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INTEGRATED PLANNING AND REPORTING FRAMEWORK

This Long-Term Financial Plan (LTFP) makes up one of three parts of Council’s
Resourcing Strategy as required under the NSW Local Government Integrated
Planning and Reporting framework:

State Plans and Strategies

Relevant Regional Plans JO Statement of Strategic
and Priorities Regional Priorities

Ongoing monitoring and review

Community Strategic Plan
Other Council Strategies S EL e T D
and Plans [_ Long-Term Financial Plan ]
Exarmples include:
Disability Inelusion Access Plan [ ‘Warkforee Management Strategy ]
Local Strategic Planning Statement
Environmental Strategies LA::II R T e um_]

Oagoing monitering and review

Figure 1: Integrated Planning & Reporting Framework
The Integrated Planning Framework encourages and supports the implementation
and review of plans relating to the Financial, Asset and Workforce contributions to
Tenterfield Shire Council. Through sound financial planning, strategic asset
management and the development of a strong and diverse workforce, the Council
can continue to address and improve its long-term sustainability and deliver the
outcomes desired by the community.

The Resourcing Strategy informs, influences, and ultimately reflects Council’s
Community Strategic Plan which outlines the needs and aspirations of the people
of Tenterfield Shire both now and into the future. Accordingly, all of the plans
contained within the Resourcing Strategy provide key input in shaping both the
Delivery Program (4 years) and Operational Plans (annual) of Council.
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INTRODUCTION
This Long-Term Financial Plan has been prepared to:
e Confirm and communicate Council’s financial objectives and forecasts for

the planning period to the community and all of Council’s stakeholders; and
e Guide the preparation of Council’s Annual Budget and Delivery Program
within the context of long-term financial sustainability.

The Plan provides a framework for sustainable financial management balancing
our environmental, social, economic and governance objectives whilst delivering
services and facilities to the people of the Tenterfield Shire Council area.

The Plan provides direction for future service planning and is a critical tool in
identifying, leveraging and managing Council’s key strengths, risks and
opportunities with regard to Council’s ongoing capacity and long-term financial
stability. It also provides a prudent and sustainable financial framework for the
longer term from which Council will develop its Operating and Delivery Programs.

The Plan is not a static document and will be reviewed annually as part of Council’s
strategic planning and budget process to ensure it remains reflective of the
prevailing internal and external environment.

AIM OF THIS PLAN
e Establish a long-term financial direction encompassing appropriate

performance measures against which Council’s strategies, policies, plans
and financial performance can be measured.

e Establish a robust and prudent financial framework, to which strategies can
be integrated to achieve planned outcomes.

e Assist in eliminating strategic financial risks and identify Council’s financial
strengths and opportunities to be leveraged.

e Ensure that Council complies with sound financial management principles,
as required by legislation, and adopted plans for the long-term financial
sustainability of Council.

BACKGROUND
Like the majority of Councils in NSW, Tenterfield Shire Council faces a major

challenge in funding its ongoing services whilst simultaneously maintaining and
replacing its community assets in a manner in which to ensure their capacity into
the future, whilst at the same time ensuring that rates remain at an equitable and
affordable level throughout the community.

The growth in the cost of labour and materials, increasing demand for services and
the shifting of costs from other levels of government, all combine with a legislative
cap on revenue generated from rates, (rate pegging), to create a challenging
financial environment to work within.

At the core of Tenterfield Shire Council’s future financial sustainability will be the
ability to adapt and respond to the challenges we face in delivering services more
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efficiently, provide increasing operational productivity and developing opportunities

to generate additional revenue sources, including Special Rate Variations where
there is no reasonable alternative options.

Long Term Financial Planning (LTFP) is vital for informing Council, our community
and other stakeholders about the long-term financial position and sustainability of
our organisation. The aim of our Plan is not only to ensure the financial
sustainability of Council over the longer term, but also to provide for theappropriate
maintenance and replacement of Council’s assets into the future.

The Long-Term Financial Plan will provide but not be limited to the following key

benefits:

e It provides an indication of the future financial position and performance of
Council;

e A projection of the holistic long-term costs of decisions to fully inform debate
and ultimately strategic decision making;

e A tool to assist Council to determine the financial sustainability of both current
and projected future service levels;

e A method to determine the risks in adopting future strategic directions;

e The capability for Council and the community to test the outcomes of
scenarios resulting from different policy settings and service levels;

e A mechanism to test the robustness and sensitivity of key assumptions
underpinning a range of strategic planning alternatives; and

e A vital contribution to the development of Council’s Asset Management
Strategy and all of Council’s plans.

CURRENT FINANCIAL POSITION
The audited Financial Statements at the 30" June 2021 showed cash and

investments of $13.383 million, being made up of Externally Restricted cash
reserves (such as Water, Sewer, Domestic Waste, Developer Contributions and
unexpended grants) totalling $14.6 million, and Unrestricted cash reserves of
negative $1.2 million. The cause of this negative unrestricted cash position was
due to timing issues between grant and disaster recovery works being paid for by
Council and being reimbursed by the State Government. However, it does show
Council’s lack of reserves is having a serious impact of Councils ability to operate
sustainably.

Whilst Councils audited financial statements note that Council’s current financial
position is sound, Councils general fund is under immense pressure and without
serious attention in the immediate future through reduced services levels or
increased revenue (most likely from an SRV), Council will not remain in a sound
financial position. Councils Water and Sewer funds are in better shape however
the Water fund also requires attention for long-term sustainability. The operating
result forecasts can be seen in detail financial tables.
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The key performance measures upon which Council is measured are as follows from
the 2020/21 audited financial statements:

Ratio Measure Target

Operating Performance Ratio 1.12 >0

Unrestricted Current Ratio 2.25 >1.5:1 is considered healthy
Debt Service Cover Ratio 6.98 >2.0 is considered healthy
Own Source Operating | 31.97% >60% is considereddesirable
Revenue Ratio

Rates & Annual Charges |4.41% <10% is considered
Outstanding Ratio acceptable

Cash Expense Cover Ratio 7.88 months >3.0 is consideredhealthy

Having shown the above when you break these rations down to the individual funds

you start to see a truer picture of Councils financial position by fund.

Ratio Target | General Water Sewer
Operating Performance Ratio >0 (4.24)% (9.17)% | 37.91%
Unrestricted Current Ratio >1.5:1 | 2.25x 4.5x 42.33x
Debt Service Cover Ratio >2.0 6.67x 5.12x 11.77x
Own Source Operating Revenue | >60% 24.64% 57.24% 98.41%
Ratio

Rates &  Annual Charges | <10% 6.37% N/a N/a
Outstanding Ratio

Cash Expense Cover Ratio >3.0 Unable to determine by Fund

MAJOR REVENUE SOURCE

Rating

Income from rates and annual charges forms a considerable part of Council’s total
overall revenue, equating to around 35% of Councils total income for the 2021/22
financial year. Rating income is generated from four rating categories, being
residential, business, farmland, and mining.

Tenterfield Shire Council’s rate base consists of approximately 5,000 rateable
properties which in 2022/23 are estimated to supply general rates of approximately
$4.85 million across the four categories. This income constitutes asignificant
funding source for the delivery of services to the Tenterfield Shire community.

REVENUE STRATEGY
The following items are to be pursued as a strategic means of growing our revenue

base ultimately increasing income and reducing the reliance on any one revenue
source:
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The complete review of all Business Plans and strategies for Council’s
commercial business undertakings;

Identify opportunities to rationalise Council’s asset base;

Review service levels and service delivery methods;

Identify and seek additional grant funding;

Review Council’s Investment Policy;

A further investigation of expanded opportunities for resource sharing or
joint tendering with neighbouring and other regional Councils; and

Review all developer charges to ensure that income is maximised as much
as possible including a user pays philosophy.

FINANCIAL PLANNING OBJECTIVES
The key objective of the Long-Term Financial Plan remains the achievement of

financial sustainability across the short, medium, and longer term whilst still
achieving Council’s broader vision and community goals.

The Financial Plan is based on the following key strategies:
Sustainability

Provide spending on infrastructure renewal to ensure that Council’s physical
assets are maintained to standards that provide functionality and
serviceability.

Provide a pricing strategy for services based on Council’s preferred options
for service delivery and subsidisation vs user pays principles.

New or expansionary community assets to be funded via property
development and s64 and s711 developer contributions.

Liquidity

Ensure Council has sufficient available cash to meet its debts as and when
they fall due.

Avoid budgets where the liquidity ratios fall below target.

Utilise loan funds for renewal and replacement capital purposes and to
achieve inter-generational equity in the absence of pre-established reserves
to fund this expenditure.

Utilise a range of reserves to smooth cash flow, particularly in relation to
large asset classes and unpredictable outlays such as Employee Leave
Entitlement and Plant Replacement functions.
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Tenterfield Shire Council - Long Term Financial Plan

FINANCIAL PLAN SCENARIOS
In developing this long-term financial plan three scenarios have been modelled. The

first scenario is Council’s adopted position, the Current Model, and illustratesCouncil’s
projected financial performance and position over the next 10 years andthe
intergenerational equity and long-term holistic sustainability that it provides.
Unfortunately, this scenario demonstrates that under the current model and based
on current services levels, Council will experience significant operating deficits
which will need to be addressed to ensure long term financial sustainability.

The second and third scenarios include a special rate variation that, if approved,
would allow Council to work towards long term financial sustainability.

Note that in all scenarios the Water and Sewer Fund long-term financial
plans remain the same, as a special rates variation would impact the
General Fund only. As such, the plans for Water and Sewer have only been
presented in the below pages once as part of the Current LTFP Model (Base
- No SRV).

It should also be noted that some parts of the draft financial plans are still
under review, and as such have been highlighted yellow as those
calculations may yet change for the final version of this document.

Scenario Two demonstrates the impacts of an SRV implemented over two years.
Scenario Three demonstrates the impacts of an SRV implemented over three years.
Allowing for 5% inflation and rate peg in year three, the two scenarios are both
designed to address the forecast $5m operating deficits but over different
timeframes that will allow the impact on the community to be assessed and
managed.

1. Scenario 1: Current Model
The aim of this financial plan scenario is to present Councils current financial

position and demonstrate Councils long term financial sustainability based on
current service levels. This scenario has been developed to deliver on the
community’s vision as detailed in the new Community Strategic Plan and is
integrated with and informed by Council’'s Asset Management Strategy and
Workforce Management Strategy.

This is Council’'s adopted financial model and addresses Council’s long-term
infrastructure and service delivery needs. This is the adopted model upon which
Council’s Delivery Program (4 years) and Operational Plan (1 year) are constructed
giving further detail to the programs and projects to be delivered.

The projected result (before capital grants) accumulated across the 10-year period
for General Fund is a deficit of approximately $50 million and demonstrates that
Council will need to take immediate action to ensure long term financial
sustainability.
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2. Scenario 2: Current Model + SRV implemented over 2 years
The aim of this financial plan scenario is to present Councils current financial

position and demonstrate Councils long term financial sustainability based on
current service levels including an SRV to address the yearly $5m forecast
operating deficit. This scenariohas been developed to deliver on the community’s
vision as detailed in the new Community Strategic Plan and is integrated with and
informed by Council’'s AssetManagement Strategy and Workforce Management
Strategy.

Initial discussions with the community have shown that they do not want to see
service levels reduced and, in some cases, want to see service levels increased.
This scenario will be used to drive community consultation to ensure the community
fully understand the impacts of SRV values and service level impacts.

For the 2022/23 Council has included loans of $3.1 million to cover operational
works and will have to take further loans for the 2023/24 FY if service levels are
not reduced. Should this scenario be approved, loans would only be required for
the 2022/23 and 2023/24 financial years and would provide the best outcome for
Council by decreasing the future interest payable on these loans. Any additional
loan funds borrowed or having to borrow over a longer period, would increase the
interest payable.

The projected result (before capital grants) accumulated across the 10-year period
for General Fund is essentially a balanced budget.

It is very important to note that this scenario does not allow for any capacity to
deal with any asset backlog or future cost shifting, it purely addresses the current
forecast operating deficit.

3. Scenario 3: Current Model + SRV implemented over 3 years
The aim of this financial plan scenario is to present Councils current financial

position and demonstrate Councils long term financial sustainability based on
current service levels including an SRV to address the yearly $5m forecast
operating deficit. This scenariohas been developed to deliver on the community’s
vision as detailed in the new Community Strategic Plan and is integrated with and
informed by Council’'s AssetManagement Strategy and Workforce Management
Strategy.

Initial discussions with the community have shown that they do not want to see
service levels reduced and, in some cases, want to see service levels increased.
This scenario will be used to drive community consultation to ensure the community
fully understand the impacts of SRV values and service level impacts.

For the 2022/23 Council has included loans of $3.1 million to cover operational
works and will have to take further loans for the 2023/24 FY if service levels are
not reduced. Should this scenario be approved, loans would be required for the
2022/23, 2023/24 and 2024/25 financial years. Whilst this would lead to higher
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costs of borrowing compared to scenario 2, it does provide for smaller increases
for the community over three years which allows the community longer to prepare
for the impacts of these increases. Given the difficult times in recent years through
droughts, floods, and the impacts of COVID-19, it is likely that this is the scenario
the community will be most receptive to.

The projected result (before capital grants) accumulated across the 10-year period
for General Fund is essentially a balanced budget.

It is very important to note that this scenario does not allow for any capacity to
deal with any asset backlog or future cost shifting, it purely addresses the current
forecast operating deficit.

4. Unknown Shocks
As mentioned, the above scenarios do not allow for any capacity to deal with any

asset backlog or future cost shifting, it purely addresses the current forecast
operating deficit, although there may be some opportunities to use the funds for
grant matching purposes to maximise future grant opportunities in managing
existing assets.

Should any further shocks come to be known, these plans would need to be
reviewed to ensure the full implications could be forecast. Examples of unknown
shocks would be if the Governments Financial Assistance Grant (FAG) were frozen
or reduced or if the rate peg value was significantly lower than the estimated rates
and the true inflation rate.

RISK ASSESSMENT/ANALYSIS

The following risk factors have been considered in the development of this Long-
Term Financial Plan and whilst some factors would only have a minor impact on the
projections, others could have a more significant impact.

Areas which would have a particular impact on the projections, should they occur,
include:

e Estimates to fund infrastructure renewal, replacement and significant on-
going asset maintenance being inaccurate;

Rates increase being lower than anticipated;

Construction costs being higher than anticipated;

Utility expenses being higher than estimated;

Significant fluctuations in the rate of return for investments;

Workers Compensation insurance costs;

Further spikes in the payments required to the Defined Benefit
Superannuation scheme;

e Award determined staff related expenses increasing more than anticipated.

There are also external factors beyond the influence of Council which could
potentially impact most on the model, including:
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Further cost shifting from other levels of Government;
Freezes to the indexation of recurrent operating grants;
Changes to the taxation regime;

Changes to the Superannuation Guarantee legislation;
Forced amalgamation of Councils;

Natural disasters.
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