12.3%; Y10 12.9%) to generate operating income over the life
of the plan and a decline in the overall contribution of grants, subsidies and contributions (Y1
14.6%; Y10 6.1%).
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Operating Income by Classification

Year 1 Year2  Year3 Year4  Year5 Year 6 Year 7 Year8 Year9 Year10
2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34
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For more information on Council's forecast operating income and the various income streams
refer to Attachment 1: Statement of Comprehensive Income.

Rates and Service Charges

Rates ($30.3m Y1 base) include revenue from General Rates, Service Charges (Refuse
Collection, CWMS and Water Supply), Landscape Levy collected on behalf of State Government,
Special Rates (where applicable), fines for late payment and rebates available for each category.

The table on page 6 and below, lists the total proposed annual general rate revenue increase for
this LTFP including the additional financial sustainability increase over and above the forecast
CPI related annual increase. The increase shown in the table below is the overall increase to
general rate revenue, actual changes to rates will vary dependant on valuations and other
criteria®. As mentioned previously at this stage no growth has been modelled over the life of this
LTFP.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

GeneralRates ) o5 2526  26/27 27/28  28/29 29/30  30/31  31/32  32/33  33/34

Rate Increase  6.80%  5.25%  4.25%  4.00%  4.00%  3.75%  3.75%  3.50%  3.25%  3.25%

As stated earlier, the LTFP includes a Road Maintenance and Renewal Loading (RMRL) which
is to be applied over and above CPI to ensure to ensure to ensure targets are met and asset
renewal backlog is reduced. Rate increases proposed in this LTFP range between 3.25% and
6.8% with increases being higher earlier in the plan to assist Council in navigating known cost
pressures in current operations.

Council has tried to ensure rate increases are manageable, consistent and adhere to the
principles of intergenerational equity with no large spikes across this LTFP. The rate increases
are set to ensure current levels of service and infrastructure continue to be provided while

2 Refer also to footnote one on Page 6.
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managing ongoing cost pressures and internal and external factors impacting Council's
operations.

The proposed rate increases are the minimum required to meet the objectives of this LTFP and
maintain it for the remainder of this LTFP and beyond.

Rates are Council’'s main source of income. They are used to provide the funds to deliver services
and maintain infrastructure required by the community. Rates are a form of property taxation and
property values play an important part in determining how much each individual ratepayer
contributes. As it is a system of taxation, the rates paid may not directly relate to the services
used by each ratepayer. Generally, the higher the value of the property the higher the rates paid.
Along with most other Councils, we use capital value to value all properties. Capital value is the
value of the land and all improvements.

In determining how rates are applied, Council uses a differential rating system with a fixed charge.
Differential rates allow us to set a different rate depending on the use to which the land is put -
whether it be residential, commercial, primary production, etc. A fixed charge is a fixed, or flat
amount, which all ratepayers must contribute to equally. Differential rates are calculated on top
of a fixed charge.

In addition to General Rates, as described above, Council also raises service charges for waste
collection and recycling, CWMS and water supply.

Waste Collection and Disposal

Refuse and recycling service charges ($2.8m Y1 base) are modelled in the revised LTFP at
approximately 3% increase p.a. (except for Y1 5.0% and Y2 4.0%) based on inflationary
expectations, contract terms, forecast variations in the cost of fuel, forecast increases to the State
Government’s waste levy impacting disposal costs, growth in collections and forecast increases
to recycling processing costs. As permitted by legislation this service is charged on a full cost
recovery basis and funds the collection and disposal of waste and recycling material collected
from properties. Council calculates one service charge for properties entitled to receive a two-bin
service and another for those properties entitled to receive a three-bin service. This service
charge is subject to a specific provision of the Local Government Act 1999 and Council is required
to reduce the amount payable by residents depending on the distance of their property access
point to the nearest collection point. Therefore the two-bin service charge may be reduced
depending on a property’s distance to the nearest collection point. The proposed LTFP has not
modelled any potential changes to Council’'s waste collection and disposal income (or
expenditure) which might occur under implementation of a food organics/green organics waste
management collection service in the future.

Community Wastewater Management System (CWMS) and Water Supply

CWMS (community effluent or sewerage: $2.1m Y1 base) and Water Supply ($199k Y1 base)
service charges are currently forecast to increase in line with inflation for the purpose of the plan.
Further modelling is undertaken during annual budget preparation utilising a Local Government
Association (LGA) costing model compliant with LG legislation and Essential Services
Commission of South Australia (ESCOSA) full cost recovery requirements. Council operates 18
CWMS sites and provides water supply to 3 settlements (excluding Marion Bay desalination plant
which seeks to meet cost recovery requirements solely based on usage).
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A service charge is calculated each year with the intention of achieving full cost recovery including
the cost of capital and an allowance for risk for CWMS and Water supply operations. A different
CWMS service charge is set each year for occupied and unoccupied properties.

Landscape Levy

The forecast annual increase to the Landscape Levy ($1.2m Y1 base) is based on CPI
assumptions. Exact annual amounts are generally confirmed by the Board in May/June each
year. Council is required to collect an amount each year as advised by the Board. The amount
collected (net of rebates) is then paid to the Board. Capital value of properties are used to
determine how much each ratepayer will pay.

Statutory Charges

Statutory Charges ($427k Y1 base) are fees related to the regulation of activities including
Development Applications (set by State Government), Animal Registration and various Licence
Fees.

Total income from these charges is expected to increase by 25.8% between Y1 and Y10 of the
Plan. The timing and quantum of increases is in accordance with forecast CPIl assumptions.

User Charges

This category of income ($5.3m Y1 base) consists of fees and charges for recovery of service
delivery costs (i.e. user pays). This includes income from Caravan Parks, Council's Leisure
Options service (NDIS), Boat Ramps and Bush Camping sites. Bush camping and Council
operated Caravan Parks have seen a significant increases due to changes in travel patterns over
recent years leading to a substantial increase to the base and a flow on effect throughout over
the course of the LTFP.

The amount charges for the individual fees and charges which generate user charges income are
generally set at the discretion of Council and are reviewed annually during the Annual Business
Plan and Budget setting process. A full list of all Council fees and charges can be found on
Council's website. User charges income is expected to increase in line with CPIl assumptions
over the life of this LTFP. Council operated Caravan Parks generate average of 67% of the total
user charges income generated by Council each year.

Grants & Subsidies (Operating and Capital)

This income source ($6.3m Y1 base) is forecast to fluctuate significantly over the life of the plan
due to the inclusion on anticipated one-off/major project operating grant income (refer table on
page 21). However, there is an underlying assumption that regular sources of grant income will
reduce early in the Plan before stabilising.

Some variations to regular grant income are as follows:

e Supplementary Local Roads Funding — provided to SA Councils by the Federal
Government. These funds are not tied to any specific purpose and can be used at
Council’s discretion. Council received an annual allocation of approximately $400k per
between 2019/2020 and 2023/2024. This funding is not anticipated to continue beyond
Y2 of the plan.

e Local Government Grants Commission — made up of two (2) components: General and
Roads. These funds are not tied to any specific purpose and can be used at Council’s
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discretion. Between 2015/2016 and 2023/2024 Council's annual general-purpose
allocation has declined by $315k. Council is wary of further reductions to the general-
purpose allocation. A decline in this grant is assumed for Y1 of the plan as a safeguard.

e Roads to Recovery (R2R) — provided by the Federal Government to all Councils in
Australia and while Council can decide which projects to spend it on, it must be spent on
roads. Council’'s present annual allocation is approximately $822k. This grant commences
a new five-year funding period in Y1 of the plan, an annual allocation of $850k has been
included (unindexed) across the life of the plan.

e Point Pearce MUNS funding — Council received approximately $107k in 2023/2024 to
provide maintenance services to the Point Pearce community. This amount has been
maintained at historical levels for the life of this LTFP.

e Leisure Options grants — reduction to historical levels in Y1 then stable for the life of this
LTFP, increased reliance on user pays NDIS income.

e Library grants - no increase due to uncertainty of funding. Maintained at historical levels
for the life of this LTFP.

Impact of Major Projects on Grant Income

The table below provides an overview of major projects included in the LTFP and assumed
funding sources. Many of these projects materially impact financial results in the year they are
undertaken.

Funded by

Anticipated Total External Required General Funded by
Project Timi’::q N Classification Cost Funding Contribution Revenue New Loans
g ($000)  ($'000)* ($7000) (§000) ($7000)
Clinton Road 2025/2026 to Capital
(Stages 1 to 5) 2029/2030 (Renewal) 12,260 7,800 4,460 0] ()
Edithburgh Capital .
Dive Stairs 2024/2025 (New/Upgrade) 788 552 236 (236) Nil
Future Major .

. 2030/2031 to Capital . .
Projects 2033/2034 (Renewal) 5,500 Nil 5,500 (5,500) Nil
Allowance
North Coast Cavital
Road 2024/2025 P 3,250 1,720 1,530 (1,530) Nil

(Renewal)
(Stage 3)
Robert Street Operatin
Maitland 2025/2026 E’i enseg 3,000 3,000 Nil Nil Nil
Upgrade (DPTI) P
Robert Street
Maitland Capital .
Upgrade 2025/2026 (New/Upgrade) 9,000 6,000 3,000 Nil (3,000)
(Council)
Yorketown 2024/2025 to Operating
PLEC 2025/2026 Expense et 200 oo 5oy ey
Totals 36,798 21,072 15,726 (11,126) (4,600)

3 The anticipated timing of these major projects is often subject to circumstances outside of Council’s ability to
control (i.e. — availability of grant funding).

4 Funding assumptions are subject to change and are dependent on circumstances outside of Council’s ability to
control. Changes to the level of funding provided to Council for specific projects can increase and decrease at the
discretion of the funding body.
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Investment Income

Investment Income ($299k base) is derived from interest on Council investments and surplus
cash at bank and includes reimbursement of interest paid by Council on community loans. Income
has been forecast based on government bond rates applied to cash flow projections over the life
of the Plan and scheduled community loan reimbursements. The current cash rate and
investment rates have also been used as a guide.

Council's Treasury Management Policy ensures available funds are managed on a regular basis
to maximise returns.

Interest rates on offer have risen significantly over following the Reserve Bank’s multiple
increases to the cash rate since May 2022. With inflation easing this LTFP has forecast a
decrease to interest rates over the early part of the plan with stabilisation through the middle and
latter part of the plan.

Reimbursements

This category includes reimbursements by Community Groups, Sporting Clubs and individuals
for expenses incurred by Council on their behalf and on-charged. This category also includes any
amounts charged for Private Works performed by Council. With a $148k Y1 base this makes up
a very small component of Council’s total operating income. This income source is forecast to
remain unchanged over the life of the plan.

Other Revenue
All income that cannot be classified in the categories above is included here. The Y1 base is
$151k with the biggest item being the ATO'’s fuel tax credits.

Operating Expenses

Council's operating expense base, on which this LTFP is built, is $43.4m of which approximately
39% (or $17.0m) consists of materials, contracts and other expenses. Approximately one third
consists of employee costs (operating only), one third is for depreciation and the balance is for
finance costs (interest on loans). At the end of this LTFP operating expenditure is forecast to be
$51.2m (keeping in mind that $1 today will not be worth that in Y10: 2033/2034). Values as
presented in this LTFP are in future (nominal) values i.e. they have been adjusted each year by
a forecast inflation rate — CPI or higher.
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The forecast for operating expenditure over the life of this LTFP is best shown by the following
graph:

Operating Expenditure by Classification
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There is a steady increase to total operating expenditure based on the proposed indexation
factors detailed earlier. Annual variations range between -7.8% and 8.4% (1.9% average). When
compared to the previously endorsed LTFP 2024 - 2033, overall LTFP expenditure is $42.6m
greater across a ten (10) year period. While an underlying CPI has been applied to most expense
types, one-off adjustments and forecast increases above CPI have been applied to a multiple of
expenditure items where required over the life of the plan. The inclusion of several major
operating projects accounts for the significant fluctuations anticipated in Y1 to Y3.

For more information on Council’s forecast operating expenses refer to Attachment 1: Statement
of Comprehensive Income.

Employee Costs

Includes all operating employee costs and is inclusive of salaries, wages and overheads such as
allowances, superannuation, leave entitlements and workers compensation insurance. Wage
costs (including allocation of staff overheads) relating to capital projects are included in the total
capital expenditure for renewal and replacement of existing assets. The split between operating
and capital can vary from year to year depending on capital projects approved by Council,
however overall the LTFP assumes the trend on this split remains reasonably consistent across
the life of this LTFP. Approximately $1.4m (indexed annually) has been allocated in capital wages
every year. The remaining total employee cost base (operating) is approximately $12.3m in Y1
(including labour on cost and other overheads).

The LTFP continues to provide for legislated annual increases in the superannuation guarantee
rate moving from 10% to 12% between 2021/2022 to 2025/2026 in annual increments of 0.5%.

Salary and wage increases are forecasts of the Enterprise Bargaining Agreements (EBA'S)
currently being negotiated. The current EBA’s conclude on 30 June 2024. Future iterations of the
LTFP will reflect the most up to date EBA’s once finalised.
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An annual allowance of 0.5% has been forecast for reclassifications, step increments, contract
negotiations and market factors. No increases in FTE are factored into this LTFP.

This LTFP forecasts an average annual increase of approximately 3.2% over the life of the plan.

Materials, Contracts and Other Expenses

Materials cover payments for physical goods including the purchase of road making materials,
water, fuel, electricity and office consumables. Contracts include payments to external entities for
provision of services to Council including Waste Management, electrical, plumbing, fire and
safety, building maintenance, line marking, insurance etc. This category also includes payments
to consultants and legal fees incurred by Council and all other expenses that do not fit into the
categories Employee Costs, Depreciation or Finance Costs. The total materials, contracts and
other expenses base (operating only) is approximately $17.0m.

As mentioned earlier, while an underlying CPI increase is built into most expense lines in this
category of expenditure, some expense lines have increased by more than CPI or have had to
be adjusted to reflect their one-off nature. Further savings have been made to several
discretionary expense lines based on efficiency in operations, reviewing of costs and service level
reviews. One-off adjustments made to the base have impacted overall expenditure for this
category in Y1 (2024/2025) resulting in a net reduction of approximately $0.9m (5%) compared
to the September 2023 (including significant December 2023) quarter budget review projections
for 2023/2024 year end.

Major variations that have impacted this iteration of the LTFP are:

e Roadside tree trimming — $200k increase to annual allocation;

e Jetty pylon replacement — $400k increase to annual allocation;

e Electricity expenditure — $110k decrease to Y1 based on new contract, then CPI
adjustment annually;

o Waste collection, disposal and processing — increase by 5.0% in Y1, 4.0% in Y2 and then
3% from Y3 onwards on a base of $2.8m. Costs are reflective of inflation, historical
increases, contract terms, and variations in fuel costs, forecast increases to the State
Government’s waste levy impacting disposal costs, growth in collections and forecast
increases to recycling processing costs. Costs are recovered through an annual service
charge levied to users as permitted by legislation;

e \Water costs to remain at current year budget allocation for Y1, then forecast to increase
by CPI annually;

e Insurance increases over the life of this Plan;

e Undergrounding of powerline project at Yorketown $3m over two (2) years dependent on
grant funding; and

¢ Robert Street, Maitland Upgrade facilitation of Department of Infrastructure and Transport
(DIT) component of project (dependent on grant funding for Council portion of the project
and full reimbursement by DIT for their component).
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Depreciation
Depreciation is an accounting charge to Operating Expenses showing the rate of consumption of
Council’s infrastructure, buildings, plant and equipment and other fixed assets.

Depreciation in the LTFP is calculated based on best estimates of consumption of Council's
assets over their useful lives. The estimate is also reflective of existing AMP’s, latest asset
revaluations, current asset data held and updated by Council and the strategic direction taken by
Council to increase renewal expenditure on assets and minimise spending on new assets unless
significant grant funding can be sourced to assist.

The average annual increase in this LTFP is 2.3%. Base depreciation has been set at $13.8m
which represents a significant increase on forecasts provided in the previous LTFP. This increase
is based upon knowledge of Council's current inventory of assets, their age and condition,
replacement value, increased capital investment over the last few years and improving accuracy
of Council’'s asset management data. Assumptions regarding the outcome of asset revaluations
for several major asset classes (transport, CWMS, Stormwater and Water) which are presently
in progress have also been included.

Increases in depreciation have an unfavourable impact on Council’'s operating bottom line and its
Operating Surplus Ratio.

As mentioned earlier this LTFP proposes to provide approximately $160.9m over ten (10) years
for renewal of existing assets with an additional $14.3m for upgrade of existing assets and
acquisition of new assets.

Finance Costs
Finance Costs include interest on borrowings inclusive of community loans and are based on
loan repayment schedules for existing loans.

As stated earlier in this LTFP three (3) new loans totalling $4.6m are included in the plan.

Financing forecasts in the LTFP have been made with consideration of Council’s current Treasury
Management Strategy. For more information please refer to Council's Treasury Management
policy available on its website.

Capital Expenditure
In line with Council's SMP and AMP’s one of the major aims of this Plan is to maximise the
provision of funds for the renewal and replacement of existing assets.

The table on page 26 highlights the individual asset classes and the indexed AMP asset renewal
requirements over the life of this LTFP. AMP values are required to be indexed for inclusion in
the LTFP to account for the effect of inflation on prices since the time the AMP was prepared.
Both the Local Government Price Index (Capital) and CPI have been used in calculating indexed
renewal values for the LTFP. Failure to index AMP renewal values may result in an overstatement
of Council’'s ability to meet renewal requirements.
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Asset Class

Transport

Building & Other Structures
CWMS

Water

Stormwater

Major Plant

Minor Plant, Equipment & Other Assets*

Total

LTFP
Renewal
Allowance
2025-2034
($7000)

120,010
10,714
3,884
591
1,000
17,904
6,759
160,861

AMP
Required
Renewal

2025-2034
($’000)

65,944
34,521
3,884
591
1,000
20,724
7,266
133,930

Current
AMP
Endorsement
Date
Mar-21
Nov-19
Mar-21
Mar-21
Mar-21
Mar-21

N/A

Last
Revaluation
Date

Jul-19
Jul-22
Jul-19
Jul-19
Jul-19
Held at Cost
Held at Cost

* Asset renewal requirements for Minor Plant, Equipment & Other Assets have been calculated using unindexed asset expiry dates
in the absence of a formal asset management plan. The renewal projections for this asset class have not been included in calculation
of the denominator for the Asset Renewal Funding Ratio.

It is clear from the table above that the Transport asset class (majority Road assets), which is
Council’'s biggest asset class, requires the largest investment. It is followed by Land, Buildings
and Structures and Major Plant.

The table below and graph which follows provide indexed AMP identified asset renewal
requirements by asset class which have been used as a starting point to allocate the $160.9m
funding available for renewal and replacement of existing assets in this LTFP.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year7 Year 8 Year 9 Year 10
Asset Class 24/25 = 25/26 | 26/27 27/28 28/29  29/30  30/31 @ 31/32  32/33  33/34
($'000) | ($'000) = ($'000) = ($'000) ($'000) | ($'000) | ($'000) | ($'000) | ($'000) & ($'000)
Transport 7922 4216 7,256 5088 7,682 7,387 5644 2,847 1,230 16,674
Building &
Other 4194 2,417 1,356 914 2,061 5,180 4,099 4,978 6537 2,786
Structures
CWMS 337 266 679 350 256 355 385 171 760 325
Water 37 - 121 24 80 63 49 131 40 46
Stormwater 79 70 33 87 167 190 210 27 69 69
Major Plant 2,028 1,064 2303 2,762 1,738 2,614 1,131 2,813 1,417 3,203
Total AMP
Renewal 14,597 8,032 11,747 9,224 11,634 15789 11,518 10,968 10,053 23,102
Requirements
Minor Plant,
Equipment & 406 612 389 285 622 1,687 1,032 405 | 1,319 509
Other Assets
(no AMP)
Total Asset
Renewal 15,003 8,644 12,136 9,509 12,256 17,476 12,550 11,373 11,372 23,611
Requirements
Less: Forecast |, 15 | 14,750 | -14,300 | -14,400 | -15,500 | -16,300 | -16,300 -17,250 @ -17,700 | -18,350
LTFP Renewal
(gl 1,009 -6,106  -2,164 | -4,890 -3244 = 1,176  -3,750  -5877 @ -6,328 5,260
Renewal
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Asset Renewal
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Graphs presented earlier in this Plan show that Council meets the minimum ARFR target of 100%
in all years of the plan except Y10 with the average ARFR over the life of this LTFP is 136%. An
average ARFR result greater than 100% means Council's backlog® is being somewhat
addressed.

It should be noted that the table and chart above do not consider Council’s infrastructure backlog.
Further funding in addition to that provided for in this LTFP is likely required to address this
backlog. The table below presents for a $42.9m backlog in asset renewal at 30 June 2023.

The table below is a snapshot of how the level of funding for renewal and replacement of assets
compares to the AMP’s and Council’s backlog or renewal gap. The forecast funding of $160.9m
for asset renewal over the period 2025 — 2034 is approximately $26.9 more than what is required
per Council’'s AMP and asset register renewal data for the period. However, this extra funding still
falls just short of addressing the total asset renewal backlog as demonstrated in the table below.

Asset Class Amount ($’000)

AMP Renewal Requirements (indexed AMP and unindexed asset register) 133,930

Asset Register Identified Backlog (indexed values representing
calculated asset renewal backlog as at 30/06/2023, excluding 23/24 42,929
capital renewal)

Less:

LTFP Renewal Allocation (160,862)
Equals:

Estimated Remaining Asset Renewal Backlog (Y10) 15,997

5 Asset Renewal Backlog (Unfunded Renewal) refers to the total value of renewal works that need to be
undertaken to bring a Council's (or other entity's) asset stock up to an acceptable standard. The backlog value
presented above has been generated by Council’s asset management system. Further inspection of the physical
condition of Council’s assets may be required to further refine calculation.
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Asset Renewal

The table below sets out the annual proposed allocation (estimate only) for each asset class for
renewal and replacement of existing assets. The funding provided each year is the forecast cash
available after funding operating expenses, loan repayments and other liabilities and maintaining
a small working capital allocation ($800k annual average).

Year

Year1l | Year2 Year3 Year4 | Year5 | Year6 Year7 | Year8 @ Year9 10 Total
Asset Class 24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34 2025-
($'000) | (S'000) @ ($'000) ($'000) @ ($'000) @ ($'000) @ (S'000) & (S'000) | ($'000) ($'000) 2034
Transport 12,250 | 12,100 11,800 11,920 @ 12,120 12,320 11,700 @ 11,900 12,100 11,800 120,010
Building &
Other 839 483 271 183 762 1,036 1,517 1,842 1,830 1,950 10,714
Structures
CWMS 337 266 679 350 256 355 385 171 760 325 3,884
Water 37 0 121 24 80 63 49 131 40 46 591
Stormwater 79 70 33 87 167 190 210 27 69 69 1,000

Major Plant 2,064 1,219 1,103 1,562 1,492 1,049 1,408 2,773 1,581 3,652 17,904

Minor
Plant,
Equipment 406 61
& Other
Assets
Total
Funding

N

293 274 622 1,287 1,032 405 1,319 509 6,759

16,012 14,750 14,300 14,400 15,500 16,300 16,300 17,250 17,700 @ 18,350 160,861

The table above shows that 74.6% of the $160.9m funding is directed towards the Transport
(primarily Roads) asset class. This is in keeping with the table presented earlier highlighting that
Transport assets make up a substantial portion of the AMP required spend, thus requiring majority
funding for renewal. The table below presents the Asset Renewal Funding Ratio by Asset Class.

Asset Renewal Funding Ratio by Asset Class

Building & Other Structures 22%31%

cwvs - N 155
Other Plant and Equipment* m%%%
warer N 135

0% 20% 40% 60% 80% 100% 120% 140% 160% 180% 200%

M Current LTFP 2024-2033 H Revised LTFP 2025-2034
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Included within the amounts listed above and the following major renewal projects, most of which
are dependent on the receipt of grant funding.

Year 1 Year2 Year3 | Year4 Year5 VYear6 | Year7 Year8 VYear9 | Year10 @ Total
24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 | 32/33 33/34 2025-
($'000) | ($'000) ($'000) | ($'000) ($'000) @ ($'000) (S'000)  ($'000) ($'000) = ($'000) 2034

Major
Project

North Coast

Road - 3,250 3,250
Stage 3

Clinton 2,900 2,400 2,320 2,320 2,320 12,260
Road

Unclassified

Major 1,500 1,500 1,500 1,000 5,500
Renewal

Total 3,250 2,900 2,400 2,320 2,320 2,320 1,500 1,500 1,500 1,000 21,020

It should be noted that individual projects under each asset class will be determined annually as
part of Council's Annual Business Plan and Budget preparation and are subject to Council
approval. The allocations presented in the tables above is a guide only and may be varied during
Annual Business Plan and Budget preparation.

New or Upgraded Assets

With a focus on renewal and replacement of assets a minimal regular allocation of $450k p.a.
($4.5m over 10 years) in this LTFP. In addition to this regular allocation Council has identified
several major projects totalling a further $9.8m for inclusion in the LTFP which it has reasonable
prospects on achieving grant assistance for inclusion in the plan. The timing and value of these
projects is provided in the table below:

Year 1 Year2 Year3 Year4 Year5 | Year6 | Year7 | Year8 | Year9 @ Year 10 Total

Mai

Pr:.’:c't 24/25  25/26 26/27 27/28 28/29 29/30 @ 30/31 31/32 32/33  33/34 2025
) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) 2034

Robert

Street, 9,000 $9,000

Maitland

Edithburgh

Dive Stairs 788 $788

Totals 788 9,000 $0 $0 $0 $0 $0 $0 $0 $0  $9,788

It should be noted that individual projects will be determined annually as part of Council’s Annual
Business Plan and Budget preparation and are subject to Council approval.
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Attachment 1 — Statement of Comprehensive Income

Attachment 2 — Statement of Financial Position

Attachment 3 — Statement of Cashflows

Attachment 4 — Statement of Changes in Equity

Attachment 5 — Uniform Presentation of Finances
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Attachment 6 - Financial Terms Glossary

Accrual Accounting An accounting approach by which expenses, revenue, assets and liabilities are
recognised in the reporting period to which they relate even though cash may have exchanged hands in
different periods. It recognises expenses as they are incurred and revenue when it is earned.

Annual Budget A Council’s statement of its intended operating expenses, revenue and capital expenditure
that give effect to its annual business plan for the reporting period, its cash inflows and outflows associated
with intended operating, investing and financing activities, and its projected financial position at the end of
the reporting period.

Annual Business Plan (ABP) A Council’s statement of its intended programmes and outcomes for the year.

Annual Financial Statements The Statement of Comprehensive Income, Statement of Financial Position,
Statement of Cash Flows, Statement of Changes in Equity prepared in accordance with Australian Accounting
Standards together with notes and certification statements as prescribed in the SA Model Financial
Statements.

Assets Resources controlled by an entity the value of which can be reliably measured and from which future
economic benefits are expected to flow to the entity.

Asset Maintenance Costs Costs incurred in holding and operating an asset so that it is capable of delivering
service levels up to its design capacity over its useful life.

Asset Renewal/ Replacement Costs Costs associated with renewing or replacing as asset in order to
maintain existing service level capacity.

Capital Expenditure Expenditure on items which will provide benefits that extend into future financial
periods. It includes expenditure to acquired or enhance existing assets to provide expanded, or a higher level
of, services.

Classes of Assets/ Asset Categories A grouping of assets of a similar nature and use in an entity’s operations.

Community Wastewater Management Systems (CWMS) Systems designed to collect and treat septic tank
effluent or effluent from properties.

Depreciation The value of the assets of a Council consumed and systematically allocated as an expense to a
particular reporting period.

Financial Sustainability Occurs when expenditure, revenue raising, and service level decision are made such
that planned long-term service and infrastructure levels and standards can be achieved without unplanned
increases in rates or disruptive cuts to services.

Infrastructure A term used to describe physical assets such as roads, buildings stormwater drainage and
community wastewater management systems controlled by Council.
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Asset Management Plan (AMP) A plan that projects the timing and level of cash flows associated with cost-
effectively optimising acquisition of replacement and new additional assets and asset maintenance and
disposal in order to be able to achieve desired service levels from assets.

Key Financial Indicators Financial measures or ratios that are used in management plans, annual reports and
other internal and external reports to guide or assess the financial performance and position of Council.

Long Term Financial Plan (LTFP) A plan that projects a forecast of Council’s financial performance and
position over a period of at least ten (10) years.

Model Financial Statements A template format for the presentation of Annual Financial Statements for
Councils in SA and other bodies established pursuant to the Local Government Act.

37| Page



