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Our Vision

In 2027 we will be recognised as
a Shire that builds on and
promotes our natural assets and
advantages to create employment
and economic activity to attract
residents, families and tourists

Creating our Preferred Future

Berrigan Shire 2027 is the third Community
Strategic Plan developed by the Council in
partnership with our communities. It is a common
strategic planning lens or framework that can be
used by other agencies, our local community and
the Council to demonstrate the steps we are taking
to realise the aspirations of our community. It is
also the Shire Council’s statement about how it will
work with local communities and other levels of
government.

The Long Term Financial Plan includes the
financial forecasts for the Council for the next ten
years, and is updated annually and rolled forward by
one year as part of the development of the Council’s
Annual Operational Plan. The Long Term
Financial Plan is used by the Council to inform its
decision-making about the actions it will undertake
to contribute to the vision of Berrigan Shire 2027
and the development of the Council’s 4-

year Delivery Program.
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1. INTRODUCTION

This full review of the Council’s Long-term Financial Plan (LTFP) 2018 - 2028 has been
developed in accordance with the requirements of the NSW Local Government’s Integrated
Planning and Reporting Framework. Integrated Planning and Reporting describes how the
Council will work toward the realisation of our community’s Vision.

Integrated Planning and Reporting involves the development by the Council of a
Resourcing Strategy 2018 — 2028 a critical element of which is the Council’s Long Term
Financial Plan 2018 — 2028 together with the Council’s Asset Management Plans and
reviewed Workforce Development Strategy (2017 — 2021). These complementary and
integrated strategies and plans describe how Council resources and activities contribute
toward the planning, development, implementation and review of Berrigan Shire 2027.

Council’s base case LTFP is used by Council to assess its capacity to deliver the Council
activities and services described in its Community Strategic Plan Berrigan Shire 2027, 4-
year Delivery Program 2017 — 2021 and our annual Operating Plans. It:

Improves Council transparency and accountability;

Is an opportunity to identify early financial issues and likely longer term impacts;
Reinforces how the Council’s various plans come together;

Measures Council’s progress and the success of its financial planning; and
Verifies Council’s longer term financial sustainability.
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Covering a 10-year period the LTFP base case scenario is updated annually and substantially
reviewed and alternate scenarios modelled once every four years as part of the review of
our Community Strategic Plan.

The LTFP is not a series of complex financial statements and spreadsheets. It has been
developed recognising that residents, local business and other stakeholders do not
necessarily need the complex financial information used by Council Officers. As the
Council’s principal financial planning document it includes:

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

1 The assumptions used in planning Council services and the factors that influence
demand.

1 How we will monitor and report upon our financial performance.

1 A sensitivity analysis and financial models that test ‘what if’ financial scenarios.

Berrigan Shire Council Long Term Financial Management Plan



2. PLAN DEVELOPMENT

The LTFP describes the financial basis of
Council’s short term, medium term and
long term activities and is used to guide
Council decision making on the
sustainability of Council operations,
planned actions, future project proposals
and strategies.

Berrigan Shire 2027 is the Shire’s long
term plan; the 2017 — 2021 Delivery
Program is a medium term plan;
whereas Council’s Annual Operational
Plans describing Council operations,
project proposals and strategies is a short
term plan.

The LTFP is the tool used by Council to
model or ‘test’ the long term, medium
term and or short term financial impact of
Council activities, change in service levels
and Council programs. It discusses the
financial implications of core Council
activities and consolidates these as
projected income and expenditure,
balance sheet and cash flow statements.

Financial Strategy 2016

The sustainability of the Council’s 10-year
financial position and hence the validity of
this LTFP is based on there being no
change to existing policy. As part of the
Long Term Financial Plan’s
development a number of different
varying scenarios are also modelled. A
sensitivity analysis informs each scenario
modelled. This analysis describes
implications of each scenario and the likely
impact on the Council’s capacity to deliver
the services described in its Delivery
Program 2017 — 2021 should there be
significant or material ‘change’ in
projected income or expenditure.

The Council’s Financial Strategy 2016
appended to the LTFP and summarised in
the next section is used to inform the
development of the LTFP and in doing so
ensure that the Council’s decision making
is informed and does not compromise the
financial sustainability of Council’s
operations and its contribution to the
realisation of Berrigan Shire 2027
Strategic Outcomes.

The Council’s Financial Strategy 2016 adopted by Council at its Ordinary Council Meeting
on 19 October 2016 identifies three key objectives:

1. Financial sustainability

2. Cost effective maintenance of infrastructure service levels

3. Financial capacity and freedom

To achieve these objectives Council will:

11

Prepare and review annually a Long Term Financial Plan with the aim of achieving the
financial objectives identified in this strategy.

Prepare Capital Expenditure Reviews, including an assessment of lifecycle costs, for all

1.2 | new and/or upgraded infrastructure assets — with the exception of upgrades of roads,

water mains and sewer mains.




1.3

Resist the pressure to fund services that are the responsibility of other levels of
government.
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Retain control of urban water supply and sewer services.

15

Recognise that funding for renewal and upgrading of sport, recreation and cultural
infrastructure requires a combination of Council funding, community support and
preferably some contribution from other levels of government.

1.6

Seek methods of achieving a return (or at least minimise ratepayer subsidy) on
business activities such as the Finley Saleyards, Tocumwal Caravan Park and
Tocumwal Aerodrome. Subsidies to programs such as the private operation of the
Tocumwal Visitor Information Centre should also be reviewed regularly.

1.7

Encourage and support the existing model of community provision and operation of
sport, recreation and cultural infrastructure.

1.8

Actively lobby the State and Federal Governments to retain existing grant funding
levels for road maintenance and upgrades.

2.1

Prepare and review its Asset Management Strategy and its Asset Management Plans
for the Council’s major infrastructure assets annually as part of annual budget
preparation.

2.2

Prioritise the renewal of existing assets over the development and delivery of new
services.

2.3

Regularly review the suitability and/or usage of community services and facilities and
consider alternate delivery methods.
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Implement a Borrowing Policy that allows the Council to borrow only for the
development of infrastructure where

o There is an urgent need for the asset in the short term, or

o It is most cost-effective to construct the asset in the short term (as
opposed to waiting until sufficient on-hand funds are available), and

o The Council has access to a funding stream to meet its debt obligations
without compromising its other activities.

3.1

Formalise the Council’s existing preference to put money aside for future capital works,
rather than borrow.

3.2

Maintain the existing Investment Policy settings prioritising preservation of capital over
investment return.

3.3

Retire existing debt in line with existing loan repayment schedules. Once paid,
quarantine the repayment stream freed up to fund future capital renewal projects or
specifically identified programs.




3.4 )
Revenue Policy.

Continue to actively recover outstanding rates debt as identified in the Council’s

3.5

Set utility charges for water supply, sewer and waste management services at a level
that delivers a return on those assets sufficient to ensure long term sustainability.

3.6

Consider seeking a Special Rates Variation where there is a clearly identified demand
for new or significantly improved service levels.

3. ASSUMPTIONS

A successful Community Strategic Plan reflects community aspirations (vision) and the steps
that residents, business, and government will take to achieve their vision.

The LTFP is informed by the Council’s Financial Strategy 2016 analysis of the political,
social, economic and environmental assumptions that informed Berrigan Shire 2027

Community Strategic Plan. Namely:

1) Policy context: - That all levels of government are involved in the development of
strategic plans that look at the next 10 years and beyond and that these plans consider:

1 Population change, growth and decline.

1 The changing social, economic and environmental expectations and needs of the
people who live and work in our communities.
2) Challenges and Opportunities: which include

a) Ageing Population

b) Cost of maintaining, developing and operating Council and community owned

facilities and services

¢) Economic forecasts and likely impact on Council operations and service delivery

3) Change imposed by regulatory change by other levels of government which impact
service delivery, such as the introduction and deferral of the Emergency Services Levy.

Service Delivery

The review of Berrigan Shire 2023 and
the subsequent development of Berrigan
Shire 2027 did not identify any issues
that would change significantly the range
and type of services delivered by Council.

Further a Service Review conducted by
Council — February 2015 as part of its
Corporate Workshop similarly found no

significant or emerging issues likely to
change the range and type of services
delivered by Council. Finding that the
with the exception of its Economic
Development activities and discretionary
community development activities that
statutory reporting requirements and
regulations determine to a great extent
the service model developed by the
Council to meet the needs of our local
communities.




Rate pegging

The LTFP base scenario assumes that
there will be no significant increase in the
total amount of Ordinary rates raised and
that future Ordinary rate increases will be
the maximum permissible amount allowed
by the Independent Pricing and
Regulatory Tribunal (IPART). In 2018/19
IPART determined a 2.3% increase in the
Local Government Cost Index and
deducted a 0.0% productivity factor. For
all LTFP scenarios the figure has been set
at 2.3% for 2018/19 and conservatively at
2.0% ongoing.

The base scenario included in this LTFP
includes expenditure on major projects
identified in the Council’s Delivery
Program 2017 — 2021. It also includes
changes in its organisational structure and
reviewed Workforce Development
Plan.

Major planned expenditure

In accordance with the Council’s
Financial Strategy 2016 — Borrowing
Policy, major works identified in Asset
Plans are not scheduled and included as a
forward commitment unless:

1 There is an urgent need for the asset
in the short term, or

1 It is most cost-effective to construct
the asset in the short term (as
opposed to waiting until sufficient on-
hand funds are available), and

1 The Council has access to a funding
stream to meet its debt obligations
without compromising its other
activities.

The base scenario included in this LTFP
does not include operating costs for the
projects funded under the Stronger
Country Communities Grant program.



4. REVENUE FORECASTS

The major sources of revenue for Council are:

Rates and Annual Charges

User Charges and Fees

Interest and Investment Revenues

Other Revenues

Grants and contributions provided for Operating Purposes
Grants and contributions provided for Capital Purposes
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Figure 1 shows the breakdown on Council’s 2016/17 revenues and gives an indication of
Council’s reliance on the various revenue streams. Whereas Table 1 summarises the
percentage change in income projected across revenue streams.

Council does not envision that there will be significant change in the source or percentage of
Council’s revenue across revenue streams.

Population profiling and environmental scans, undertaken as part of the development of
Berrigan Shire 2027, further supports the view that there will be and should be no
significant change in this regard.

Figure 1: Council Revenue 2016/17
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Table 1:Berrigan Shire Council Projected % @ba in Global Incom@018—2028(Base Scenario)

Operating
Income

2018/19  2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

Rates-
Ordinary 2.30% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Annual
Charges 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

User Charges
Specific 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Fees & Charges

- Statutory & 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Regulatory

Fees & Charges

- Other 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Interest &
Investment
Revenues o/s
Rates &
Annual

Charges

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Interest &
Investment
Revenues
Investments

2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Other
Revenues 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Operating
Grants-
General
Purpose 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%

(Untied)

Operating
Grants-

Specific 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Purpose

Operating
Contributions-
General

Purpose 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%

(Untied)




4.1 Rates and Annual Charges

Council reviews its Rates and Annual Charges Policy each year cognisant of legislative
requirements, projected and upcoming change in the number of rating assessments,
planned developments and the adequacy of its current schedule of annual charges. The
LTFP base scenario assumes the Council will take up the entire amount of the 2017/18 rate
peg permissible increase as set by IPART.

A copy of Council’s Rates and Annual Charges Policy is included as an Appendix to the
Council’s Annual Operating Plan.

4.2 User Charges and Fees

Council also reviews annually its schedule of User Charges and Fees and includes this as an
Appendix to the Shire’s Annual Operating Plan. The Schedule describes:

1 The activity or function 1 Community Service Obligation

1 The title of the fee/charge 1 Council’s Pricing Policy (% cost recovery);
1 Absorbed cost of the service M The fee or cost to be levied/ GST treatment
1 Public/ Private good

The LTFP’s base scenario also assumes (Table 1) that User Charges and Fees will increase
by 2.5% (2018/19), then continue to increase by approximately 2.5% per annum in 2019 -
2028.

Moreover, in accordance with the Shire’s
Investment Policy and as part of the

4.3 Interest and Investments Shire Council’s quarterly review of the

and Other Revenues Shire’s investment returns material
changes are reflected in subsequent

Council's Financial Strategy 2016 reviews and iterations of the LTFP.

(Appended) notes that in accordance with
the Shire Council’s existing Investment
Policy settings [Council] will prioritise
preservation of capital over investment
return. This is reflected in the
conservative projection of a 2.5% interest
and investment revenue return for the
2018 — 2028 period. However, cash
holdings will increase, increasing 1 Tocumwal Caravan Park
investment returns. 1 Tocumwal Aerodrome

1 Hire of Council Plant; and

4.4 Other Revenues

Council’s Other Revenues are derived from
assets used or leased for commercial
purposes which include:



1 Lease arrangements related to
Council property

Table 1 notes that the projected change in
Other Revenue used for the base scenario
is an average 2.5% per annum increase
for the period 2018 — 2028.

4.5 Grants - Operating & Capital

Operating and Capital Grants make up a
significant proportion of the Council’s
income. The nature, amount and timing of
these grants are not generally in the
control of the Council and as such
assumptions need to be made about
future years. In general, the base case
assumes that unless specific information is
at hand, recurring grant programs will
continue in a similar manner as in the
recent past.

The LTFP base case assumes that
Financial Assistance Grants and Rural
Local Road grants will increase by 1.5%
per year post the 2013/14 - 2016/17
indexation freeze imposed by the Federal
Government — which expired in 2017-18.

This is consistent with the previous long
term pattern of growth in Financial
Assistance Grants until the recent
indexation freeze This is a conservative
position to take.

The Roads to Recovery program was
extended for a five-year period until
2020/21, and this has been included in
this plan. This plan assumes it will
continue until 2028.

A similar assumption has been made
regarding grant funding from Roads and
Maritime Services for the Block Grant and
the REPAIR program. The Council has
taken a conservative position regarding
funding likely to be due under the Natural/

Disaster Relief and Recovery Assistance
program.

Capital grants have been included where
specifically known and agreements have
been reached. Where appropriate a
matching contribution from the Council
has been included. The base case
scenario does not include any funding for
future infrastructure upgrades over and
above the grants specifically identified
above.

4.6 Net gain from disposal of
assets

The LTFP assumes that the Council will
not dispose of any significant assets over
the life of the plan. The Council will
routinely continue to trade plant and
equipment and the LTFP assumes that this
will be generally be on a cost recovery
basis and no significant gain will be made.



5. EXPENDITURE FORECASTS

The LTFP in addition to considering the implications of forecast revenues also reviews
planned expenditures based on the contribution of Council operations to Berrigan Shire
2027 strategic objectives and Council’s Resourcing Strategy requirements. As previously
mentioned, Berrigan Shire 2027 and Council’s response to the challenges faced by its
community rely not on the development of new services and or a substantive increase in
service levels but on ensuring that Council assets and resources continue to be focused on:

1 Financial Sustainability

1 Investment in the maintenance and further development of the Shire’s critical
physical infrastructure: levees, roads, stormwater, water supply, sewer and waste
management facilities — Life cycle cost Asset Management and Planning

1 Planning for an Ageing population; and

1 Engaging our communities in the implementation of Berrigan Shire 2027.

Table 2 describes the % change in expenditure by type used in the development of the LTFP
base scenario the basis of this LTFP.

Table 2:Berrigan Shire Council Projected % Change in Global Exp@@d8s- 2028 (Base Scenario)

Operating Expenditure 2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

Employee Costs

. 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%
Salaries

Employee Costs

. 2.50% 2.50% 2.50% 2.50% 2.50% 2.75% 3.00% 3.50% 4.00% 4.00%
Superannuation

Employee Costs

2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%
Workers Comp

Employee CostsOther 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Materials & Contracts
Raw Materials &

1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%
Consumables

Materials & Contracts
Contracts 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Materials & Contracts
Legal Expenses 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Materials & Contracts
Other 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50% 1.50%

Depreciation- IPP&E 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00% 1.00%

Other Expenses
Insurance

2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Other Expenses

Utilities 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%

Other ExpensesOther 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00% 2.00%




5.1 On-going Commitments

Much of Council’s expenditure is regular and ongoing. Council’s Resourcing Strategy —
Asset Management Plans and Workforce Development Plan provide detailed
information about the extent of the services and resources controlled and needed to
maintain service levels and Council’s ongoing commitments.

Scheduled review of the Shire’s Asset Management Plan’s and the effectiveness of its
Workforce Management Plan during the life of Council’s 4-year Delivery Program embeds
ongoing monitoring and review of Council’s ongoing commitments ensuring that any
changes can be anticipated and expenditure forecasts varied at subsequent reviews of the
LTFP.

5.1.1 Employee Costs

The Shire Council's Workforce Management Plan & Development Plan 2017 — 2021
an element of Council’s Resourcing Strategy 2017 - 2027 assumes no material change in
the base skills, knowledge and competency profile of the Shire’s workforce and was
developed from a

f Comprehensive analysis of the Shire’s Community Strategic Plan Berrigan Shire
2027;

1 Summary profile of the Shire’s workforce; and

1 A survey of Council staff

Therefore, in developing LTFP provision has been made for an increase in staffing costs
related to the employment of additional design and project management personnel. This has
been factored into the (Table 2) base scenario and global index of 2.5 % applied for
employee costs as per the Award.



5.1.2 Borrowing Costs

The Council currently has just the one significant outstanding loan (external) summarised in
the table below:

PURPOSE AMOUNT TERM RATE ANNUAL LENDER
REPAYMENTS
. Dec
LIRS Drainage $1,630,000 10y 4.260% $200,488 2024 NAB

The interest cost of the LIRS drainage loan is partially offset by a 3% interest rate subsidy
from the NSW government under the Local Infrastructure Renewal Scheme (LIRS) program.

Based on the Council's external loan program, the Council’s projected external debt
outstanding debt is:

30 JUNE 2018 30 JUNE 2019 30 JUNE 2020 30 JUNE 2021
General $1,149,225 $994,557 $833,314 $665,089.44
Water $0 $0 $0 $0
Sewer $0 $0 $0 $0
TOTAL $1,149,225 $994,557 $833,314 $665,089.44

Total repayments of principal and interest for external loans are as follows:

2018/2019 2019/ 2020 2020/ 2021 2021/ 2022

General $200,488 $200,488 $200,488 $200,488
Water $0 $0 $0 $0

Sewer $0 $0 $0 $0

Sub Total $200,488 $200,488 $200,488 $200,488
TOTAL $200,488 $200,488 $200,488 $200,488
Cess LIRS subsidy ($32,268) ($27,637) ($22,721) ($17,573)
NETT COST $168,220 $172,851 $177,767 $182,915




This table does not include $ 1.5 million internal loan from the Council’s Sewer Fund to the
Council’'s Water Fund. An internal loan included in the updated based case scenario 2018 —
2028.
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Outstanding Loans and Redemptisn
The Council’s Financial Strategy states that Council will:

Implement a Borrowing Policy that allows the Council to borrow only for the development
of infrastructure where

a) There is an urgent need for the asset in the short term, or

b) It is most cost-effective to construct the asset in the short term (as opposed to
waiting until sufficient on-hand funds are available), and

¢) The Council has access to a funding stream to meet its debt obligations without
compromising its other activities

As such, no addition borrowings have been proposed over the life of this LTFP. Assuming
there is no additional borrowing, the Council will be entirely free of long term debt by
2025/26.

If the Council chooses to borrow to fund the delivery of the Tocumwal Foreshore
Redevelopment, this position will need to be reconsidered.

5.1.3 Materials and Contracts systems, the delivery of which has been

deferred.
The Council has not identified significant

changes in this area over the term of the 5.1.4 Depreciation
LTFP. There is an identified program to
upgrade the Council’s information
technology and financial management

This LTFP has included depreciation
determined from the Council’s existing
asset management system and its Asset



Management Plans. Where new assets
have been proposed, depreciation for
those amounts has been included in this
report. Depreciation is determined in line
with the Council’s asset accounting policy
as identified in Note 1 to its Annual
Financial Statements.

5.1.5 Other Expenses

The LFTP base case proposes that the
expenses in this category will increase in
general terms by 2.0% per year from 2018
- 2028.

While not included in the LTFP base case,
the Council has considered the possibility
of additional support for the volunteer
committees managing some of the
Council’s recreation and cultural
infrastructure such as public halls and
recreation reserves. Items such as
contributions to Central Murray County
Council, NSW Fire & Rescue and NSW
Rural Fire Service have been included at
historic levels and inflated in the absence
of more specific advice.

Income statement: The operating
surplus before capital grants and
contributions is forecast to increase to
around $0.5m until 2018/19 and
moderately increase over the 10-year
period to reach $1.8m in 2027/28.

Balance Sheet and Cash Flow
Statement: Council’s cash and
investments are forecast to generally
increase over the ten-year life of this plan
— from $21.0m in June 2018 — to $32m in
June 2028. This increase is forecast with
the Council’s capital works program
remaining within the bounds of $5.2m to
$16.9m per annum (this includes grant
funded works that are in addition to the
existing program). This should allow the

Council to meet its asset management and
funding obligations.

The Council’s cash holdings in 2027/28 is
mainly restricted for use in the Water and
Sewer funds, Council’s unrestricted cash
will decrease over this period to around

$ 2.0m.

6. ASSET MANAGEMENT

Council's Asset Management Strategy
specifies what is required to maintain and
develop Council’s asset management
capability and meet its objectives. While,
its asset management plans identify
service levels and the condition of assets
and the likely cost of asset maintenance
and development.

The costs resulting from Council’s Asset
Management Plan are included in the LTFP
as capital costs for new assets, renewals,
rehabilitation and non-capital expenditure
for costs related to maintenance, Council
operating costs and depreciation.

Asset related expenditure identified in the
Asset Management Plan is being
incorporated into the LTFP. Moreover,
subsequent reviews of the LTFP will factor
in greater detail on planned and forecast
expenditure as the Council strengthens its
Asset Management capacity through
exploration of:

1 More efficient use and operation of
assets.

1 Demand management.

9 Asset rationalisation and review of
asset growth requests.

1 Low cost strategies over high cost
strategies.

1 Re-evaluation of service levels and
standards.



The Council already incorporates into its
Asset Management and Planning:

1 Forward provision for renewal by
reducing its reliance on debt

1 Creating and funding its renewal
reserves

9 Conducting capital reviews for new and
existing projects

1. PERFORMANCE MEASURES

The Council’s Financial Strategy 2016
incorporates the Office of Local
Government’s Code of Financial Practice
benchmarks as well as the benchmarks set
for financial sustainability in the Fit for the
Future Program. The Council’s Financial
Strategy 2016 describes the key
performance indicators (KPIs) used to
measure the Council’s financial
performance and the financial
sustainability and efficiency of its
Delivery Program and ongoing
operations. These include:

1 Operating Performance ratio;

1 Unrestricted Current ratio

1 Rates, Annual Charges, Interest and
Extra Charges Outstanding Percentage

1 Building Infrastructure and Other

Structures Renewals ratio;

Infrastructure Backlog ratio

Capital Expenditure ratio;

Debt Service ratio; and

Cash Expense Cover ratio.

= =4 =4 =4

Council reviews its progress against these
Key Performance Indicators on an annual
basis.

8. MODELLING

Base Case Scenario:

The base case scenario (Appendices 1 —4)
is that previously described in section 5
and is in part repeated as part of the
modelling undertaken by Council Officers.
The base case scenario reflects the
expected financial outcomes from the
Council’s service delivery and policy
settings set out in its 4-year Delivery
Program 2017 — 2021 and is for the
LTFP projected until 2028. As part of the
review of this LTFP the base case scenario
continues to reflect the expected financial
outcomes described by the current
Council’s 4-year Delivery Program 2017
-2021.

As with any financial projection, the
financial predictions become less certain as
the projection is pushed further into the
future.

Income statement: The operating
surplus before capital grants and
contributions is forecast to increase
gradually to around $1.8m by 2027/28.

No new income streams are anticipated
and growth in rateable properties is not
expected to be significant.



Operating Surplus before capital grants and
contributions
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Balance Sheet and Cash Flow Statement: Council’s cash and investments are forecast to
generally increase over the ten-year life of the base case scenario — from $22.2m in June
2017 — to $32.1m in June 2028
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Scenario 1 — Operation of the
Tocumwal Foreshore development:

As this is an administrative review of the
LTFP — there is no requirement to review
and or develop new scenario’s. Scenario 1
(Appendices 4 - 6) therefore remains
unchanged and models the impact of the
Council delivering, funding and operating
the proposed new facilities included in
Tocumwal Foreshore development
masterplan: facilities that include a splash
park, town square and extended riverside
dining area.

The scenario includes the cost of financing
the development (including an internal
loan of $500,000 over 10 years) and the
additional operating, maintenance and
depreciation costs associated with the
project.

An analysis of the modelled scenario
indicates that the development will have
an impact on the Council’s financial
performance and position; however, the
Council can comfortably manage to
maintain an operating surplus and meet
its financial benchmarks

Income statement: Under Scenario 1,
the operating surplus before capital grants




and contributions in the Council’s general
fund is expected to remain in surplus each
year, however, the surplus expected to be
approximately $30,000 to $60,000 less
year on year when compared to the base
case.

The Operating Performance Ratio in the
General Fund under Scenario 1, while less
than the base case, remains comfortably
above the Council’s benchmark of 2%

Balance Sheet and Cash Flow
Statement: Under Scenario 1, the

Council’s total borrowings in its General
Fund will increase by $500,000 in 2017/18
with the Fund not returning to a debt-free
status until 2026/27.

Debt redemption (principal and interest) is
expected to be approximately $58,333 per
annum. The Debt Service Cover ratio will
decline somewhat on a year to year basis
but will still remain well above the
Council’s adopted benchmark.

6%

Operating Performance Ratio
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Debt Service Cover Ratio
Scenario 1 against Base Case

120
100
80 /
60 /
40 /
20 —_— /
O 13017/18]2018/19]2019/20] 2020/21| 2021/22 | 2022/23] 2023/24 | 2024/25 | 2025/26] 2026/27
——Scenario 1| 22.88 | 2036 | 21.4 | 21.53 | 21.57 | 2162 | 2157 | 3541 | 96.27 | 96.53
Base Case | 26.37 | 26.21 | 27.56 | 27.27 | 27.81 | 27.88 | 27.82 | 56.02

Scenario 2 — Continuation of the
Financial Assistance Grant pause:

Similar to Scenario 1 — this review of the
LTFP does not include an updated review
or the development of a new scenario.
Scenario 2 (Appendices 9 - 12) therefore,
remains unchanged modelling the impact
of the Federal Government electing to
continue their three year “pause” on
indexation of the Financial Assistance
Grant (FAG) for a further four years.

FAG is an untied payment made to
Councils annually to assist them to deliver
services essential to their community. In
the case of Berrigan Shire, FAG totals over
$4m or nearly 20% of its overall budget.

Until 2014/15, the Federal Government
would increase the pool of funds to be
distributed to Councils as FAG based on a
cost index — i.e. indexation — thus allowing
Councils to keep up with inflation. In that

year, the Federal Government temporarily
“paused” this indexation.

This pause has expired 2017/18. However,
the Federal Government having set the
precedent may similarly choose to index
or not index the FAG. This uncertainty
around FAG creates a real risk for the
Council. The modelling for Scenario 2 is
therefore, an attempt to determine the
impact of the continuation of a FAG
indexation “pause” on the delivery of
Council services.

The model for Scenario 2 includes two
steps

1. Pausing the indexing of FAG for the
period 2017/18 to 2020/21 —i.e. no
increase in FAG is assumed

2. Reducing Council expenditure on
services to cover all but $30,000 of the
shortfall
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Income statement: Given the model for
Scenario 2, the operating surplus before
capital grants and contributions in the
Council’s general fund will be
approximately $30,000 to $40,000 less
year on year when compared to the base
case.

However, income from FAG will have
declined year or year, starting at $50,800
in 2018/19 and increasing to $157,105 in
2026/27. Over the life of this plan,
revenue will have declined by $1.2m

Absorbing this loss of revenue is not a
sustainable long term position for the
Council and costs must be cut to match
expenditure. This model cuts expenditure
by approximately $100,000 to $120,000
year-on-year from 2020/21 onwards.

Cutting expenditure means the Council will
have to reduce services. Much of the
Council’s services are compulsory in

nature — i.e.: building regulation and road
maintenance services that cannot be cut
beyond a certain point.

To put this level of expenditure cut in
context, it may be useful to consider the
Berrigan Shire Library Service.

The library service has 73 hours of
operation per week across its four
branches. Cutting expenditure to this
service by $120,000 would require
reducing this service’s operating hours to
around 50 hours of operation of week —
i.e. each branch would be open for one
less day per week. In the case of the
Berrigan branch, this could mean the
Berrigan library only open for Tuesday and
for Saturday morning.

Balance Sheet and Cash Flow
Statement: Under Scenario 2, there
would be little change in the Council’s
cash flow or balance sheet as it would




have reduced services to match its $1m over the life of this plan, meaning
income. Council’s unrestricted cash holdings would

be essentially static over that period.
However, had it failed to do so, its cash

position would have declined by around
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