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1. EXECUTIVE SUMMARY

1.1 Introduction

The Strategic Resource Plan (SRP) is the key medium term financial plan produced by
Council on a rolling basis that summarises the resourcing forecasts for at least four
years. The SRP forms part of the Council Plan.

Resource planning is important for ensuring that a Council remains sustainable in the
long term and good practice is to extend forecasting for a ten year period, to take account
of long lived assets such as road and drainage infrastructure. Strathbogie Shire Council
has prepared a 10 year long term financial plan to enable a longer term perspective of
the ongoing financial sustainability of the Council and the impact of financial decisions
into the longer term.

In preparing the SRP Council must take into account all other plans and strategies in
regards to services and initiatives which commit financial and non-financial resources
over the four year period.

Section 125(1) of the Local Government Act 1989 (the Act) requires Councils to prepare
a SRP and include this in the Council Plan. The SRP outlines the resources required to
achieve Council’s strategic objectives expressed in the Council Plan. Section 126 of the
Act expects that:

a. The SRP is a plan of the resources to achieve the Council Plan strategic
objectives;
b. The SRP will:

i Include financial statements describing the financial resources in
respect of at least the next four financial years;

ii. Include statements describing the non-financial resources including
the human resources in respect of the next four financial years;

iii. Take into account services and initiatives contained in any plan
adopted by Council and if the Council proposes to adopt a plan to
provide services or take initiatives, the resources required must be
consistent with the SRP;

iv. Review the SRP during the preparation of the Council Plan; and

V. Adopt the SRP no later than 30 June each year and a copy must be
available for public inspection at the Council office and on the Council
internet website.

c. In preparing the SRP, Council should comply with the principles of sound
financial management as prescribed in the Act, being to:
i. Prudently manage financial risks relating to debt, assets and liabilities
ii. Provide reasonable stability in the level of rate burden
iii. Consider the financial effects of council decisions on future generations
iv. Provide full, accurate and timely disclosure of financial information.

Significant changes to this revised SRP 2020/21 are:

«  Council will increase the capped average rate by 0 percent in the 2020/21
financial year. This level allows Council to maintain existing service levels,
fund a number of new initiatives and continue to allocate additional funds to
renew the municipality’s infrastructure;

* New Capital Expenditure is $10.005 million in 2020/21; and
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« New borrowings of $5 million in 2020/21 to fund rehabilitation of the Violet
Town landfill site.

1.2 Purpose of Strategic Resource Plan
The purpose of the Strategic Resource Plan is to:

» Establish a financial framework over the next 4 years to ensure Council’s
strategic objectives, as expressed in its Council Plan, are achieved;

+ Provide an assessment of the resources (financial and non-financial)
required to accomplish the objectives and strategies included in the Council
Plan;

- Establish a basis to measure Council’s adherence to its policies and
strategies; and

« Assist Council to comply with sound financial management principles, in
accordance with the Act and to plan for the long-term financial sustainability
of the municipality.

The diagram below details the key strategic areas covered by the SRP and the
integration required between Council’s financial strategies.

Borrowing
Strategy

Capital Works Rates and

Projects & Revenue
Funding Raising/

Asset \ ! e Service \
Management/ Prc:"{'asr‘\?\?nagnﬁ
\
Strategic

Financial
assumptions

Restricted
Assets

A

Figure 1: Strategic Resource Plan — Key Strategic Areas

1.3 SRP Objectives

The 2020/21 SRP is intended to contribute to the following objectives in the 10-year
timeframe:

« Maintain the existing range and level of service provision and improve the
understanding of the range and levels of service provided;

 Maintain a viable cash position, ensuring Council remains financially
sustainable in the long-term;
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 Achieve operating statement surpluses with the exclusion of all non-
operational items such as granted assets and capital income within the 10
year timeframe of the long term financial plan;

e Maintain debt at a prudent level;

+ Continue to pursue recurrent grant funding for strategic capital funds from
the State and Federal government; and

+ Provide for rate increases that establish a funding level for renewal demand
being invested at 100 percent.

1.4 Strategic Financial Direction

A number of strategic challenges remain ahead including renewing existing assets,
continuing to provide an appropriate range and level of services to a growing community,
maintaining a sound financial position and addressing the need for capital expansion.

The other related issues are the risks and liabilities that Council and the community face
if Council does not invest in asset renewal at an adequate rate.

Council, as part of establishing its SRP, revises its borrowing strategy, asset
management, capital investment, discretionary and statutory reserves, capital works
program, the range and level of services provided and the revenue-raising strategy.

The SRP establishes the strategic financial direction for Council to meet the funding and
investment challenges that lie ahead in the next 10-years.

The SRP is prepared in conjunction with the Council Plan to ensure the affordability of
activities included in the Council Plan.

A Glossary of Terms is attached in Appendix A.
Appendix B details Council’s Financial Statements which are an outcome of this SRP.
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1.5 Key Strategic Directions

The following table highlights the key strategies of this SRP.

Each section includes detailed analysis to support the strategies.

The key strategies provide direction for the preparation of the 2020/21 Budget.

Section Strategic Direction

Eiencatlnocrila? Sustainability 1. That Strathbogie Shire Council continues to
benchmark with other Victorian Councils and
those within the Small Rural category.

2. That Strathbogie Shire Council applies the
outcomes of this SRP to the 2020/21
Budget.

That Strathbogie Shire Council achieves an operating
surplus over the life of this SRP.
Section 3

Capital Works Program 1. That Strathbogie Shire Council maintains its

capital works commitment at levels that
meet or exceed the targets established in
this SRP, and develops a 10-year capital
works program.

2. That Strathbogie Shire Council initially
focuses capital works on maintaining a
critical renewal level based on maintaining a
minimum service level at levels indicated in
Table 6 (Section 4.6 Management Systems),
with the next priority on renewal, upgrade
and expansion.

3. That any bids for expansion, new and
upgrade of assets come from the Service
Managers as arising from their Service
Plans.
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Section Strategic Direction

Section 4

Asset Management 1. That Strathbogie Shire Council, having

established its critical renewal investment
levels, maintains detailed Asset
Management Plans (focused on renewal
demand) for all classes of Council assets
incorporating service level assessments.

2. That Strathbogie Shire Council, as part of
the development of its Service Plans,
consults with the community to determine
how service levels will be reached including
a combination of improved revenue raising,
review of existing service levels, asset
disposal and composition of the asset
portfolio.

3. That Strathbogie Shire Council adopts as
policy the annual allocation of funds to meet
100 per cent of the communities
infrastructure renewal needs before it elects
to upgrade or construct new assets.

Egﬁ“?tgr?n Borrowin 1. Borrowings to finance rehabilitation of the
Stra?e as 9 Violet Town landfill site are proposed during
9 the term of this SRP with Council debt ratios
remaining in the Low risk category.
Section 6

1. That Strathbogie Shire Council builds into its
10 year financial plan the estimated
movements in restricted assets and provides
for at least $4 million to $6 million in working
capital to meet day to day needs.

2. That to ensure sufficient funds are available
to meet operational needs, Strathbogie Shire
Council retains a cash position of at least $4
million to $6 million after deducting restricted
assets, i.e. cash received but not spent or
cash to be spent for specific purposes such
as developer contributions (infrastructure),
waste facility development, security deposits
etc.

Restricted Assets
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Section Strategic Direction

Section 7 : - .
Rating and Other That Strathbogie Shire Council;

Revenue Strategies 1. retains capital improved value (CIV) as its
valuation base;

2. no longer levy a Municipal Charge;

3. considers future increases in tree and waste
management charges based on EPA,
regulatory and safety requirements , to cope
with challenges in recycling markets and the
need to sustain the Council’s long term
waste operations strategy;

4. in 2020/21, adopts an percent capped
average rate increase of 0% for general
rates (excluding supplementaries) and a 2.0
percent increase in waste collection charges
including funding the cost of disposal of
domestic waste, recycling collection and the
tree management levy;

5. pursues recurrent grant funding and
strategic capital funding aligned with Council
Plan objectives, including benchmarking of
results with other Councils; and

6. undertakes detailed analysis on the level of
existing fees and charges and investigates
new revenue sources and report
recommendations to Council.

Section 8

o . The SRP continues to provide a financial framework for
Strategic Financial Plan

Council, enabling an assessment of Council resources
and assisting Council to plan and fund capital
infrastructure and meet future community aspirations.

Table 1: Key Strategies 2020/21
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2. FINANCIAL SUSTAINABILITY

2.1 Background

Financial sustainability as defined by The Australian Local Government Association
(ALGA) is worth noting:

“A Council’s long-term financial performance and position is
sustainable where planned long term service and infrastructure levels
and standards are met without unplanned increases in rates or
disruptive cuts to services.”

It is against this definition that the sustainability of Strathbogie Shire Council can be
assessed.

The precise financial strategy which supports financial sustainability and which balances
community expectations with the capacity to pay, challenges Councils.

As part of this process strategies, services and investment in infrastructure must be
developed that meets the community’s needs whilst simultaneously remaining
affordable.

The question of what is ‘financial sustainability’ and the appropriate strategy to support
this position will be answered differently by every Council.

However, there are some common questions that should be asked by Councils in the
strategic development process. These include:

+ the range and level of Council services that are to be offered;

« the affordability of new assets;

« the utilisation of existing assets;

+ the quantum of the renewal investment compared to the renewal demand;

e the suitability of borrowings;

« whether rate and charge increases are sustainable within the rate capping
requirements; and

« if the community is willing to pay for services and infrastructure.

One mechanism Councils use to support their financial strategic development is to
benchmark their financial performance to like sized Councils or their neighbours.

How Councils compare and why they are different are interesting questions that assist
Councils to make ultimate decisions about these complex questions.

This report contains a summary of relevant benchmarking data for Council to enable this
comparative analysis to occur.

2.2 Financial Comparisons - Benchmarking

Council Annual Reports generally contain standard and consistent financial data.

These Reports have been reviewed to produce the data used for benchmarking purposes
in this SRP.

The number of Councils in each category is shown in the table below.
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Category Councils

Description within
Category
Inner Metropolitan 22
Interface Metropolitan 9
Regional Cities 10
Large Shires 19
Small Shires 19
TOTAL 79

Table 2: Number of Councils in each Category— 2020/21

These key performance indicators are detailed within the relevant chapters of the SRP,
and assist Council to compare its position to other Small Rural Councils.

2.3 Analysis of Council’s Financial Sustainability

2.3.1 Financial Sustainability

The concepts most people use in their personal and business lives are basically the
same as those that should be applied to local government; however, those concepts
need some modification.

Councils are perpetual corporations that manage intergenerational community services
and assets.

Councils provide the legal framework by which communities own infrastructure and
assets collectively.

Underlying Operating Position (Surplus/Deficit)

The underlying operating result as defined by the Institute of Chartered Accountants
(2009) is a measure of the financial sustainability of a Council.

Continuous underlying operating deficits lead to a loss in equity, reduction in asset base,
drop in service standards over time and a deferral of costs to future generations.

The underlying operating result is the operational result (balanced, surplus or deficit)
less gifted assets, developer contributions, asset revaluations, and write offs and impacts
of asset sales. Capital income is also excluded on the grounds it represents an
‘unmatched” income (expenditure is not included) and it is a non-recurring income
source.

One of Strathbogie Shire Council’s long-term financial goals is to achieve an operational
surplus without the inclusion of any capital income (against which there is no matching
expenditure in the operating statement) and abnormal items such as granted assets.

Council’s position (-$376,000) compares favourably within the Small Rural category at
($-4,770,000) for underlying operating surplus at June 30 2019.

Page 12 of 70



SRP 2021

Strathbogie - Comparison (Small Rural) - Underlying Operating  ==t==Group Average
Position
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Chart 1: Underlying Operating Position — 2018/19
Liquidity
The Victorian Auditor Generals Office considers a Liquidity ratio of more than 100% Low
Risk - reflecting no immediate issues with repaying short term liabilities as they fall due.
Council’s Working Capital ratio of 215 percent indicates Council’s liquidity is considered
healthy and in excess of 100% for the foreseeable future.
Rate effort

The ability to increase rate revenue is a significant factor in determining whether Council
is potentially at risk.

Rate effort is now constrained by the State Government’s introduction of rate capping
legislation in the form of its “Fair Go” Rates system. THE FGRS or rate capping
introduces an annual rate cap set by the Minister for Local Government which controls
general rate increases for all Councils during that financial year.

The Minister for Local Government, has advised of a capped increase in the average
rate per property of 2.00 per cent for the 2020/21 financial year. Councils can seek
approval for an increase above this figure through a variation with the Essential Service
Commission (ESC).

Council’s rating effort has been satisfactory and when benchmarked is close to the
average effort of the Small Rural group.(Refer Chart 18).

Cost and efficiency

Council is statistically a “mid cost” council.

Operating Expenses per assessment of $3,767 are slightly below the Small Rural
average of $3,801.Council’s employee cost as a percentage of total expenditure is 36.49
percent, marginally above the Small Rural average of 36.22 percent.
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Rates affordability

Australian Taxation Office (ATO) income data for wage and salary earners (PAYE) can
be used to give some indication of rates affordability. The Australian Bureau of Statistics
(ABS) produces a set of socio-economic indices for areas known as SEIFA. The four
indices in the set, which are based on census data, reflect the level of social and
economic wellbeing in local government areas. SEIFA includes the following indices:

Relative Index of Socio-economic Advantage and Disadvantage (IRSAD): The
proportion of families with high/low incomes, people with/without a tertiary education and
employees in skilled/unskilled occupations. Low values indicate areas of disadvantage;

Relative Index of Socio-economic Disadvantage (IRSD): Derived from attributes such
as income, educational attainment and skill level;

Index of Economic Resources (IER): Derived from attributes relating income and
wealth; and

Index of Education and Occupation (IEO): reflect the educational and occupational
levels of communities.

The first three indicators have been used to reflect on the socio-economic status of local
areas and therefore ability to bear significant increases in rates. The other issue
Strathbogie Shire has to contend with, and which does distort these benchmarks, is that
the census understates both number of residents and annual household income due to
the impact of non-resident ratepayers.

Strathbogie - Comparison (Small Rural) - Rates Affordability (Rates P ATEERE

per Assessment/Annual Householde Income)
6.00%

5.00%

4.00% -

3.00% -

2.00% -

1.00% -

0.00% -

‘(\2:
Average Rates Per Asse ss@gt

Chart 2: Rates Affordability Small Rural — 2018/19

2.3.2 Victoria Auditor General

The Victoria Auditor General’s Office prepares a report on Local Government which
outlines a detailed analysis on the financial sustainability of Councils and Regional
Library Corporations.
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The 2018/19 results for Strathbogie for VAGO'’s indicators of Council viability are:
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Indicator Calculation Description Results VAGO
2018/19 Risk
rating
Net result Net result/ A positive result indicates
total revenue a surplus, and the larger 18.26 Low
the percentage, the
stronger the result. A
negative result indicates a
deficit. Operating deficits
cannot be sustained in the
long-term.
Adjusted Adjusted Indicator of the broad _
Underlying underlying objective that an adjusted 1.23 Medium
Operating surplus (or underlying surplus should
Result deficit) / be generated in the
Adjusted ordinary course of
underlying business. A surplus or
revenue increasing surplus
suggests an improvement
in the operating position.
Liquidity Current This measures the ability
Assets/ to pay existing liabilities in 2.15 Low
Current the next 12 months. A ratio
Liabilities one or more means there
is more cash and liquid
assets than short-term
liabilities.
Indebtedness Non-current Comparison of non-current
liabilities/ own liabilities (mainly 24.74 Low
sourced comprised of borrowings)
revenue to own-sourced revenue.
The higher the percentage,
the less able to cover non-
current liabilities from the
revenues they generate
themselves. Own-sourced
revenue is used (rather
than total revenue)
because it does not
include capital grants,
which are usually tied to
specific projects.
Internal Net Operating Measures the ability of an _
financing cash flow/Net entity to finance capital 75.47% Medium
capital works from generated
expenditure cash flow. The higher the
percentage, the greater the
ability for the entity to
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Results VAGO
2018/19 Risk

Indicator Calculation

Description

finance capital works from
their own funds.

rating

Capital Cash outflows Comparison of the rate of
Replacement from property, spending on infrastructure 2.33 Low
infrastructure, with its depreciation.
plant and Ratios higher than 1:1
equipment / indicate that spending is
Depreciation faster than the
depreciating rate. This is a
long-term indicator, as
capital expenditure can be
deferred in the short-term
if there are insufficient
funds available from
operations, and borrowing
is not an option.
Renewal gap Renewal and Comparison of the rate of
1.94 Low

upgrade
expenditure /
Depreciation

spending on existing
assets through renewing,
restoring, and replacing
existing assets with
depreciation. Ratios higher
than 1:1 indicate that
spending on existing
assets is faster than the
depreciatiing rate. Similar
to the capital replacement,
this is a long-term
indicator, as capital
expenditure can be
deferred in the short term if
there are insufficient funds
available from operations,
and borrowing is not an
option.

Table 3: Strathbogie Shire Council VAGO Indicators of Council Viability

2.4 Benchmarking

In most instances Council compares favourably with its neighbours and other Small Rural
Councils. When benchmarked to other Small Rurals and neighbours Strathbogie Shire
Council is characterised by:

» Underlying operating result close to surplus;
« Slightly below the average level of overall operational costs in comparison

to Councils in the category;

* Higher than the average rating effort;
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- Low debt ratios; and
+ Strong capital works program with sufficient priorities given to asset
renewal.

Strategic Direction

1. That Strathbogie Shire Council continues to benchmark with other Victorian
Councils and those within the Small Rural category.

2. That Strathbogie Shire Council applies the outcomes of this SRP to the
2020/21 Budget.

3. That Strathbogie Shire Council achieves an operating surplus over the life
of this SRP.
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& CAPITAL WORKS PROGRAM

3.1 Introduction

The previous section discusses the long-term issues with respect to Financial
Sustainability.

It should be noted that 59 per cent of the capital expenditure is on renewal and upgrade
type projects in the draft capital works program for 2020/21. The total new capital
program of $10.005 million is composed of $4.084 million in new and expanded assets
and $5.921 million in renewal and upgrade.

The proposed program for 2020/21 comprises $4.779 million in renewal and $1.142
million in upgrade.

An amount of $350,000 has been provided in 2020/21 for detailed design and cost
estimation for rehabilitation of the Violet Town Landfill — it is proposed that these works
be funded by borrowings.

In addition to new capital expenditure of $10.005 million works carried forward from
2019/20 will total $5.499 million . These projects are carried over due to a range of
reasons:

Subject of pending grant applications

Funded over 2 year

Subject to government approvals

Government funded projects with completion dates in 2020/21

This section includes:

« Level and nature of capital works;
e 2020/21 Capital Investment levels
» Capital funding sources; and

» Capital Works Evaluation process

The benchmark for 2018/19 capital expenditure levels by Small Rurals is illustrated
below:
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Strathbogie - Comparison (Small Rural) - Capital Expenditure per et Group Average
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$2,000

$1,500

$1,000 -

$500

$0 -

Chart 3: Capital Expenditure — 2018/19

Capital expenditure per assessment is higher than average in 2018/19 at $1,813 per
assessment as compared to $1,100 for the average Small Rurals.

3.2 Level and Nature of Capital Works

It is important that the Asset Management issues raised in the next section inform the
decisions taken in determining the capital works program.Four key outcomes from the
long-term financial plan will be:

* To maintain the annual critical renewal investment — section 6;

+ To maintain agreed service levels as determined in Council’s Service Plans-
section 4;

 Maintain average condition where desired; and

* Invest in new assets subject to principles espoused in section 4.

3.2.1 Capital works 2020/21

The following are the parameters against which the 2020/21 capital works program has
been developed:

« Alignment to Strategic Resource Plan financial growth assumptions with respect to
expenditure and revenue;

« Priority provision for critical renewal investment, then capital renewal, capital
upgrade with capital expansion and new, the most discretionary.

In terms of the longer term program to 2029/30 the following parameters/assumptions

apply:

» Large one-off projects flagged in subsequent years require accurate costing to be
undertaken and their timing and priority finalised;

«  Continue priority on renewal, followed by upgrade with expansion and new, the most
discretionary;

* Income assumptions to remain conservative given they are less predictable; and
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 Roads to Recovery income assumed to continue at known level spread across
relevant projects within the Roads Program.

33 2020/21 Capital Investment Levels
The 2020/21 capital works program by expenditure type is detailed hereunder:

Capital 2020/21 2020/21
Expenditure $ %
Type

Renewal 4.779 48
Upgrade 1.142 11
New/Expansion 4.084 41
TOTAL 10.005 100

Table 4: Capital Works Summary 2020/21

3.4 Capital Funding Sources

A 10-year capital works program has been developed and this has enabled a precise
cash flow budget to be developed.

This program will be refined during the 2020/21 financial year by Council’s Asset
Planning department.

External capital funding sources include capital grants, developer contributions and
special charges schemes.

Internal capital funding sources include land sales, asset sales, special charge schemes
and general rates. The SRP forecasts capital funding sources conservatively.

3.5 Capital Works Evaluation Process

3.5.1 Evaluation Process

Objective: to provide qualitative and economically measurable information to assess
and prioritise capital funding. This will ensure that scarce funds are rationed to projects
in order of merit. This is primarily defined through four stages, Strategic
Assessment, Needs Analysis, Needs Alignment and Prioritisation.

Our process in preparing the draft budget is: -

Strategic Assessment
1. Council intends to maintain its existing infrastructure and its focus is of ‘renewing’
its existing assets ahead of other ‘upgrade’ ‘expand’ and or ‘new’ possibilities;
2. Renewal items will be evaluated for their viability and continuing fit with
community desires and the Council Plan;

Needs Analysis

3. Respond to additional Council decisions;

4. Development of ‘Business Cases’ to consider Committees of Management and
community aspirations. Business cases are recognised as a useful tool to
evaluate proposals for ongoing costs, sustainability, risks and project
preferences. Business cases will be fit for purpose;
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Needs Alignment
5. Considering the needs of multiple services together and looking for alignments
and synergies and the possibility of bringing them together into shared spaces;

Prioritisation
6. Program to meet realistic timelines — considering consultation, approval and
external funding requirements;
7. Capital works will be prioritised with reference to the Council Plan, funding
sources and the community’s wishes, up to the limits of budget capacity, the
‘balanced budget’.

The business case process is designed to achieve a number of practical
outcomes. These are: -
e Prevent poorly developed output specifications/functional briefs going to market
e Ensure risks are allocated to the party that can best manage them
e Embrace a broader range of delivery models
o Realised improved value for money outcomes in capital works procurement

3.5.2 Whole of Life Costing

It is imperative that all proposals for new and upgrade have the full whole of life costs
calculated and disclosed as part of the evaluation process and that the operating and
maintenance are calculated and placed in the long term financial year for the life of the
asset.

3.6 Conclusion

Council’s capital works program underpins the needs and priorities as determined by
Council’s capital evaluation process.

It is the Council’s challenge to develop Service Plans and Asset Management Plans that
ensure the community’s levels of service are met through the delivery of efficient and
effective services.

Strategic Direction

1. That Strathbogie Shire Council maintains its capital works commitment at
levels that meet or exceed the targets established in this SRP, and develops
a 10-year capital works program.

2. That Strathbogie Shire Council initially focuses capital works on maintaining
a critical renewal level based on maintaining a minimum service level at
levels indicated in Table 6 (Section 4.6 Management Systems), with the next
priority on renewal, upgrade and expansion.

3. That any bids for expansion, new and upgrade of assets come from the
Service Managers as arising from their Service Plans.
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4. ASSET MANAGEMENT

4.1 Introduction

Linking asset management to Council’s strategic financial direction is fundamental to
achieving the goal of long-term financial sustainability.

This section includes:

*  Council’s asset portfolio at 30 June 2019;

+ Key questions to determine service level/investment;
« Asset investment;

+ Condition assessments;

+ Management Systems; and

- Strategic asset management.

4.2 Council’s Asset Portfolio - 30 June 2019

4.2.1 Current Assets

Accounting for an asset requires the recognition of all costs associated with asset
ownership including creation/acquisition, operations, maintenance, rehabilitation,
renewal, depreciation and disposal.

This “life cycle” approach needs to be recorded at an individual asset level so all the
costs of owning and operating assets are known and understood.

For accounting purposes assets are grouped into current and non-current assets.
Current assets are cash or those assets that are considered to be readily convertible to
cash.

This asset grouping includes cash at bank, investment funds, stock on hand, debtors and
land held for resale. The balance of current assets held by Strathbogie Shire Council at
30 June 2019 was $ 15.96 million.

Non-current assets consist of Council’s debtor accounts not expected to be collected in
the coming 12 months and Council’s fixed assets not yet sold.

Fixed assets consist of land, buildings, plant, furniture, roads, drains, playgrounds and
other similar infrastructure assets.

The total value of fixed assets at 30 June 2019 was $292.15 million. The balance of this
section will focus on the fixed assets and the management strategies that Council is
pursuing.

4.2.2 Non-Current Fixed Assets

Councils all over Australia are facing the problem of ageing assets in need of renewal.

Many of these assets were not initially funded by councils, but came by State and Federal
government grants, developer contributions, or from a shift of responsibilities for State
owned assets to Local Government.

Council’s fixed assets and land held for resale at 30 June 2019 total $292.425 million.

4.2.3 Depreciation Expense

Depreciation expenses, useful lives and the rate at which the economic benefits or the
service potential of the asset are consumed is reassessed following condition
assessments and when asset valuations are undertaken.
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All changes to depreciation expenses have been reviewed by Council’s external auditor
and reported to Council’s Audit Committee prior to being adopted by Council.

Council’s depreciation expenses as a percentage of its total assets are benchmarked
and depicted in the following graph:

5.00%

4.50%

4.00%

3.50%

3.00%

Strathbogie - Comparison (Small Rural) - Depreciation on Infrastructure/Infrastructure

2.50% A
2.00% -
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Chart 4: Depreciation on Infrastructure/Infrastructure Assets — 2018/19

4.3 Key Questions to Determine Service Level/lnvestment

The key questions with respect to infrastructure investment are detailed below:

1.
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How much does it cost ratepayers to retain the current infrastructure
portfolio, that is, what is the long-term average cost of renewal plus
maintenance?

What assets support services and therefore should be renewed and retained
as opposed to assets that are surplus and should be rationalised?

How much will need to be spent in the short term (next 10 years) relative to
the renewal expenditure invested in the recent past?

How much more management effort (financial and operational) will be
required of Council as its assets age?

What assets are at the “at risk” phase (intervention level) of their life cycle
and will ultimately result in their being unserviceable and unsafe?

What outcomes would the community and Council like to achieve with
respect to asset upgrades? For example, would Council like to see an
extension to the sealed road network, or playground network?

Are the Council assets providing the level of service expected by the
community?

What assets should the community “manage for decline” — public halls,
buildings, bridges, roads?



4.4

Asset Investment

Asset investment can be made in the following ways:

Type of

Definition

SRP 2021

Purpose/Example

Expenditure
Maintenance

Expenditure on an asset that
maintains the asset in use, but
does not increase its service
potential or life.

Maintaining asset serviceability by

repair eg repairing a single pipe in
a drainage network, or a pot hole
in a road.

New asset
expenditure

Means expenditure that creates a
new asset that provides a service
that does notcurrently exist. New
asset expenditure does not have
any element of renewal, expansion
or upgrade of existing assets. New
capital expenditure may or may
not result in additional revenue for
council and will result in an
additional burden for future
operation, maintenance and
capital renewal.

Retains an existing service level,
e.g. Re-sheeting a road reseals,
resurfacing an oval.

Asset renewal
expenditure

Means expenditure on an existing
asset or on replacing an existing
asset, that returns the service
capability of the asset to its
original capability. It has no impact
on revenue, but may reduce future
operating and maintenance
expenditure if completed at the
optimum time.

Increases the quality of service
provided to ratepayers or provides
new services, eg. Widening the
pavement of a sealed area of an
existing road.

Asset
expansion
expenditure

Means expenditure that extends
the capacity of an existing asset to
provide benefits to new users at
the same standard as is provided
to existing beneficiaries.. It is
discretionary expenditure which
increases future operating and
maintenance costs, because it
increases council’s asset base, but
may be associated with additional
revenue from the new user group.

Extends services to newly
developing areas of the Council
where there are new ratepayers,
eg. Extending a road or drainage
network, new pre-school.

Page 24 of 70




SRP 2021

Type of Definition Purpose/Example
Expenditure

Asset upgrade | Means expenditure that enhances | Provides new assets for services
expenditure an existing asset to provide a that do not currently exist.

higher level of service or that will
increase the life of the asset
beyond its original life. Asset
upgrade expenditure is discretional
and often does not result in
additional revenue unless direct
user charges apply. It will increase
operating and maintenance
expenditure in the future because
of the increase in the council’s
asset base.

Table 5: Expenditure Definitions — Asset Management — 2020/21

It is important Council records its expenditure correctly as the impacts of capital
investment differ between these categories — for example whole of life costs for new
assets as opposed to renewal.

4.5 Condition Assessment

Monitoring asset condition and performance relates to the ability of the asset to meet
targeted levels of service. Asset condition reflects the physical state of the asset and the
functional level of service it is capable of providing.

Monitoring asset condition and performance throughout the asset life cycle is important
in order to identify underperforming assets or those which are about to fail. Council has
developed its Asset Management System to readily monitor asset condition and
performance and to:

+ ldentify those assets which are under performing;

« Predict when asset failure to deliver the required level of service is likely to
occur;

» Ascertain the reasons for performance deficiencies; and

+ Determine what corrective action is required and when (maintenance,
rehabilitation, renewal).

4.6 Management Systems

Council has determined that no asset’s condition will be allowed to go below its
predetermined intervention levels as the cost of renewal significantly increases and the
asset’s functionality, safety and ability to provide its intended service level is
compromised.

Council has largely collected condition data for all of its major asset categories and is
now in a position to commence detailed Service Plans and update Asset Management
Plans.

The benefits of knowing the current condition and performance (level of service) an asset
provides are:

« Ability to plan for and manage the delivery of the required level of service;
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 Avoidance of premature asset failure, leaving open the option of cost-
effective renewal;

* Managing risk associated with asset failures;

» Accurate prediction of future expenditure requirements; and

+ Refinement of maintenance and rehabilitation strategies.

The Asset Management System should not only records asset condition and asset
defects/inspection details; it should also provide financial management and year-end
accounting and valuation data.

Priority is on funding the annual renewal annuity based on predetermined service levels
generally described as intervention levels- the maximum level an asset can deteriorate
to prior to renewal investment.This level has been set at 3%.

The intervention level is theoretically where the assets service life has expired and
renewal investment is required to restore service potential - eg. Road needs resheeting
to be useable.

Council, as asset managers, need to be able to assess the relative merits of rehabilitation
/ renewal / replacement options and identify the optimum long-term solution through a
decision related to levels of service. Council needs to strategically determine an
affordable level of service to manage the emerging condition profile.

The benefit of that knowledge now is the management process can commence across
the entire asset portfolio.
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Asset Group T Retreat, -

Name Asset Set Description Interv_e_ntlon
Condition

Urban Roads Pavement (High Traffic) Urban 7.50

Group

Urban Roads Pavement (Low Traffic) Urban 8.00

Group

Urban Roads "Asphalt Seal 8.00

Group

(High Traffic)

Urban"

(Low Traffic) 7.50

Urban"

Urban Roads Spray Seal (High Traffic) Urban 7.50

Group

Urban Roads Spray Seal (Low Traffic) Urban A5

Group

Urban Roads All Kerbs 8.00

Group

Rural Roads Pavement (High Traffic) Rural 7.50

Group

Rural Roads Pavement (Low Traffic) Rural 8.00

Group

Rural Roads Spray Seals (High Traffic) Rural 7.00

Group

Rural Roads Spray Seals (Low Traffic) Rural 7.00

Group

Rural Roads Shoulder Pavement (High Traffic 8.50

Group or Narrow Seal)




Asset Group
Name

Asset Set Description

Retreat.
Intervention

_Condition

Rural Roads Shoulder Pavement (Low Traffic) 8.50
Group

Unseal Road Pavement (High Traffic) 6.00
Group Unsealed

Unseal Road Pavement (Low Traffic) 7.50
Group Unsealed

Pathway Group Concrete Pathways & areas 7.00
Pathway Group Brick Paved Pathways & areas 7.00
Pathway Group Sealed Pathways 7.00
Pathway Group All other Pathways 7.00
Bridges Group Long Life Bridges 8.00
Bridges Group Short Life Bridges 8.00
Storm Water Pits 8.00
Group

Storm Water Pipes 8.00
Group

Buildings Group Structure Long Life 8.00
Buildings Group Structure Short Life 8.00
Buildings Group Roof Structure 8.00
Buildings Group Mechanical Services 8.00
Buildings Group Building Fit Out 8.00
Recreation Group | Street & Park Furniture 8.00
Recreation Group | Active Reserves (Footy Ovals 8.00

etc)
Recreation Group | Manicured Turf (Bowling Greens 8.00
etc)

Recreation Group | Play Equipment 8.00
Recreation Group | Synthetic Playing Surfaces 8.00
Recreation Group | All Lighting 8.00

Table 6: Intervention Levels by Service Area — Asset Set — 2020/21

SRP 2021

Council needs to improve its knowledge with respect to its open space structures,
information technology and recreation assets.

4.7 Strategic Asset Management
Council reviews its Asset Management Policy reviewed on a triennial basis.

Other major elements are the Asset Management Strategy which details specific actions
to be undertaken by Council to improve asset management capability and achieve
specific strategic objectives.

Asset Management Plans are subsequent components where long-term plans (10-years
and beyond) outline renewal requirements for each asset category.
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The table below explains the objectives and typical contents of these documents:

Asset Management Strategy \ Asset Management Plans
Specific actions to be undertaken by Long-term plans (usually 20 years or
Council in order to improve or enhance more for infrastructure assets) that
asset management capability and outline the asset activities for each
achieve specific strategic objectives. service area.

Develops a structured set of actions Outlines actions and resources to provide

aimed at enabling improved asset a defined level of service in the most cost

management by Council. effective way.

e A description of the current status of e A summary of Council’s strategic
asset management practices goals and key asset management
(processes, asset data and policies.
information systems). e Definition of levels of service and

o Organisation’s future vision of asset performance standards.
management. e Demand forecasts and management

e A description of the required status of techniques.
asset management practices to e Description of the asset portfolio.
achieve the future vision. e A broad description of the lifecycle

¢ Identification of the gap between the management activities for operating,
current status and the future vision (a maintaining, renewing, developing
“‘gap analysis”). and disposing of assets.

o Identification of strategies and actions | ¢ A cashflow forecast.
required to close the gaps, including | e Key asset management improvement
resource requirements and actions including sources/timeframes.
timeframes.

Table 7: Asset Management Plan Objectives & Document Content

Council has reached the point where it has identified and funded its critical renewal — no
asset’s condition goes beyond those shown in Table 7 (Section 6.6 Management
Systems).

Council is now in a position to analyse its condition profile and determine and understand
the cost of a predetermined service level.

Alternatively Council may allow some assets to degrade in condition, freeing up funds to
improve the level of service for other assets.
4.7.1 Community Consultation

Council aims to ensure its assets are relevant to the community, as retention of unused
assets places a financial burden on the community. Council’s Strategic Resource Plan
is presently focused on funding a “service level” that prioritises critical renewal and
maintains average condition to meet community expectation.

The challenge ahead is to understand the community’s expectations and provide service
level and funding options to accommodate these.

The target for Council in 2020/21 will be to engage Council and the community in
discussions about levels of service to provide the opportunity for differing service levels
to be costed and reviewed.

Sound Asset Management is:

* Knowing what assets we own (Asset Register);
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* Understanding the condition and expected lives of our assets;

+ Knowing what ‘levels of service’ customers want- service planning;

» Having processes in place to establish priorities and allocate funds;

« Knowing the long-term funding requirements associated with our assets;

+ Having documented Asset Management Plans detailing levels of service will
be a challenge during 2020/21;

* What services, including their performance levels, are required to meet the
community outcomes? ; and

« Finally what infrastructure or assets are required to support the service
level?

Too often Council starts focusing on the asset rather than on the outcome/service level
it requires. A review of this nature may result in assets no longer being required to
support community outcomes.

4.7.2 Asset Management Working Group

The Asset Management Working Group (AMWG) is a cross-functional professional team
with representatives from all Council departments.

The purpose of the AMWG is to oversee the decision-making process with respect to the
direction of asset management and to ensure the Council continues to develop total
asset management across the organisation.

The Asset Management Working Group’s Terms of Reference include:

e Guiding Council’s overall Asset Management Program,;

e Setting priorities for system development while keeping in mind the
legislative obligations of Council (e.g. Strategic Resource Plan and Council
Plan etc.);

« Facilitating the implementation of appropriate asset management systems
and asset management plan development; and

* Reviewing asset management resource requirements.

There is still a deal of work to be done on recording and developing Service Plans and
Asset Management Plans.

4.7.3 Renewal Demand

The following details the impact of Council’s investment in renewal and the consequential
impact on the percentage of assets outside intervention.

Council has increased its renewal investment over recent years and the most recent
modelling has shown the results of this effort . In respect of roads the consultant said :

“Council’s road assets were found to be in very good overall condition , with a quite
measurable improvement since the last survey in 2014 .“Council has done a great job in
lifting the renewal funding levels on the road network over the past decade, and it now
appears it can be eased back a little for some years . But it is predicted to grow strongly
in the second decade “

And in respect of bridges :

“The bridge assets were found to be in good overall condition with a quite measurable

improvement across all six condition indicators since the time of the last survey.The
extent of the asset base at and above condition 7 has been lowered from 9.1% in 2014
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down to 1.5% in 2017.This is really an outstanding achievement and reflects the very

high priority given by Council to the bridge assets over the past decade.”
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Chart 5: Proposed and Predicted Renewal Expenditure Chart —2018/19

The following graph depicts the predicted level of renewal expenditure required across
all asset categories for Council until 2038.
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Strathbogie - Comparison (Small Rural) - Capital replacement ratio (capital cash outflow / b Group Average
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Chart 7: Capital Replacement Ratio

Charts 7 and 8 show that Council is doing well in renewing its assets at the appropriate
time . In particular Chart 7 shows that funds spent on replacement of Council’s asset
base exceeds depreciation and is well above the Small Councils average.

Strathbogie - Comparison (Small Rural) - Renewal Gap (VAGO)
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Chart 8: Renewal Gap
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This Chart shows that Council is funding its “renewal gap” or renewing its assets at the
optimal time.

Council will aim to ensure that its assets are relevant to the community, as retention of
unused assets places a financial burden on the community.

Council’s Strategic Resource Plan is transitioning to focus on funding a “service level”
that prioritises critical renewal and maintains average condition to meet community
expectation.

To facilitate this process, Council will engage in consultation with key stakeholders
including discussions on the key questions with respect to infrastructure investment and
service levels, as detailed in Section 5.

4.8 Conclusion
Council’s priorities for the 2020/21 financial year as regards Asset Management are:

+ Asset Management Plans: Develop tactics to manage renewal demand/gap post the
completion of Stage 1 of the service planning process.

» Review Levels of service: In conjunction with stage 1 of the service planning process.

* Review of Asset hierarchies: Determine if current categories and service levels are
appropriate.

» Field test condition data: Review useful life left versus condition rating based on a
field analysis to ensure quality and interpretation of condition is accurate.

* Revaluation of Assets: Develop a schedule for the revaluation of assets and ensure
condition assessments are done concurrently to facilitate review of useful lives etc.

* Increased renewal investment: Continue investment in renewal to ensure the future
safety and serviceability of assets.

« Continue participation in National Asset Management Assessment Framework
(NAMAF): Recommence in the NAMAF program and recalibrate assessment in line
with current objectives and practices.

* Improved data: Improve component data for recreation assets and buildings.

Strategic Direction

1. That Strathbogie Shire Council, having established its critical renewal
investment levels, maintains detailed Asset Management Plans (focused on
renewal demand) for all classes of Council assets incorporating service level
assessments.

2. That Strathbogie Shire Council, as part of the development of its Service
Plans, consults with the community to determine how service levels will be
reached including a combination of improved revenue raising, review of
existing service levels, asset disposal and composition of the asset portfolio.

3. That Strathbogie Shire Council adopts as policy the annual allocation of
funds to meet 100 per cent of the communities infrastructure renewal needs
before it elects to upgrade or construct new assets.
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5 BORROWING STRATEGIES
This section includes:

» Assessment of Council’s current debt position
» Borrowing Program going forward

5.1 Assessment of Council’s current debt position

Each Council is different and the level of debt that is appropriate for Council may not be
adequate for another Council.

The following factors are seen as important issues for deliberation by Council:

» level of debt servicing as a proportion of rate revenue;

» ability to raise revenue in addition to rates;

« level of realisable assets to support the indebtedness;

« achieving the right mix of capital works and debt commitments;
« growth rate of municipality; and

e community growth needs.

The table below highlights the relative debt levels of Councils within the Small Rural
grouping at 30 June 2019. Council’s relative debt level is also shown. By comparing a
number of different debt ratios within the Council grouping, Strathbogie Shire Council
can begin to consider what level of debt is appropriate.

The table below confirms that Strathbogie Shire Council is currently better than average
and better than the median across all of the debt indicators within the Small Rural

grouping.

Strathbogie - Comparison (Small Rural) - Debt Per Capita =t Group Average
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Chart 9: Comparison of Total Debt Levels within Small Rural Group 2018/19

In terms of total debt levels, Council is below the average with the Small Rural
grouping, refer to Chart 9.
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Strathbogie - Comparison (Small Rural) - Total Debt et Group Average
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Chart 10: Comparison of Total Debt Levels within Small Rural Group 2018/19
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Chart 11: Debt Servicing & Redemption / Rate Revenue — 2018/19
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5.1.1 Debt Management

How measured
Threshold

Description

Total debt as a percentage of rate revenue
80 percent or below

The Local Government Act 1989 requires that all loans are secured
against the revenue stream from rates. A council with total debt in
excess of the revenue from rates would be unable to meet all debt
commitments from rate revenue should they be required to be paid
at one time. A threshold of 80 percent has been set.

60.00%
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Chart 12: Total Debt as a Percentage of Rate Revenue — 2018/19

Strathbogie Shire Council’s debt as a percentage of rate revenue as at June 30, 2019
was 2.65 percent, which is well below the 80 percent benchmark and well below the
Small Rurals average.
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5.1.2 Debt Servicing

How measured Debt servicing costs as a percentage of adjusted total revenue
Threshold 5 percent or below
Description This indicator reflects the proportion of total revenue that is used to

service debt (interest on outstanding debt and any loan
administration charges) and which cannot be used directly for
service delivery. A threshold of 5 percent has been set.

Strathbogie - Comparison (Small Rural) - Debt Servicing ratio =t Group Average
0-80% (interest / total revenue)
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Chart 13: Debt Servicing Ratio (Interest / Total Revenue) — 2018/19

The Strathbogie Shire Council’s projected ratio was .10 percent at 30 June 2019, which
is below both the state and Small Rural’s average and the 5 percent benchmark.

This illustrates the benefit of taking loans over a longer period of time such that each
generation of ratepayers incurs a modest share of the long term cost of providing long
life community assets.

5.2 Borrowing Program going forward

From the foregoing data it is clear that Council has a very low level of debt and has the
capacity to borrow funds for projects it considers necessary.

The Violet Town Landfill has been closed for some years and requires rehabilitation in
accordance with EPA requirements.

Estimates of cost are in the range of $5 million and in order to preserve funds for other
projects Council proposes to fund this rehabilitation from a loan over 15 years at a an
interest rate estimated at 2% per annum.

Funding is provided in the 2020/21 Operating Budget for detailed design and costing with
borrowings proposed to be taken up at the end of the 2020/21 financial year.
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This should have limited impact on Council’s liability position as a provision currently
exists in Council accounts of $ 5.57 million at 30 June 2019 so the cash from the loan
will allow for the carrying out of the works and a reduction in the provision as the liability
will no longer exist.

In considering borrowings it is necessary to review the impact on various ratios.

Council’s current and projected performance on a number of the financial indicators
which are shown below together with recommended indicators.

Financial 20/21 21/22 22/23 23/24

Indicator

Debt Servicing | Debt Servicing Costs
as a % of Total 5% .06% .35% .31% .27%
Revenue

Debt Debt Servicing and

Commitment Redemption Costs as 10% .49% 2.35% 2.27% 2.18%
a % of Rate Revenue

Non Current Less than 25 = Low <25 low

Liabilities/Own risk risk 53 44 22 20

Source 40 - 60 = Medium 40-60

Revenue mediium

Table 8: Indicators after borrowings 2020/21

The figure of 41 in 2020/21 reflects existence of both the provision and the loan with the
provision dropping the following year.
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6. RESTRICTED ASSETS

6.1 Introduction

Victorian Councils have traditionally operated with reserve funds that are allocated for
specific purposes. These funds do not have bank accounts of their own but are a
theoretical split-up of Council’s equity. Discretionary reserves are used only as an
indicator of funds for specific purposes and represent what those functions have earned.

This section includes:

» Nature and purpose of restricted assets

6.2 Nature and Purpose of Restricted Assets

Strathbogie Shire Council allocates expenditure for known outlays and revenues, directly
to the financial year where the expenditure will be incurred, rather than to specific reserve
funds.

The 2020/21 Strategic Resource Plan is framed around having sufficient cash reserves
to cover restricted assets which are primarily developer open space contributions, long
service entitlements and grant funding.

Strathbogie Shire Council also generally provides for at least $4 million to $6 million in
working capital to meet day to day needs.

6.2.1 Developer Contributions

Development contribution receipts and payments or in-kind works, facilities or services
provided by developers towards the supply of infrastructure (generally by the Strathbogie
Shire Council) required to meet the future needs of a particular community, of which the
development forms part.

Levies can be raised through Development Contribution Plans (“DCP”s) for a range of
State and local government provided infrastructure including roads, public transport,
storm water and urban run-off management systems, open space and community
facilities.

Under the current legislative framework, any funds that have been received from
developers for those infrastructure works, under a DCP or freely negotiated agreements
must be held in reserve or “restricted” for that actual infrastructure and cannot be
reallocated for other non-related capital projects.

Additionally, even if the Strathbogie Shire Council does not achieve its predicted
expenditure, the works represent Council commitment to infrastructure, and any unspent
funds are routinely reserved for the infrastructure in readiness for when it is actually
required to be delivered.

These projects should also be placed in the relevant year of the 10 year capital works
program.
6.2.2 Waste Strategy

Council aims to cover the costs of waste management including collection and disposal
as well as Transfer station and landfill operations from user fees and waste charges . In
adiition Council has a provision for landfill rehabilitation.
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6.2.3 Unexpended Grants

These are Grants recognised as revenue during the year that were obtained on condition
that they be expended in a specified manner that had not occurred at balance date.

6.2.4 Notional Reserves, Amounts held in Trust

It is a requirement of Council to separately identify trust funds or refundable deposits as
‘restricted assets”. While the council is able to access these funds in its day to day
treasury management, the financial statements must recognise that a component of its
cash balances relates to deposits that may be refundable in the future.

Restricted Assets Estimate
30 June
2020
$000’s
Unexpended Capital Works 5.499
Amounts held in Trust 685
Total 6,184

Table 9: Restricted Assets — 2020/21

Strategic Direction

1. That Strathbogie Shire Council builds into its 10 year financial plan the
estimated movements in restricted assets and provides for at least $4 million
to $6 million in working capital to meet day to day needs.

2. That to ensure sufficient funds are available to meet operational needs,
Strathbogie Shire Council retains a cash position of at least $4 million to $6
million after deducting restricted assets, i.e. cash received but not spent or
cash to be spent for specific purposes such as developer contributions
(infrastructure), waste facility development, security deposits etc.
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7. RATING AND OTHER REVENUE STRATEGIES

7.1 Introduction
This section includes:

«  Valuations;

+ Components of Strathbogie Shire Council’s rating base;
+ Background to present rating system;
. Rates Affordability;

* Rating Strategy;

+ Rate Capping;

+ Rating Strategy 2020/21,

- Waste services;

« Grant revenue;

* Victoria Grants Commission; and
 Fees and charges revenue.

7.2 Valuations

Valuations are conducted under the provisions of the Valuation of Land Act (1960) with
each separate occupancy on rateable land computed at its net annual value (NAV),
capital improved value (ClV), and site value (SV).

Valuations are carried out using Valuation Best Practice Principles as set down by the
State Government Valuer General. In Strathbogie Shire Council, general valuations are
required annually to ensure a common date is used for all valuations. Data on every
property is recorded and used by the appointed valuer, along with sales, rentals and
other information to determine the valuations.

A general valuation (revaluation) establishes the value of a property relative to all other
properties, that is, its market relativity. Valuations form the basis of Strathbogie Shire
Council’s rating system; therefore, their accuracy is of paramount importance. The 2019
revaluation was undertaken based on property values at 1 January 2020.

The revaluation does not in itself raise the total rate income for Strathbogie Shire Council,
as the rates are distributed based on the property value of all properties across the
municipality. As a result of the revaluation, some property owners may pay more in rates
and others less, depending on their new property valuation, relative to others.

7.2.1 Definitions of valuations

Strathbogie Shire Council uses the capital improved method of valuation (CIV), which is
the market value of a property including land, buildings and improvements. CIV has the
following long-term advantages relative to other valuation bases:

+ flexibility to apply an unlimited range of strategic differentials;

+ does not prejudice the industrial, commercial and retail sectors in terms of
the rate burden; and

» is easier for people to understand.

The other valuation bases the Valuer is required to return are:

« Site value (SV) which is the market value of land excluding improvements;
and

* Net annual value (NAV) which represents the reasonable annual rental of a
property, minus specified outgoings. In most cases this is five percent of the
CIV.
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7.2.2 Supplementary valuations

Supplementary valuations are made during the financial year when a significant change
to the valuation occurs. The most common causes for supplementary valuations are:

» construction of a new dwelling or building;
* subdivision of a property; or
» consolidation of properties

Strathbogie Shire Council presently undertakes this task on a monthly basis.

As a result of a supplementary valuation, a rate notice is issued to reflect any change in
rates.

7.3 Components of Council’s Rating Base

Strathbogie Shire Council levies differential rates and annual service charges to raise its
annual rates and charges revenue.

The legislative basis of how they apply to Strathbogie Shire Council are available upon
request:

- Differential Rates — Legislation;
+ Special Rates and Charges;

+ Service Rates and Charges; and
 Rebates and Concessions

7.4 Assessment of Current Rating Levels

Comparing the relativity of rating levels between Councils can be a difficult exercise due
to debate over the most appropriate methods to use and the inability to take into account
the intricacies of rating structures in different councils.

Each local government sets rates based on an assessment of the desires, wants and
needs of its community and as each community is different, direct comparisons can be
difficult. For example, cash holdings of municipalities vary and councils have significantly
different infrastructure needs and geographic sizes.

Each municipality also has significantly different levels of capital works, funding
structures for capital works and varying debt levels.
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Strathbogie - Comparison (Small Rural) - Rate Revenue Ratio (Rate
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Chart 14: Rates as % of Total Revenue— 2018/19
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Chart 15: Rates & Charges per Residential Assessment — 2018/19

On a rates per residential assessment Strathbogie Shires rating effort is approximately

$503 above the average of the benchmark group.

Higher comparative rating levels do not necessarily represent a position of weakness or

inefficiency.
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External funding bodies may consider levels of rating effort in their funding decisions,
i.e. low rates could be construed as less preparedness at the local level to match the
external contribution.Higher rating can also indicate that a council has opted for more
control of its destiny, e.g. to achieve a particular project for the community that would
otherwise be out of reach.

Strathbogie - Comparison (Small Rural) - Rates per Assessment  est==Group Average
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Chart 16: Rates Per Assessment —2018/19

On rates per assessment basis in the 2018/19 financial year, Strathbogie Shire Council
was above average for the Small Rural group.

What is most critical in setting a rating structure is for Strathbogie Shire Council to be
accountable and responsible for the policy decisions with respect to the range of services
provided, the expenditure and delivery of the services and the way services are funded
and paid for by the community.
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Council’s rate effort is similar to those in the Small Rural Council category , as shown
in Chart 17 below.
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Chart 17: Rate Effort Ratio — 2018/19

7.5 Background to the Present Rating System

Prior to dealing with the rating strategy, it is important to have a broad knowledge of the
present rating structure and trends.The following tables summarises the rates in dollar
levied in the 2019/20 year including a comparison with 2020/21:
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Differential Rate Type

Cents in/$

Clv
2019/20

Cents
in/$CIV

2020/21

Change

(%)

Rateable Residential .0050194 .0050682 0.97
Properties

Rateable Farm Properties .0040155 .0040546 0.97
Rateable .0060232 .0060818 0.97
Commercial/lndustrial

Properties

Rateable Vacant .0105407 .0106432 0.97
Commercial/Industrial

Properties

Rateable Vacant Residential .0087839 .0088694 0.97
Land

Table 10: Rates and Charges Annualised - 2020/21
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The table below outlines the total rates and charges for 2019/20 and 2020/21;

Description Total Total Change
Annualised 2020/21 (%)
2019/20 ($)
(%)

General Rates 16,245,000 | 17,116,000 5.36*
Municipal Charges 921,000 0 -100*
Waste Service 2,678,000 | 2,826,000 5.53
Charges

Total Rates and 19,844,000 | 19,942,000 0.49
Charges Revenue

Table 11: Rates and Charges 2019/20 as compared to 2020/21

= *Reflects removal of Municipal Charge

7.6 Rates Affordability

The ability to increase rate revenue is a significant factor in determining whether a
Council is potentially at risk.

Strathbogie Shire Council’s rating effort has been satisfactory and when benchmarked
was above the average effort of the Small Rural group.

Australian Taxation Office (ATO) income data for wage and salary earners (PAYE) can
be used to give some indication of rates affordability.
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Strathbogie - Comparison (Small Rural) - Rates Affordability (Rates et Group Average
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Chart 18: Rates Affordability Small Rural — 2018/19

The Rates Affordability Chart above details the percentage of income that pays rates
and charges to Council.

7.7 Rating Strategy

Strathbogie Shire Council’s rating strategy establishes a framework by which rates and
charges will be shared by the community. In developing a long-term financial plan, rates
and charges are an important source of revenue.

The rating system determines how Strathbogie Shire Council will raise money from
properties within the municipality. It does not influence the total amount of money to be
raised, only the share of revenue contributed by each property.

The total money to be raised is taken from Strathbogie Shire Council’s long-term financial
plan.

Strathbogie Shire Council and the community invariably confront trade-offs and the
principles are designed to improve the quality of decision making in this environment.

The principles were synthesized from a number of sources including the work published
by a number of authors quoted in the Productivity Commission report, Assessing Local
Government Revenue Raising Capacity.

Strathbogie Shire Council can then exercise its legitimate governance role and determine
not only who wants what service and who benefits but what is socially equitable, that is,
who pays how much.

Use was also made of long-established principles in the public finance and economics
literature, as well as some of the principles outlined in recent Financial Sustainability
reports around the nation.

Page 46 of 70



SRP 2021

The principles of the Rating Strategy include ensuring the capacity for:

« Sustainable financial management

« Evaluating and setting priorities

«  Core functions

e Service delivery

*  Prudent borrowings

+ Rate setting and pricing for services

* Openness and transparency

* Providing services on behalf of other tiers of government.

Appendix C details the rating principles in more detail.

Council has reviewed current rating differentials, and is proposing to discontinue the
Municipal charge.

No change is proposed to Differentail rates or the structure of Service Charges.

Removal of the Muncicipal Charge will cause some redistribution of the rate burden with
a benefit to lower valued properties.

The following table summarises the effect on the rate in the dollar of proposed changes
to the rating structure.

No
Municipal
Charge,
Farm
Differential
80%, Tree
Management
Charge
2020/21

Municipal
Charge $133,
Farm
Current Differential

Structure @ 82.5%, Tree
Management

Charge

2019/20

Rateabl_e Residential v 0050194 0050682
Properties

Vacant.Land Residential v 0087839 10088694
properties

Rateable Farm Y 10040155 0040546
Properties

Rateable

Commercial/Industrial Y .0060232 .0060818
Properties

Vacant Land

Commercial/ Industrial Y .01054 .0106432
Properties

Municipal Charge Y 133 0
Tree Management v 28 29
Charge

Table 12: Summary rate in the dollar — proposed changes rating structure

The Council believes the use of this Rating Strategy provides a more equitable
distribution of the rate and charge burden across the various property types and
categories.
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7.8 Rates and Charges Budget — 2020/21

A key decision of Strathbogie Shire Council during the life of the SRP is to determine the
rating structure and the level of rate increase that will address funding levels for capital
works, service provision for the municipality and improve Strathbogie Shire Council’s
long-term financial sustainability.

Council has established a rating structure which is comprised of two key elements. These
are:

»  Property values, which reflect capacity to pay and form the central basis of
rating under the Local Government Act 1989

A fuser pays’ component to reflect usage of services provided by Council

Striking a proper balance between these elements provides equity in the distribution of
the rate burden across residents.

Council makes a further distinction within the property value component of rates based
on the purpose for which property is used; that is, whether the property is used for
residential, commercial, industrial, farming or a social purpose such as public housing or
recreation.

The distinction is based on the concept that different property categories should pay a
fair and equitable contribution to rates, taking into account the benefits those properties
derive from the local community and Council.

Council’s current rating structure comprised of five differential rates (Residential ,
Residential Vacant,Farmland,Commercial/Industrial and Commercial/Industrial Vacant).

The vacant land residential rate is set at 175% of the residential rate and the vacant
commercial rate is set at 210% of the residential rate , whilst the commercial/industrial
rate is set at 120% of the residential rate. The Farm Rate will be set at 80% of the
Residential rate.

These rates are structured in accordance with the requirements of Section 161
“Differential Rates” of the Act and in line with Ministerial Guidelines for differential rating.

First Home Buyers

Council intends to grant a rebate of two years rates to each owner who qualifies for the
Victorian Government First Home Owners Grant, on the following basis:

e Proof of approval for State First Home Buyers Grant to be provided
e Council will excuse the rates for a period of two years from commencement of the
first full financial year in which the rates are payable by the new owner.

Home Buyers will qualify :
e For a newly built home sold for the first time — applied from the date of contract
of purchase
e For a house and land package —applied from date of contract of purchase
e For a vacant block which new home is to be built — applied from the date of
contract to build house
e Maximum value of property is $750,000

Pensioners
Rebates and concession are granted to pensioners who qualify under the Victorian State
Concessions Act .
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Elloura

In addition Council grants a rebate to each owner of rateable land within the Elloura
development who qualify under the Owners Corporation Agreement in recognition of
services being provided within the development not requiring Council resources.This is
subject of an agreement between Council and Elloura.

7.9 Rate Capping

Rate effort is now constrained by the State Government’s introduction of rate capping
legislation in the form of its “Fair Go” Rates system (FGRS).

The FGRS or rate capping introduces an annual rate cap set by the Minister for Local
Government which controls general rate increases for all Councils during that financial
year.

The Minister for Local Government has advised that a capped average rate increase of
2.00 per cent will apply for 2020/21 financial year

Councils can seek approval for an increase above this figure through a variation with the
Essential Service Commission (ESC).

7.10  Waste Service Charges — Waste Collection Service and Tree Management
Program

Strathbogie Shire Council is empowered under Section 162(1) (b) of the Local
Government Act (1989) to levy a service charge for the collection and disposal of refuse.
The purpose of this charge is to meet the costs of waste disposal and recycling activities
throughout the Strathbogie Shire area, including the operating costs of Landfills and
Transfer Stations as well as providing for important tree management activities including
disposal of material. Strathbogie Shire Council has typically used this option through the
raising of garbage and recycling charges on the annual rate assessment.

Strathbogie Shire Council's Waste Services includes:

+  Weekly kerbside waste collection service;

* Fortnightly kerbside recycling and green organics collection service;
« Public recycling and waste disposal and transfer station facilities;

+ Commercial disposal facility and Landfill;

+ Street litter and public place recycling bins; and

« Forward planning and for capital budget requirements.

« Tree Management Program

Strathbogie Shire Council’s garbage proposed charges are as described below (denotes
ex GST). A total income of $2.82 million will be received for waste and recycling services
in 2020/21 to support recurrent operating expenditure).
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Service Charge Charge Charge Change Change

per per ($) (%)
Service Service

2019/20 2020/21

Kerbside Collection 80 litre 375 383 8 2.13
Kerbside Collection 120 litre 375 383 8 2.13
Kerbside Collection 240 litre 750 765 15 2.00
Recycling 120 litre 178 181 3 1.69
Recycling 240 litre 178 181 3 1.69
Recycling 360 litre 178 181 3 1.69
Kerbside/Organics 375 383 8 2.13
Tree Management 28 29 1 B0

Table 13: Projected Waste Charges — 2020/21

7.11 Grant Revenue

As at 30 June 2019 Strathbogie Shire Council was below average in terms of receiving
recurrent government grant revenue, compared to its like Council grouping as outlined
in the graph below.

As a benchmark Strathbogie Shire Council receives 17.8 percent of its revenue (as a
percentage of total revenue) from recurrent operating grants compared to the average
of Small Rurals at 20.4 percent. Some years ago Council reauspiced its Home and
Community Care program while some some councils still continue to provide this service
and receive income from grants for this program.

Strathbogie - Comparison (Small Rural) - Recurrent Grants/Total b Group Average
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Chart 19: Recurrent Grants/Total Revenue —2018/19

Strathbogie Shire Council must continue its strong focus on securing grant revenue,
particularly for capital works. Grants (capital and operating) at 30 June 2019 totalled
$12.716 million.With a longer term capital works program in place Strathbogie Shire
Council should be able to target and focus on grants that align with its overall strategic
direction.

Page 50 of 70



7.12  Vict
Strathbogie

SRP 2021

oria Grants Commission
Shire Council receives approximately 17 percent of its revenue from the

Victoria Grants Commission.

7.13 Fees and Charges Revenue
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reauspiced its Home and Community Care program while some some
| continue to provide this service and receive income from fees for this

program.There is scope for Strathbogie Shire Council to review fees and charges to

ensure maxi

mum return for service.
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Chart 20: Fees & Charges/Total Revenue — 2018/19

rection

That Strathbogie Shire Council;

1.
2.
3.
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retains capital improved value (CIV) as its valuation base;

no longer levy a Municipal Charge;

considers future increases in tree and waste management charges based
on EPA, regulatory and safety requirements , to cope with challenges in
recycling markets and the need to sustain the Council’s long term waste
operations strategy;

in 2020/21, adopts an percent capped average rate increase of 0% for
general rates (excluding supplementaries) and a 2.0 percent increase in
waste collection charges including funding the cost of disposal of domestic
waste, recycling collection and the tree management levy;

pursues recurrent grant funding and strategic capital funding aligned with
Council Plan objectives, including benchmarking of results with other
Councils; and
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6. undertakes detailed analysis on the level of existing fees and charges and
investigates new revenue sources and report recommendations to Council.

8. STRATEGIC FINANCIAL PLAN

8.1 Introduction

There are a number of dynamic variables that may influence the outcomes expressed in
this SRP. They include:

+ Rating levels and supplementary rate income;
+ Government grant revenue (both recurrent and capital);
+ Granted asset amounts;
e Asset revaluations (major impact on fixed asset value and depreciation);
« Asset sales;
*  Mix of funding between capital works/special projects (new initiatives); and
« Level of growth factor applied to expenditure items / rate of
expenditure/activity level.
This section includes:
*  Modelling methodology;
« Financial assumptions;
* Adopted financial strategy; and
+ Conclusion

8.2 Modelling Methodology

The SRP establishes a framework for Council to benchmark its performance and an
industry developed long term financial software model has been utilised to verify the
data. The base point used for financial modelling has been the Council budget for 30
June 2020, and mid year revenue.

The Standard Statements (financial statements) are the result of the modelling and are
reproduced from the long term financial software model, refer Appendix B.

8.3 Financial Assumptions

The following information explains the major financial assumptions applicable to the
financial option considered by Council prior to community input.

8.3.1 Labour and on-costs

Increases in labour and on-costs are composed of two elements. The elements are
enterprise agreement increments and movements within bandings as part of the annual
performance review process. The table below highlights these assumptions.
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Year 2020/21 2021/22 2022/23

) % %
Enterprise 1.5 1.7 1.7
agreement
Award .75 .75 .75
Increments
Total 2.25 2.45 2.45

Table 14: Labour and on-costs — 2020/21

8.3.2 Depreciation

Depreciation estimates are based on the projected capital spending contained within
each assumption. Depreciation estimates are influenced by future asset revaluations and
depreciation expenses are assessed following condition assessments. The overall
depreciation charge is also impacted by the amount of assets granted to the municipality
following subdivision.

8.3.3 Materials and contracts

These materials are essentially one-off expenditures that do not constitute the creation
of an asset and have been maintained at 2019/20 levels through the life of the SRP.

The broad assumption in materials and contracts is for an increase matching CPI.
Outside of the broad parameters are expenses such as election expenses and
insurances.

A subsidiary record of one off items and how they are factored into the model is
recommended instead of a series of individual adjustments within the model.

8.3.4 Special projects/consultancies

These works are essentially one-off expenditures that do not constitute the creation of
an asset and have been maintained at 2019/20 levels through the life of the SRP.

8.3.5 Debt servicing and redemption

Debt redemption is calculated according to existing loan schedules. Council borrowings
are dealt with in detail in Section 9.

8.3.6  Written-down values of assets sold

All written-down values relate to plant and land sold as part of the 10-year program.
These are based on information from Council’s Asset Registers.

8.3.7 Raterevenue

The 2020/21 Budget is based on an increase of 0% in the average rate per property and
removal of the municipal charge and retaining existing differentials.

Council’'s Rating Strategy is dealt with in detail in Section 9.7.

The mechanism to estimate supplementary revenue is at present an arbitrary one, based
on historical dollar returns with forward probable development revenue estimated.

8.3.8 Service charges

The 2020/21 Budget is based on a 2.0 percent increase in Waste and service charges.
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Funds raised are ultimately deployed to waste management (operating and capital)
activities. This is discussed in Section 9.10 in more detail.
8.3.9 Grant revenue

An allowance of $8.416 million has been made as operating grant revenue for services
and projects in 2020/21. In broad terms, a 2-3 percent per annum increase has been
allowed for operating grants reflecting the nature of this revenue type, which has seldom
increased by CPI across the board.

8.3.10 User Fees
Fees and charges that Council has discretion over have been increased by 3.0 percent
per annum. Fees and charges of $.578 million have been provided for in 2020/21.

8.3.11 Statutory Fees and Fines

Council has no control over a large amount of statutory fees prescribed by the State
Government. Fines include town planning, local laws and the animal pound. Fees and
fines are included in the above. $.494 million is budgeted from this source.This is a
reduction on the previous year as Council proposes to set fees for Registered premises
(cafes, hairdressers etc) at zero in an effort to assist with the current difficult economic
times.(Revenue approx. $90,000)

8.3.12 Interest on investments
Interest on investments has been estimated based on cash flow.

8.3.13 Proceeds from sale of assets
Proceeds from sale of assets are those relating to plant changeover and land sales.

8.3.14 Capital grants

Capital grant revenue is $5.214 million in 2020/21, with revenue from future years
estimated to fund future capital works.

Capital grants have been forecast conservatively. Funds raised above or below the
forecast amount will directly impact on the level of capital expenditure achievable. While
conservative amounts have been included, it should be noted that Council does not
pursue part-funded capital works that do not fit with its strategic direction.

8.3.15 Granted assets

Granted assets are those handed over to Council following the completion of a
subdivision. These include roads, footpaths, kerb, channel, drainage etc.

The level of granted assets is forecast to continue at low-levels based on predicted levels
of property development.

However, estimates beyond 2020/21 are not based on any reliable data at this point.
While granted assets add to Council’s overall asset base, they also add to the future
obligations to maintain and replace these assets at the end of their useful lives.

8.3.16 Capital expenditure

Capital expenditure amounts for new assets, local roads, buildings and information
technology (renewal), and the like and have been directly budgeted for during the next
4-years. The balance of capital expenditure has been left unallocated at this point.

Page 54 of 70



SRP 2021

These funds may be available for capital renewal (priority), capital upgrade or expansion.
Conclusion

The SRP continues to provide a financial framework for Council, enabling an assessment
of Council resources and assisting Council to plan and fund capital infrastructure and
meet future community aspirations.

The Financial Statements are detailed in Appendix B.
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9. APPENDIX A: GLOSSARY OF TERMS

TERM DEFINITION

Act

The Local Government Act 1989.

Activities

The operations of the council including services
undertaken to meet the needs of the community as
reflected in the council plan and are generally
ongoing in nature.

Adjusted operating
surplus/deficit

Operating surplus/deficit less revenue from capital
(non-recurrent) grants, developer contributions (i.e.
assets contributed), asset revaluations, sale of
assets plus expenditure from asset revaluations,
WDV of assets sold and unfunded superannuation
expense.

Adjusted total operating
expenses

Total operating expenses as per the “Statement of
financial performance” — net of asset revaluations,
unfunded superannuation expense and WDV of
asset sold.

Adjusted total revenue

Total revenue from “Statement of financial
performance” — net of asset sales, asset
contributions in kind. Capital grant funding and
revaluation adjustments.

Annual report

A report of the council’s operations of the previous
financial year and contains a report of operations,
audited financial statements and an audited
performance statement.

Australian Accounting
Standards

The accounting standards published by the
Australian Accounting Standards Board.

Average Rate Cap

Means an anmount expressed as a percentage
amount, based on the change to CPI over the
financial year to which the cap relates, plus or
minus any adjustment.

Borrowings

Loan funding.

Budget

A plan setting out the services and initiatives to be
funded for the financial year and how they will
contribute to achieving the strategic objectives
specified in the council plan.

Capital works expenditure

Expenditure on non-current assets and includes
new assets, asset renewal, asset expansion and
asset upgrades.

Council cash

Funding from council’s own sources of income.
Example include rates, charges, investments and
reserves, interest and asset sales.

Council plan

A plan setting out the medium-term strategic
objectives, strategies, strategic indicators and
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TERM DEFINITION

resources reflecting vision and aspirations of the
community for the next four years.

Current assets

Total current assets from “Statement of financial
position”.

Current liabilities

Total current liabilities from “Statement of financial
position”

Debt redemption

Debt principal’s repayments.

Debt servicing costs
(interest)

Total borrowing costs or interest expense as per the
“Statement of financial performance” or as disclosed
in the notes of the council statements.

Details list of planned
capital works expenditure

A list of projects in relation to non-current assets by
class and expenditure type.

Developer cash
contributions

Cash contributions from developers. This does not
include in-kind works or developer contributed
assets.

Federal grants

Grant funding from the Commonwealth government.

Fees and charges revenue

Total fees and charges revenue as per the
“Statement of financial performance” or as disclosed
in the notes of the council statements (includes
fines).

Financial performance
indicators

A set of indicators measuring the effectiveness of
financial management in a council covering
operating position, liquidity, obligations, stability and
efficiency.

Financial resources

Income, expenditure, assets, liabilities, equity, cash
and capital works required to deliver the services
and initiatives in the budget.

Financial statements

The financial statements and notes prepared in
accordance with the Local Government Model
Financial Report, Australian Accounting Standards
and other applicable standards as they apply to the
general purpose financial reports and a statement of
capital works and included in the annual report.

Financial year

The period of 12 months ending on 30 June each
year.

General Order

Means an order made by the Minister under section
185D of the Act.

Grant income and
reimbursements

Total grants revenue as per the “Statement of
financial performance” or as disclosed in the notes
of the council statements (includes VicRoads
sometimes shown as “reimbursements” by some
councils).
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TERM DEFINITION

Granted assets

Total value of assets received from developers (in
kind) as per the “Statement of financial
performance” or as disclosed in the notes of the
council statements.

Higher cap

An amount expressed as the average rate cap
specified in a general order plus an additional
percentage amount in respect of that financial ear.

Human Resources

The staff employed by a council.

Indicator

What will be measured to assess performance.

Initiatives

Actions that are one-off in nature and/or lead to
improvements in service.

Interest earnings

Total interest received as per the “Statement of
financial performance” or as disclosed in the notes
of the councils statements.

Local Government Model
Financial Report

The model report published by the department of
Environmnet, Land, Water and Planning

Major initiatives

Significant initiatives that will directly contribute to
the achievement of the council plan during the
current year and have a major focus in the budget.

Measure How an indicator will be measured and typically
includes a numerator and denominator.
Minister The Minister for Local Government.

Model Budget

The Victoiran City Council Model Budget prepared
annually by the Chartered Accountants in Australia
and New Zealand.

No. of rateable properties

Number of rateable properties in municipality.

Non-current liabilities

Total non-current liabilities from “Statement of
financial position”.

Non-financial resources

The resources other than financial resources
required to deliver the services and initiatives in the
budget.

Non-recurrent grant

A grant obtained on the condition that it be
expended in a specified manner and is not expected
to be received again during the period covered by a
council’s strategic resource plan.

Philanthropic or private
contributions

Funding from philanthropic or private sources. An
example would be a co-contribution by the private
sector towards construction of a community asset.

Performance statement

A statement including the results of the prescribed
service outcome indicators, financial performance
indicators and sustainable capacity indicators for
the financial year and included in the annual report.
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TERM DEFINITION

Planning and accountability
framework

The key statutory planning and reporting documents
that are required to be prepared by councils to
ensure accountability to local communities in the
performance of functions and exercise of powers
under the Act.

Proceeds from sale of non-
current assets

Total proceeds from asset sales as per the
“Statement of financial performance” or as disclosed
in the notes of the council statements, (gross
received not written-down value).

Rate revenue

Total rate revenue as per the “Statement of financial
performance” or as disclosed in the notes of the
council statements.

Rates outstanding at end of
year

Rate debtor amount as disclosed in “Receivables”
note.

Recurrent grant

A grant other than a non-recurrent grant.

Regulations

The Local Government (Planning and Reporting)
Regulations 2014.

Report of Operations

A report containing a description of the operations
of the council during the financial year and included
in the annual report.

Services

Assistance, support, advice and other actions
undertaken by a council for the benefit of the local
community.

Special order

An order made by the ESC under section 185E of
the Act.

State grants

Grant funding from the State government.

Strategic objectives

The outcomes a council is seeking to achieve over
the next four years and included in the council plan.

Strategic resource plan

A plan of the financial and non-financial resources
for at least the next four years required to achieve
the strategic objectives in the council plan. It also
referred to as a long term financial plan.

Strategies

High level actions directed at achieving the strategic
objectives in the council plan.

Statement of capital works

A statement which shows all capital expenditure of
a council in relation to non-current assets and
asset expenditure type prepared in accordance to
the model statement of capital works in the Local
Government Financial Report.

Statement of human
resources

A statement which shows all council staff
expenditure and numbers of full time equivalent
council staff.
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TERM DEFINITION

Statements of non-financial
resources

A statement which describles the non-finanical
resources including human resources.

Summary of planned capital
works expenditure

A summary of capital works expenditure in relation
to non-current assets classified according to the
model statement of capital works in the Local
Government Model Financial Report, by asset
expenditure type and funding source.

Summary of planned human
resources expenditure

A summary of permanent council staff expenditure
and numbers of full time equivalent council staff
categorised according to the organisational
structure of the council.

Total assets

Total assets from “Statement of financial position”.

Total capital asset outlays

Payments for capital purchases per the “Cash flow
statement”.

Total cash inflows from
operations, finance and
Investment Act

Total inflows per the “Cash flow statement”.

Total cash outflows from
operations, finance and
Investment Act

Total outflows per the “Cash flow statement”.

Total depreciation

Total depreciation expense as per the “Statement of
financial performance” or as disclosed in the notes
of the council statements.

Total depreciation on
infrastructure assets

Total depreciation on infrastructure assets as
disclosed in the “Depreciation expense” note.

Total debt

Total interest bearing liabilities (current and non-
current) from “Statement of financial position”.

Total indebtedness

Total liabilities (current and non-current) from
“Statement of financial position”.

Total infrastructure assets

Total infrastructure assets from “Statement of
financial position” or as disclosed in the note
(Written-down value). Infrastructure includes roads,
bridges, drains, road structures, other structures,
playground equipment, and other like categories.
Heritage assets have been deemed to be building
assets. Work in progress, where not separately
split, and have been included as infrastructure.

Total net realisable assets

Total assets less total infrastructure assets.

Total operating expenses

Total operating expenses as per the “Statement of
financial performance”.

Total revenue

Total revenue from “Statement of financial
performance”
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TERM DEFINITION

User contributions Funding from users. An example would be a co-
contribution by a sporting club to the construction of

a new facility.

Written-down value of Written-down value of assets sold as per the
assets sold “Statement of financial performance” or as disclosed
in the notes of thecouncil statements.

Table 15: Glossary of Terms / Definitions
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10. APPENDIX B: FINANCIAL STATEMENTS
This Appendix contains the financial statements that follow:

 Comprehensive Income Statement
« Balance Sheet

+ Statement of Changes in Equity

« Statement of Cash Flows

+ Statement of Capital Works

« Statement of Human Resources

« Financial Performance Indicators

These statements are required under Division 1, Part 6 of the Local Government
(Planning and Reporting) Regulations 2014.

The Regulations commenced on 18 April 2014.
Regulations 13(2), 16(1) and 17(2) come into operation on July 1 2015.
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10.1 Comprehensive Income Statement

Figure 2: Comprehensive Income Statement

SRP2018

For the four years ending 30 June 2024 Forecast Actual Budget Strategic Resource Plan Projections
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Income
Rates and charges 19,823 19,942 20,441 20,952 21,475 22,012 22,563 23,127 23,705 24,297 24,905
Statutory fees and fines 392 494 604 622 641 660 680 700 721 743 765
User fees 619 602 626 651 677 704 732 762 792 824 857
Grants - Operating 4,050 8,416 6,584 6,791 7,007 7,204 7,427 7,652 7,880 8,115 8,359
Grants - Capital 5,916 5,214 2,315 1,840 2,240 1,816 1,666 1,666 1,666 1,666 1,666
Contributions - monetary 494 275 314 324 333 343 354 364 375 386 398
Contributions - non-monetary - - - - - - - - - - -
Net gain/(loss) on disposal of property, infrastructure, plant and equipme (184) (839) (617) (643) (600) (631) (600) (600) (600) (600) (600)
Fair value adjustments for investment property - - - - - - - - - - -
Net gain/(loss) on disposal of investment property - - - - - - - - - - -
Net gain/(loss) on disposal of intangible assets - - - - - - - - - - -
Share of net profits/(losses) of associates and joint ventures - - - - - - - - - - -
Other income 517 424 431 439 447 455 463 471 480 180 180
Total Income 31,627 34,528 30,698 30,975 32,220 32,563 33,285 34,142 35,019 35,612 36,530
Expenses
Employee costs (10,051) (12,167) (10,837) (11,108) (11,382) (11,668) (11,973) (12,276) (12,586) (12,905) (13,231)
Materials and services (11,944) (12,581) (12,175) (12,439) (12,657) (12,974) (13,298) (13,631) (13,971) (14,321) (14,679)
Bad and doubtful debts (1) (1) - - - - - - - - -
Depreciation and amortisation (5,900) (5,835) (6,095) (6,278) (6,398) (6,488) (6,570) (6,673) (6,773) (6,891) (6,991)
Borrow ing costs (30) (20) (110) (99) (88) (80) (73) (67) (61) (54) (47)
Other expenses (493) (556) (575) (591) (607) (624) (641) (659) (677) (696) (715)
Total Expenses (28,419) (31,160) (29,793) (30,515) (31,132) (31,833) (32,555) (33,306) (34,068) (34,866) (35,663)
Surplus/(deficit) for the year 3,208 3,368 905 459 1,088 730 729 836 951 746 867
Other comprehensive income
ltems that w ill not be reclassified to surplus or deficit in future periods:
Net asset revaluation increment /(decrement) - - - - - - - - - - -
Share of other comprehensive income of associates and joint ventures - - - - - - - - - - -
ltems that may be reclassified to surplus or deficit in future periods - - - - - - - - - - -
Total comprehensive result 3,208 3,368 905 459 1,088 730 729 836 951 746 867
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10.2 Budgeted Balance Sheet

Figure 3: Balance Sheet

SRP2018

For the four years ending 30 June 2024 Forecast Actual Budget

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Assets
Current assets
Cash and cash equivalents 15,144 12,689 4,987 4,994 5,995 6,531 7,536 7,295 7,901 7,359 6,838
Trade and other receivables 2,027 2,228 2,374 2,374 2,434 2,438 2,470 2,511 2,547 2,575 2,617
Other financial assets - - - - - - - - - - -
Inventories 5 5 5) 5 5 5 5] 5) 5] 5 5
Non-current assets classified as held for sale - - - - - - - - - - -
Other assets 113 113 113 113 113 113 113 113 113 113 113
Total current assets 17,289 15,035 7,479 7,487 8,547 9,087 10,125 9,925 10,567 10,052 9,573
Non-current assets
Trade and other receivables 877 651 651 651 651 651 651 651 651 651 651
Investments in associates and joint ventures 243 243 243 243 243 243 243 243 243 243 243
Property, infrastructure, plant & equipment 299,664 307,876 312,302 312,821 313,045 313,358 313,671 313,985 314,299 314,613 314,928
Investment property - - - - - - - - - - -
Intangible asset - - - - - - - - - - -
Rights of use assets 875 649 473 290 112 - - - - - -
Landfill rehabilitation intangible asset - - - - - - - - - - -
Total non-current assets 301,659 309,419 313,669 314,005 314,051 314,252 314,565 314,879 315,193 315,507 315,822
Total assets 318,948 324,454 321,148 321,492 322,598 323,339 324,690 324,804 325,760 325,560 325,395
Liabilities
Current liabilities
Trade and other payables 5,951 2,873 2,968 2,968 3,043 3,048 3,088 3,139 3,184 3,223 3,276
Trust funds and deposits 468 468 468 468 468 468 468 468 468 468 468
Provisions - Employee benefits 2,336 2,350 2,410 2,477 2,546 2,617 2,689 2,763 2,790 2,818 2,909
Provisions - Other 1,000 1,000 101 101 101 101 101 101 151 201 190
Lease liabilities 226 176 182 179 106 - - - - - -
Interest-bearing loans and borrow ings 81 385 391 396 307 313 319 326 332 339 346
Total current liabilities 10,062 7,252 6,519 6,588 6,571 6,547 6,665 6,797 6,925 7,049 7,189
Non-current liabilities
Provisions - Employee benefits 240 280 341 395 451 507 566 626 687 750 815
Provisions - Other 4,356 5,916 4,699 398 398 16 1,342 587 1,496 1,628 1,628
Lease liabilities 649 473 291 111 6 - - - - - -
Interest-bearing loans and borrow ings 287 4,903 4,512 4,116 3,809 3,497 3,177 2,852 2,520 2,181 1,835
Total non-current liabilities 5,532 11,572 9,842 5,020 4,664 4,020 5,085 4,064 4,703 4,559 4,278
Total liabilities 15,594 18,824 16,362 11,608 11,234 10,567 11,750 10,861 11,628 11,608 11,466
Net assets 303,354 305,630 304,786 309,883 311,364 312,773 312,940 313,943 314,132 313,952 313,928
Equity
Accumulated surplus 96,597 99,965 100,870 101,330 102,417 103,147 103,877 104,713 105,664 106,410 107,277
Reserves 206,757 205,665 203,916 208,554 208,946 209,625 209,064 209,230 208,468 207,542 206,652
Total equity 303,354 305,630 304,786 309,883 311,364 312,773 312,940 313,943 314,132 313,952 313,928
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10.3 Budgeted Statement of Changes in

Figure 4: Changes in Equity

Equity

Accumulated Revaluation Other
Total Surplus Reserve Reserves
$'000 $'000 $'000 $'000
2020/21
Balance at beginning of the financial year 302,262 96,597 205,665 -
Surplus/(deficit) for the year 3,368 3,368 - -
Net asset revaluation increment/(decrement) - - -
Transfer (to)/fromreserves - - -
Balance at end of financial year 305,630 99,965 205,665 -
2021/22
Balance at beginning of the financial year 305,630 99,965 205,665 -
Surplus/(deficit) for the year 905 905 = =
Net asset revaluation increment/(decrement) - - - -
Transfer (to)/fromreserves (1,749) - (1,749) -
Balance at end of financial year 304,786 100,870 203,916 -
2022/23
Balance at beginning of the financial year 304,786 100,870 203,916 -
Surplus/(deficit) for the year 459 459 - -
Net asset revaluation increment/(decrement) - - - -
Transfer (to)/fromreserves 4,638 s 4,638 =
Balance at end of financial year 309,883 101,330 208,554 =
2023/24
Balance at beginning of the financial year 309,883 101,330 208,554 =
Surplus/(deficit) for the year 1,088 1,088 - -
Net asset revaluation increment/(decrement) - - - -
Transfer (to)/from reserves 393 - 393 -
Balance at end of financial year 311,364 102,417 208,946 =
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10.4 Budgeted Statement of Cash Flows

Figure 5: Cash Flows

SRP2018

For the four years ending 30 June 2024 Forecast Actual Budget Strategic Resource Plan Projections
2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Inflows Inflows Inflows Inflows Inflows Inflows Inflows Inflows Inflows Inflows Inflows
(Qutflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows) (Outflows)
Cash flows from operating activities
Rates and charges 19,823 19,942 20,441 20,951 21,475 22,012 22,563 23,127 23,705 24,297 24,905
Statutory fees and fines 525 494 604 622 641 660 680 700 721 743 765
User fees 791 602 626 651 677 704 732 762 792 824 857
Grants - operating 7,688 4,778 6,584 6,791 7,006 7,204 7,427 7,652 7,880 8,115 8,359
Grants - capital 7,761 5,214 2,315 1,840 2,240 1,816 1,666 1,666 1,666 1,666 1,666
Contributions - monetary 494 275 314 324 333 343 354 364 3775) 386 398
Interest received 170 180 180 180 180 180 180 180 180 180 180
Dividends received = = o = = = o = = = o
Trust funds and deposits taken - - - - - - - - - - -
Other receipts 347 244 250 259 265 275 282 290 299 - -
Net GST refund / payment 1,082 1,473 1,532 728 703 738 699 845 781 888 914
Employee costs (10,051) (12,167) (10,666) (10,972) (11,240) (11,519) (11,818) (12,113) (12,415) (12,726) (13,052)
Materials and services (11,944) (12,581) (12,127) (12,439) (12,657) (12,973) (13,298) (13,630) (13,971) (14,321) (14,615)
Trust funds and deposits repaid - - - - - - - - - - -
Other payments (281) (304) (596) (589) (606) (622) (639) (657) (675) (694) (712)
Net cash provided by/(used in) operating activities 16,405 8,150 9,456 8,344 9,018 8,817 8,827 9,185 9,338 9,359 9,664
Cash flows from investing activities
Payments for property, infrastructure, plant and equipment (11,905) (16,202) (16,847) (8,004) (7,734) (8,114) (7,686) (9,290) (8,595) (9,765) (10,050)
Proceeds from sale of property, infrastructure, plant and equipment 187 698 183 157 200 219 250 250 250 250 250
Payments for investment property - - - - - - - - - - -
Proceeds from investment property - - - - - - - - - - -
Payments for intangible assets - - - - - - - - - - -
Proceeds from intangible assets - - - - - - - - - - -
Payments for investments - - - - - - - - - - -
Proceeds frominvestments - - - - - - - - - - -
Loan and advances made = = o = = = o = = = o
Repayments of loans and advances - - - - - - - - - - -
Net cash provided by/(used in) investing activities (11,718) (15,504) (16,664) (7,847) (7,534) (7,895) (7,436) (9,040) (8,345) (9,515) (9,800)
Cash flows from financing activities
Finance costs (23) (20) (110) (99) (88) (80) (73) (67) (61) (54) (47)
Proceeds from borrow ings - 5,000 - - - - - - - - -
Repayment of borrow ings (136) (81) (385) (391) (396) (307) (313) (319) (326) (332) (339)
Net cash provided by/(used in) financing activities (159) 4,899 (495) (490) (484) (386) (386) (386) (386) (386) (386)
Net increase/(decrease) in cash & cash equivalents 4,528 (2,455) (7,703) 8 1,000 536 1,005 (241) 606 (542) (522)
Cash and cash equivalents at the beginning of the financial year 10,616 15,144 12,689 4,987 4,994 5,995 6,531 7,536 7,295 7,901 7,359
Cash and cash equivalents at the end of the financial year 15,144 12,689 4,987 4,994 5,995 6,531 7,536 7,295 7,901 7,359 6,838
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10.5 Budgeted Statement of Capital Works

Figure 6: Capital Works

For the four years ending 30 June 2024 Forecast Actual Budget

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

Property
Land - - - - - - - - - - -
Land improvements - - 5,000 - - - - - - - -
Total land - - 5,000 - - - - - - - -
Buildings 1,157 978 1,407 534 440 100 67 321 102 479 1,050
Total buildings 1,157 978 1,407 534 440 100 67 321 102 479 1,050
Total property 1,157 978 6,407 534 440 100 67 321 102 479 1,050
Plant and equipment
Heritage plant and equipment - - - - - - - - - - -
Plant, machinery and equipment 1,337 1,262 904 1,148 752 1,316 1,102 919 919 919 919
Fixtures, fittings and furniture - - - - - - - - - - -
Computers and telecommunications 315 570 350 350 357 364 371 379 386 394 550
Library books - - - - - - - - - - -
Total plant and equipment 1,652 1,832 1,254 1,498 1,109 1,680 1,473 1,298 1,305 1,313 1,469
Infrastructure
Roads 5,629 6,613 5,015 3,491 3,507 3,713 3,733 5,318 4,893 4,878 3,878
Bridges 247 513 200 250 450 450 450 450 450 450 450
Footpaths and cyclew ays 293 378 600 347 131 368 208 126 233 255 417
Drainage 541 1,031 377 229 140 496 598 449 310 512 1,322
Recreational, leisure and community facilities 157 1,332 1,074 123 280 463 112 243 382 890 350
Waste management - - - - - - - - - - -
Parks, open space and streetscapes 1,147 2,827 388 804 974 106 346 240 139 100 200
Other infrastructure - - - - - - - - - - -
Total infrastructure 8,014 12,694 7,654 5,244 5,482 5,596 5,447 6,826 6,407 7,085 6,617
Total capital w orks expenditure 10,823 15,504 15,315 7,276 7,031 7,376 6,987 8,445 7,814 8,877 9,136
Represented by:
New asset expenditure 1,966 2,296 1,311 1,557 1,170 1,680 1,473 1,298 1,305 1,313 1,469
Asset renew al expenditure 6,974 9,559 11,339 4,196 4,331 4,052 4,327 6,062 5,410 5,766 5,667
Asset expansion expenditure 1,237 2,507 2,215 1,123 1,130 1,338 1,042 1,023 932 1,610 1,750
Asset upgrade expenditure 646 1,142 450 400 400 306 145 62 167 188 250
Total capital works 10,823 15,504 15,315 7,276 7,031 7,376 6,987 8,445 7,814 8,877 9,136
Funding sources represented by:
Grants 5,916 5,214 2,515 1,840 2,440 1,416 1,266 1,266 1,266 1,266 1,266
Contributions 492 - 305 314 324 333 343 354 364 375 386
Council Cash 4,415 10,290 7,495 5,122 4,267 5,627 5,378 6,825 6,184 7,236 7,484
Borrow ings - - 5,000 - - - - - - - -
Total capital works expenditure 10,823 15,504 15,315 7,276 7,031 7,376 6,987 8,445 7,814 8,877 9,136
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10.6 Budgeted Statement of Human Resources

Figure 7: Statement of Human Resources

For the four years ending 30 June 2024 Forecast Actual

Budget Strategic Resource Plan Projections

SRP2018

2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Staff expenditure
Employee costs - Operating - - - - - - - - - - -
Employee costs - Capital - - - S o S 3 S - - -
Total staff expenditure - S = = © o - - - - -
Staff numbers EFT EFT EFT EFT EFT EFT EFT EFT EFT EFT EFT
Employees 113 162 119 119 119 119 119 119 119 119 119
Total staff numbers 113 162 119 119 119 119 119 119 119 119 119
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11. APPENDIX C: RATING PRINCIPLES
(a) Sustainable financial management

The aggregate revenue raised by Council plus that received from grants needs to be
sufficient to cover the aggregate long-run cost of delivering the services provided
measured on an accrual-accounting basis. Sustainable financial management requires
the application of multi-year framework to financial management, asset management,
planning, spending and revenue decisions.

(b) Evaluating and setting priorities

Council is aware of and will have regard to the views of its communities with respect to
the priority areas for Council services. Council will heighten the communities
awareness of the short and long-term financial implications of potential service
priorities and key decisions, including trade-offs between service priorities.

(c) Core Functions

Council will continue to provide a full range of municipal goods and services in
accordance with its statutory and community service obligations.

Where Council engages in the provision of services, that resemble those of private
sector markets, the application of competitive neutrality principles requires

Council to aim to recover the full costs of a significant business activity, including the
direct costs of providing goods and services, rate and tax equivalent payments and a
commercial rate of return on investment.

(d) Identifying the cost of service delivery

Council will understand the cost of delivering its services as an acknowledgement that
this information is useful in determining the range of services, and the level of service
provision, and the corresponding structure for rates and charges.

(e) Prudent borrowings for infrastructure

Borrowings when undertaken prudently are an appropriate means for local government
to finance long lived infrastructure assets as the cost of servicing of debt through rates
or user charges enables the cost of the asset to be matched with the benefits from
consumption of the services over the life of the asset, thereby promoting
intergenerational equity.

(f) Rate setting and pricing of services

A single rate cap of 2.25% has been introduced for the 2018-2019 financial year by the
Victorian Government.

Rate capping delivers on a key election promise for a fairer rating system to help ease
cost of living pressures on Victorians. It is part of delivering value for communities and
provide fair, responsible and effective policies and processes for Victorian ratepayers.

Only the general rate and municipal charges part of a rates bill will be capped at 2%.
All other parts, such as waste charges and other fees and levies, remain uncapped.

Where infrastructure costs are directly attributable to individual property owners,
Council will recover those costs through the application of special charge schemes,
developer charges or contributions.
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Council will also take consideration of the community’s ability to pay as well as the
benefits derived from the provision of services.

(g) Openness and transparency

Council is accountable and responsible for the policy decisions with respect to the
range of services provided, the expenditure and delivery of the services and the way
services are funded and paid for by the community. Open and transparent processes
for decision making of Council include the making of information openly available to
people in the local community and seeking active participation by the community with
respect to choices regarding the range and level of services provided and how they are
funded.

(h) Providing services on behalf of other tiers of government

Effective interaction between Council and other tiers of government is important to
ensure delivery of some essential services to the community. Where Council enters
into the delivery of services on behalf of other tiers of government, the supply of these
services should be delivered on commercial terms based on the incremental cost to
Council. In situations where Council determines to provide subsidies for the delivery of
these services Council will make the costs transparent and inform the community about
the purpose and amount of the subsidy and how it is to be funded.
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