Long Term Financial Plan 2020-2030

Draft 2022/2023 Annual Review — Public Consultation

Background

The District Council of Tumby Bay Long Term Financial Plan was adopted by Council on 27"
February 2020 and reviewed in March 2022. The current review has been completed having
considered several significant changes in the financial landscape over the past twelve months
and new depreciation figures obtained for the majority of Council’s asset base.

Officers Comments

The review document has been completed in line with previous reviews with commentary
provided on changes to key assumptions and forecast financial ratios within the document.

Key items taken into consideration for this review have included: -
e Significantly high CPI forecast for the March 2023 (12-month comparison)
e Variations applied to expected General Rate increases
e Operating Surplus Ratio and long-term sustainability
e Asset Management Plan reviews for 2023
e Significant increase in depreciation from 21/22 to 22/23 of $441,000 (estimate)
e Several significant projects that have not been included in the plan at this time;
pending further detail on proposals and cost estimates: -

Dion Watson
Deputy CEO
January 2023

Tumby Bay Jetty Proposals

Tumby Bay Foreshore Seawall

Pumpa Street Remediation/Reconstruction

Salt Creek Crossing Upgrade

Tumby Bay Marina & Port Neill Boat Ramp Dredging
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PURPOSE OF THE LONG-TERM FINANCIAL PLAN

The Long-Term Financial Plan has been developed in accordance with the
requirements of the Local Government Act 1999, and forms part of Council’'s
Strategic planning documents.

The purpose of the plan is to measure the Council's capacity to achieve the
theme’s and strategies set out in the Strategic Plan, and to ensure that the
Council is adequately providing for Asset renewal as identified in the various
Asset Management Plans.

The plan also includes various financing options for a number of proposed new
capital works which have been identified in Council’'s Asset Management Plans.

The ten year plan has been set based on the premise that Council wishes to be
financially sustainable over the ten year period, and takes into consideration
Council’'s position in relation to the three key financial indicators adopted by
Council.
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ASSUMPTIONS
The following assumptions were used in the formulation of the Long-Term
Financial Plan: -

REVENUE

General Rates

General rate revenue has been increased by 1.8% more than the modelled
Local Government cost increases to ensure the long-term sustainability of the
Council, in doing this the Council will reach a point of sustainability mid-way
through the planning period. Proposed rate increases are detailed below:

Adopted Plan Review Three
2023/2026 3.8% Increase 2023/2026 9.5% Increase
2026/2030 3.8% Increase 2026/2030 3.5% Increase

The plan allows for modest growth in ratable properties over the ten-year
period.

Review Three — Comment

Having considered the current economic climate and recent CPI movements,
Council have re-set the CPIl assumptions in the plan to the following increases:
2023/2024 7.0%

2024/2025 4.0%

2025/2026  3.0%

2026/2030 2.5%

Due to continued cost pressures being experienced by Council and the urgent
need to address the trend of significant operating deficits, the following rate
increase have been included in the reviewed plan:

2023/2024 - CPI7.0% Rate Increase - 9.5% (Fixed Rise)

2024/2025 - CPI 4.0% Rate Increase - 9.5% (Fixed Rise)

2025/2026 - CPI 3.0% Rate Increase - 9.5% (Fixed Rise)

2026/2030 - CPI 2.5% Rate Increase - 3.5% (CPI + 1%)

The revised plan will enable Council to maintain its current level of services, as
well as reaching an acceptable operating position for 2025/2026 and beyond.

Other Revenues

Council also receives revenue from several other sources including statutory
charges, user charges, reimbursements and other revenues; these items have
been increased by the following amounts to mirror estimated Local Government
cost increases:

Adopted Plan Review Three

2023/2024 2.0% Increase 2023/2024 7.0% Increase
2024/2025 2.0% Increase 2024/2025 4.0% Increase
2025/2026 2.0% Increase 2025/2026 3.0% Increase
2026/2030 2.0% Increase 2026/2030 2.5% Increase

Review Three — Comment
Other income has been increased in line with the following CPIl assumptions: -
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2023/2024 - CPI 7.0% Other Income Increase - 7.0%
2024/2025 - CPl 4.0% Other Income Increase - 4.0%
2025/2026 - CPI 3.0% Other Income Increase - 3.0%
2026/2030 - CPIl 2.5% Other Income Increase - 2.5%

Operating Grants

Local Government Grants Commission general purpose grants have been
reduced by 3% annually based on recent advice from the Commission.

Local Government Grants Commission road grants and supplementary road
funding has been indexed at 2.0% for the life of the plan, however funding past
2021/2022 is yet to be confirmed for the supplementary component of this
funding.

Roads to Recovery grants have been included for the duration of the plan; with
the current funding program expiring in 2023/2024.

Review Three — Comment

Whilst included for the duration of the current plan, a federal commitment to the
continuation of the SA supplementary road grant funding past 2022/2023 is yet
to be confirmed.

Investment Income
Interest earned on investments has been calculated at an interest rate of 1%

over the period of the plan.

Review Three — Comment
Interest earned on investments has been revised for the remaining term.

2023/2025 3.0%
2026/2030 2.0%
EXPENDITURE
Operating Expenditure

Operating expenditure has been based on the following estimated Local
Government cost increases:

Adopted Plan Review Three

2023/2024 2.0% Increase 2023/2024 7.0% Increase
2024/2025 2.0% Increase 2024/2025 4.0% Increase
2025/2026 2.0% Increase 2025/2026 3.0% Increase
2026/2030 2.0% Increase 2026/2030 2.5% Increase

Review Three — Comment

Operating expenditure has been increased in line with the following CPI
assumptions: -

2023/2024 - CPI7.0% Other Income Increase - 7.0%

2024/2025 - CPl 4.0% Other Income Increase - 4.0%

2025/2026 - CPl 3.0% Other Income Increase - 3.0%

2027/2030 - CPIl 2.5% Other Income Increase - 2.5%
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Wages
In determining likely increases in annual wage payments the following items
have been taken into consideration:
e No Increase in Current Staffing
e Enterprise Bargaining Agreement
e Senior Staff Contracts
On this basis the following increases have been applied within the plan.

Adopted Plan Review Three

2023/2024 2.0% Increase 2023/2024 5.0% Increase
2024/2025 2.0% Increase 2024/2025 4.0% Increase
2025/2026 2.0% Increase 2025/2026 3.0% Increase
2026/2030 2.0% Increase 2026/2030 2.5% Increase

Review Three — Comment

Further refinement of staff structure and responsibilities within the
administration department have occurred over the past twelve months, and
funding approved for a Project Officer for a period of three years, these changes
and associated cost increases have been reflected in the reviewed plan.

Finance Charges

Finance Charges have been calculated at variable interest rates ranging from
4% to 6.75% over the period of the plan and may include both fixed term and
cash advance loan facilities with the LGFA.

Review Three — Comment

Council currently holds 7 fixed term loans with the LGFA:
Fixed terms vary between 5 years and 20 years

Fixed interest rates vary between 2.09% and 4.35%

Depreciation

Depreciation has been calculated using the ‘Straight Line Method’ based on the
Current Replacement Cost (CRC) of an asset and its expected life. In applying
depreciation amounts to the various assets CRC has been indexed in line with
anticipated asset revaluations to ensure depreciation rates are keeping pace
with the increased cost of asset provision and renewal. These rates therefore
vary from asset to asset — see chart below for details.

Adopted Plan

Year 23/24 24/25 25/26 26/27 27/28 28/29 29/30
Buildings 0.0% 00% 00% 104% 0.0% 0.0% 0.0%
Plant 20% 20% 20% 20% 20% 20% 2.0%
Infrastructure 0.0% 0.0% 6.1% 00% 0.0% 6.1% 0.0%
Review Two

Year 23/24 24/25 25/26 26/27 27/28 28/29 29/30
Buildings 0.0% 0.0% 0.0% 25.0% 0.0% 0.0% 0.0%
Plant 7.0% 4.0% 3.0% 25% 25% 25% 2.5%

Infrastructure 0.0% 0.0% 14.0% 0.0% 0.0% 7.7% 0.0%

Review Three — Comment
Depreciation on all assets is forecast to increase in line with CPI indexation.
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CAPITAL EXPENDITURE

Renewal

The Capital Renewal requirements as estimated in the Asset Management
Plans have been included in the Long-Term Financial Plan. The plan aims for
a 100% renewal program at the optimum time to ensure assets do not
deteriorate to a point where additional works are required. In the case of long-
lived assets such as CWMS, bridges and urban storm water systems, funds will
be set aside to offset future renewal programs.

New Assets

The plan includes the provision of new assets identified within the Council’s
Asset Management Plans. Due to the size and nature of these assets it is
envisaged that a combination of grant and loan funds along with accumulated
reserves will be utilized in their provision. Dependence on varying degrees of
grant funding may dictate at what time during this planning period these projects
are able to proceed.

Review Three — Comment

The following major assets projects will have been completed by 30 June 2023:
Bratten Bridge Upgrade

Graham Smelt Causeway Bridge Upgrade

TB CWMS Treatment Plant Upgrade

Sandbag Seawall adjacent Ritz Car Park

SELF FUNDED ACTIVITIES

Funding for the Tumby Bay and Port Neill Community Wastewater
Management Schemes has been included within the LTFP and includes future
asset renewal in line with Asset Management Plans. As per legislative
requirements any funds raised through service charges applied for the schemes
must be quarantined for future use within the scheme. These funds are
managed by Council through the provision of reserve accounts, with any excess
funds allocated to reserve and available for future asset renewals as required.

Review Three — Comment

The recently completed TB CWMS Treatment Plant Upgrade was funded through
the utilization of accumulated CWMS reserves and a capital contribution from
Downer Australia in their role as principal contractor for the Electranet HV
Transmission Line Upgrade Project.

LOAN BORROWING

Council enters this planning period with relatively few loan borrowings and with
a number of these loans in the category of self-servicing loans. It is envisaged
that new borrowings will be required to fund the replacement of the bridge on
the Graham Smelt Causeway and some items within the plant replacement
program.

Review Three — Comment

The following loan borrowings have been revised:
Graham Smelt Causeway Bridge Upgrade
Adopted Plan $1.62M over 15 Years
Review Three Actual $1.315M over 15 Years
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Major Plant Replacements
Adopted Plan $300K over 5 Years
Review Three Reserve Funds Utilised

FINANCIAL INDICATORS
South Australian Councils are required to use nationally consistent approach of
measuring their financial sustainability by using three key indicators:

e Operating Surplus Ratio

e Net Financial Liabilities Ratio

e Asset Renewal Funding Ratio

Operating Surplus Ratio
The operating surplus ratio is the operating surplus (deficit) expressed as a
percentage of total operating income.

“This indicator is by far the most important indicator for Councils. If a Council
consistently achieves a modest positive operating surplus ratio, and has
soundly based projections showing that it can continue to do so in the future,
having regard to asset management and its community’s service level needs,
then it is financially sustainable.” — LGA Financial Sustainability Paper 9.

The Local Government Association suggests Council’s should be targeting “To
achieve, on average, an operating surplus ratio of between 0% and 10%”.

In Council Policy 5.25 Revenue and Financing, Council has set itself a target to
achieve an operating break-even position, or better, over any five year period.
This LTFP provides Council the opportunity to reach this target in the final four
years of the planning period. (See Chart — Page 7)

Review Three — Comment

In considering this year’s review, Council has placed significant emphasis on
long term sustainability and responsible financial management. To achieve
these goals and consistently deliver a positive operating position it is proposed
that rates will be increased by 9.5% in the first three years and 1% above CPI for
the remaining term. These increases will enable Council to reach a sustainable
operating position for 2025/2026 and beyond. (See Chart — Page 9)

Net Financial Liabilities Ratio

The net financial liabilities ratio is calculated by expressing net financial
liabilities at the end of a financial year as a percentage of operating income for
the year.

“Net financial liabilities is a broader and more appropriate measure of
indebtedness than the level of borrowings, because it includes items such as
employee long-service leave entitlements and other amounts payable in future
as well as taking account of a Council’s cash holdings and invested monies” —
LGA Financial Sustainability Paper 9.

The Local Government Association suggests a Council’s net financial liabilities

ratio is between zero and 100% of total operating income, but possibly higher
in some circumstances.
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In Council Policy 5.24 Treasury, Council has set itself a limit of 100%. This
LTFP shows Council’s ratio peaking at 39% early in the planning period and
closing out in an asset positive position with a ratio of (39%), well below
Council’s accepted position. (See Chart — Page 8)

Review Three - Comment

The current review document shows Council’s ratio peaking at 19% in 2024/2025
and closing out in an asset positive position with a ratio of (68%), well below
Council’s accepted position. (See chart - Page 10)

Asset Renewal Funding Ratio

This ratio indicates the extent to which non-financial assets are being renewed
and replaced, compared with the asset renewal and replacement expenditure
identified as warranted in a Council’s infrastructure and asset management
plan’s (I8AMP’s). It is calculated by measuring capital expenditure on renewal
or replacement of assets for a period, divided by the optimal level of such
expenditure proposed in a Council’s I8AMP'’s.

“If capital expenditure on renewing or replacing existing assets is at a level
consistent with proposed or soundly prepared I&AMP’s that is based on long-
run affordable service levels, then it is likely that a Council is reasonably
optimizing timing of asset renewal activity. Any material underspending on
renewal and replacement over the medium term is likely to adversely impact on
the cost-effective achievement of preferred, affordable service levels and could
potentially undermine a Council’'s financial sustainability.” — LGA Financial
Sustainability Paper 9.

The Local Government Association suggests capital outlays on
renewing/replacing assets are greater than 90% but less than 110% of the level
proposed in the Infrastructure and Asset Management Plan’s (I&AMP’s). This
plan enables Council to maintain a ratio of 100% throughout the planning
period. (See Chart — Page 10)

Review Three — Comment
The current review document maintains a ratio of 100% throughout the planning

period. (See Chart — Page 11)

STRATEGIC PLAN

It is recognized that the Long-Term Financial Plan does not necessarily cover
off on all actions and activities mentioned in Council’s Strategic Plan, however
every endeavor has been made to include all information considered relevant
to the plan at this time. Future review of the plan will be carried out on an annual
basis.

The current plan includes the following major projects:
e Tumby Bay Township Master Plan Project
e Graham Smelt Causeway Bridge
e Tumby Bay CWMS Upgrade
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Review Three - Comment

The following projects included in the original plan were completed by 30 June
2022: -

Graham Smelt Causeway Bridge Upgrade

TB CWMS Treatment Plant Upgrade

In addition, Council has also completed the following capital projects: -
Bratten Bridge Upgrade — Grant Funded
Sandbag Seawall adjacent the Ritz Café carpark — Grant Funded

Due to financial limitations the proposed Tumby Bay Township Master Plan
Project has been removed from the revised plan.

ANALYSIS OF LONG-TERM FINANCIAL PLAN

Council has endeavored to approach the formulation of its Long-Term Financial
Plan with two clear objectives: sustainability of essential service delivery and
sound infrastructure management. However, in achieving this it is also
paramount that Council provides adequate funds within its “Future Projects
Reserve” to firstly safeguard against unexpected financial impacts; and
secondly, provide funding for future improvements within our communities.
Council strongly believes the LTFP provides a degree of certainty in both areas,
whilst maintaining an acceptable level of projected rate increases across the
plan.

Review Three — Comment
The current review continues to support the objectives detailed above and aims
to deliver a positive and sustainable operating position into the future.

FINANCIAL STATEMENTS

Review Three — Comment

The financial statements included at the back end of the plan have been modified
to better reflect the budget templates used by Council. (See Statements — Page
12)
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FINANCIAL CHARTS
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FINANCIAL CHARTS
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FINANCIAL CHARTS
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~ District Council of Tumby Bay ] N
- Future Projects Reserve 2020 - 2030

Year Deposits Withdrawn Balance
2022 /2023 $427,400 $1,308,200
2023 /2024 $681,890 $626,310
2024 / 2025 $893,840 -$267,530
2025 / 2026 $872,695 $605,165
2026 / 2027 $917,840 $1,523,005
2027 /2028 $1,027,401 $2,550,406
2028 / 2029 $1,375,410 $3,925,816
2029 /2030 $976,918 $4,902,734




District Council of Tumby Bay

Items_Adaéd to Review 3 - Draft

Project Year Estimates
Audit & Risk Committee Fees 2023/24 $12,000
ESCOSA Levy 2023/24 $12,500
Office Phone Upgrade 2023/24 $14,000
Downstairs Photocopier Replacement 2024/25 $11,000
LG Software Licence Fee Increase 2023/24 $21,000
Project Officer (3 Year Contact) 2023/24 $38,300
Conquest - Asset Management Plans 2023/24 $25,000
Strategic Plan Review 2023/24 $10,000
Community Events 2023/24 $12,500
Road Permit Approvals 2023/24 $40,000
Back-up Power Supply for Council Office 2023/24 $26,000




District Council of Tumby Bay
[tems not Included in Review 3 - Draft

Project

Tumby Bay Jetty Proposals

Dredging Tumby Bay Marina

Dredging Port Neill Boat Ramp

Reconstruction of Pumpa Street

Rotunda - Restoration/Architect Designs

Carpark Entrance Statement - Port Neill

Stormwater Remedial Works - Port Neill Caravan Park
Planning for potential new Commercial/Industrial Subdivision

Salt Creek Crossing Upgrade
Proceeds from sale of old Depot Land - 1 Block Remaining 7

RCLIP Phase 4 - Income and Expenditure

Estimates

Not Costed
Not Costed
Not Costed
Not Costed
Not Costed
Not Costed
Not Costed
Not Costed
Not Costed

TBC




District Council of Tumby Bay
~ Service Increases over the past 6 Years

I'he Tollowing Is a lIst o items that have generally resulted In an Increase in the [EVEl or Service provided to
ratepayers over the past six years. As Council is currently looking at a Long Term Financial Plan with
excessive operating deficits the list has been compiled to assist Elected Members in their understanding of
Council's longer term committments. The majority of the items on this list have resulted in additonal
depreciation, operating costs and future replacement costs.

Assets

Sealed walking trail - Tumby Bay foreshore

Port Neill foreshore upgrade

Extensive stormwater management system for Tumby Bay township

CWNMS treatment plant upgrade

3 new or upgraded walking trails - Tumby Bay

Several upgraded footpaths - Tumby Bay

New channel markers - Tumby Bay marina entrance

Graham Smelt Causeway upgrade

Bratten Bridge upgrade

Unsealed roads - Upgraded to higher classifications

Public Wi-Fi - Tumby Bay town centre

4 new solar systems

Several additional shade shelters

Sandbag seawall adjacent Ritz carpark

Mangrove boardwalk replacement

Causeway Upgrade - Ungarra/Cockaleechie Road

Increased seal width - Port Neill access road

Pioneer Tower

Township street lights purchased

Access Ramp for Tumby Bay Soldiers Memorial Hall

Pump track & skate park (Gifted)

Power Boat clubhouse (Gifted)

CCTV - Tumby Bay town centre (Gifted)

Hall sound system (Gifted)

Support

Community development - greater role of Council

Community events - greater role of Council

Economic development - Port proposals




