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1. PURPOSE OF THE LONG TERM FINANCIAL PLAN |

The Local Government Act (1995) states that one of Council’s roles is to maintain the viability of the Council by
ensuring that resources are managed in a responsible and accountable manner (Sections 3C 2a & 3D 2).

Although Council is ‘not for profit’ organisation, we need to have a profit to continue operations. This must be
considered in the context of the financial sustainability indicators being canvassed by the State Government.

Council works very hard managing short term financial results, but in the past has not looked very farinto the
future in a comprehensive way. This Plan expresses in financial terms the activities that Council propose to
undertake in not only the short term but also the medium and long term. It has been developed to assist in
the guidance of future strategies and to ensure that Council operates in a sustainable manner.

By preparing an (LTFP), Council will not only be able to see into the long term but will also have the ability to
determine whether service levels and community expectation are able to be funded. The result may require a
shiftin expectation and/or service levels in some areasof Council business. The (LTFP) has been prepared with
Asset Management Planning in mind (although there is the absence of a formal Asset Management Plan)
and more recently, extensive strategy development and planning work across the main service areas.

This LTFP represents a comprehensive approach to consolidate and integrate the various financial strategies of
Council. The development of the long term financial projections represent the output of several strategy areas,
which when combined, produce the financial direction of Council asshown below:
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OBJECTIVES OF THE LONG TERM FINANCIAL PLAN

2.1 Objectives

The key objective of this Plan is financial sustainability in the medium to long term, whilst achieving
Council’s Strategic Platforms as specified in the Council Plan and the Strategic Resource Plan.

The other objectives that this LTFPaims to achieve (not prioritised) are as follows:-
* improve onthe operating result from continuing operations
¢ maintain stable and predictable rate increases
* maintain aresponsible and sustainable asset management program
e ensure the continuation and effective deliver of essential community services

management of current and future liabilities; and
¢ provision of aframework to deliver a responsible financial budgets.

2.2 Sustainability

A financially sustainable Council can meet its funding requirements relative to the provision of
required services including maintenance, renewal and replacement of assets without imposing
excessive debt on current or future generations, and also without unplanned rate revenue increases.

A successful LTFP will predict Council's performance and position to improve not only infrastructure
levels but also standards without the need for unplanned increases to rates or reductions to
services. For the purposes of this strategy, financial stability is defined in the below diagram,
modelled essentially on a hierarchy of needs approach.

Medium Term Sustainability

+ Operating surplus achieved net of abnormal
items and capital funding

Critical, Short Term Sustainability

= ‘Working capital

= Cash hquidity
= Debt levels

Whilst Shire of Boddington is addressing its short term sustainability issues (in the budget 2016/17 and
for the next 3 years), it has major challenges in meeting asset renewal requirements on an annual
basis, modelling is required to determine the longterm impact for Council.
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3 LINKAGES TO THE COUNCIL PLAN

The Plan has been developed within an overall plannlng framework WhICh gwdes the Councul in
identifying community needs and aspirations over time. The long and medium term strategies are
identified through the Community Vision and Council Plan. Short term objectives are defined in the
Annual Budget, which is then assessed to ensure accountability is maintained (Audited Financial
Statements).

3.1 Stra’regic planning framework

The Strateglc Resource Plan, included in the Council PIan summarises the financial and non- fmanualn
impacts of the objectives and strategies, and determines the sustainability of those objectives and
strategies. The Annual Budget is then framed within the Strategic Resource Plan, taking into
account the activities and initiatives included in the Annual Budget which contribute to achieving the
strategic objectives specified in the Council Plan. The diagram below depicts the strategic planning
framework of Council.

PLANNING FRAMEWORK

I Community Plans J
g Co\r}};? :r? tty | el P I Other Plans -~ Community,
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o Statement Asset Management Plan | ?

Various Strategic Plans |
0 : i '.:._1.: A T
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a Finanmal Plan 4Y§a_|__'_rol:1|_r}g But{gt_a__t:s_ - Budgets % Oanita] &
=) T et e L : - Budgets
= / 0, i oy IR
10 Years 3to4 Years 1 Year

The timing of each component of the planning framework s critical to the successful achievement
of the planned outcomes. The Local Government Act states that the Council Plan, including the
Strategic Resource Plan, is required to be completed within a period of six months after each general
election or by the next June 30 (whichever is later). These documents are reviewed each year to
ensure that they remain relevant and focused on achieving Council's Long Term Strategy.

The ideal situation for the LTFP is where it becomes part the financial monitoring process whereby
making the budget or revised budget against which the Council can monitor and evaluate with
the ultimate aim that the LTFP establishes future budgets and aids in decision making and
strategic direction. The LTFP should not and will not be just regarded as a compliance “tick the
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box” fiasco that so often becomes the case.

3.2 Core business of Council

In preparing the Council Plan, the Council core business is identified below:

1-Leadership
Providing vision and leadership in planning for our community's longer term future,

2 - Provision of wellbeing services
Cost effectively providing for the basic needs of our communities.

3 - Planning for future needs
Anticipating and planning for demographic and economic shifts.

4 - Economic development
Supporting the growth and diversification of our economy, based on areas of competitive advantage.

5 - Providing quality infrastructure
Developing and maintaining both built and natural assets appropriate to community priorities.

6 - Financial stability
Planning and managing for long-term financial needs and keeping our rate payersinformed aboutthe financial

situation.

7 - Education and life-long learning
Advocating for better youth engagement and life-long learning outcomes.

8-Compliance
Ensuring we are compliant with alllegislative reporting requirements.

9-Regulation
Ensuring community compliance with local regulations.

10-Advocacy and partnerships
Collaborating internally and externally to achieve our region's goals.

Promoting the interests and position of our Council.

3.3 Reporting framework

Councils Key Direction Areas, are as follows:

1 -Economic development & tourism
To promote economic growth through the retention and development of agriculture and business, and the

Development and promotion of tourism.

2 -Leadership
Toprovide Shire of Boddington with strategic direction, representation and advocacy to promote good government,

Realisation of opportunities and to build confidence, pride and unity within the community.,

3 -Works & infrastructure
Infrastructure to be provided in an efficient manner that meets the needs of the community.

4 - Good management
Ensure best practice management of human, physical and financial resources.

5-Environment
To promote and enhance the natural and built environment for the enjoyment of future generations.

6 - Community services & recreation
To enhance the quality of life of all ages through the provision of community services and support of Community

organisations’.
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4 LONG TERM FINANCIAL PLAN INFLUENCES =

4.1 Plan process

Although the process is coordinated by the Finance Department, the project combined efforts from all
areas of Council.

Each of Council’s strategic documents and asset management plans were assessed by relevant staff to
identify actions contained in them, their timing and their cost. These are built into the LTFP along with
recurrent income and expenditure, based on historical data and known factors affecting future changes
(such as enterprise bargaining agreement parameters), legislative changes where relevant.

The base financial data used to calculate the LTFP excludes all extraordinary items such asone off grants.

Non recurrent income depicted in the plan for future years is shown only where it relates to new
initiatives. Abnormal Non recurrent grants in prior years are excluded from the plan.

It is noted that the (LTFP) isdynamic and will be updated on a rolling year by year basis once actual
results have been determined.

Forthis reason the focus of management is to use this LTF P and future refinements to establish alonger
term financial perspective in the delivery of affordable goods and services to our communities.

In preparing the Plan it has been necessary to make a number of assumptions about the internal and
external environment within which the Council operates. This section of the document highlights
the various numbers of external and internal issues that have had an impact on the development of
this Plan.

4.2  Snapshot of Shire of Boddington

The Shire of Boddington operates under the provisions of the Local Government Act 1995 (as
amended) and associated regulations and is the statutory organization, responsible to the ratepayers
and residents within the Shire.

4.2.1Shire Statistics
Population 2471

Distance from Perth 123 km
Number of Electors 1094
Number of Dwellings 798
Area 1,900 sq km
Length of Sealed Roads 105 km (excludes MRWA)
Length of Unsealed Roads 181 km (excludes MRWA)
Rates Levied 2014/15 $3,735 Million
Total Operating Revenue 2014/15 $7.525 Million
Total Capital Revenue 2014/15 $3.311 Million

Council Employees

32 Full Time Equivalent

10
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4.2.2 Facilities

Boddington Early Learning Centre
Boddington Health Centre
Boddington District High School
Community Library

Hospital

Old Police Station (refurbished for overnight accommodation) Boddington Caravan Park

Swimming Pool
Indoor Recreation Centre
Youth Centre

4.2.3 Local events/Tourist attractions

Lions Rodeo, Arts & Craft Exhibition & Street Parade first weekend in November

Picturesque Hotham River

Caravan Park situated on the scenic Hotham River
World’s longest overland cable driven conveyor belt

Community Markets

Australia Day Concert 26 January
Boddington Triathlon

Lion’s Weir and Fish Ladder

Bibbulmun Track

Tullis Walk Trail

Hotham Way Tourist Route

Quindanning Picnic Races Easter Saturday
Music Festival

4.2.4 Sporting groups

Triathlon Badminton
Cricket Cycling
Football Golf

Hockey Horse-riding
Netball Rifle Club
Stay on your feet exercise Swimming

4.2.5 Local Industries
Mining: Bauxite & Gold
Sheep
Cattle

Cereal Crops
Timber: Pine & Blue-gum Plantations

4.2.6 Community groups
Arts Council
Boddington Family Support Group
-Toy Library
Boddington River Action Group
Church Services
Community Club
Friends of the Reserves
Golden Oldies Men's Shed

Ranford Pool and River Walk
Fawcett Trail Tourist Route
Field of Quilts

Boddington Rural Living Expo

Basketball

Darts

Hash House Harriers
Lawn Bowls

Soccer

Tennis

Boddington Community Resource Centre
Book Club

Community Markets
Community Newsletter
Country Women’s Association
Garden Group

Home and Community Care

11
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Ladies Hospital Auxiliary Lions Club
P&C Playgroup
RSL State Emergency Service
St John Ambulance Youth Centre
Volunteer Fire Brigades: Hotham Williams Economic Development
Boddington Alliance (Marradong Country)
Crossman
Marradong
Quindanning

4.3 Workforce
The Council has a workforce of over 40 employees equating to an Effective Full Time (EFT) workforce of
32. The workforce is divided into four major categories with staff operating under the Executive,

Corporate, Infrastructure and Community Development services directories.

Items 4.4 and 45 highlight both the internal and external forces that have been taken into
consideration when developing the plan document.

4.4  External influences

In preparingthis LTFP a number of external influences have been takeninto consideration, because
they are likely to impact significantly on the services delivered by Council in the period.

These include but are not limited to:-
e Annual price index increase for funding of 2.0% applied throughout the plan of July 2019to

June 2029
e An increase to Grants Commission funding of 1.0% for the General Purposes Grant and 1.0%

to Local Roads funding;
e Ongoing commitment from the Federal Government's Roads to Recovery Program,

increasing by 2.0% in each round of the next 2 programs;
e Fringe Benefits Tax (FBT) - increase in costs associated with updated ATO
requirements

4.5 Internal influences

As well as external influences, there were also a number of internal influences that continually arise
and may have had asignificantimpact on setting the plan.

These include but are not limited to:-

e Council's operates under an Ward system for the payment of salaries and wages to
employees. For the purposes of the plan, wage escalation rates have been increased to

calculateat3%p.a.
» Ongoing loan repayments for existing loans and including new loans where relevant.

12
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S5 KEY ASSU'MPTIONS _ _ _
All financial estimates have been undertaken by using the 2019/20 Budget as base in Year 1 and
identifying any significant specific non recurrent funded projects, e.g. Supertowns, WANDRRA flood

relief.

The financial estimates in the plan therefore will not always have direct resemblance to the actuals in
the previous years. The Plan provides a retrospective look at the Shire of Boddington financials pre and
post Supertowns and flood impact. The concept of, ‘business as usual’, therefore has been used asthe base
to calculate this Plan. The accounting treatment of the Supertowns grant has been applied.

The plan has been established in the same context as the Annual Budget and is being presented as
commentary and graphs and a separate document that refers to the commentaries known as “Financial
Statements and Notes to the Long Term Financial Plan". The notes provide further detail where required
making comparatives easier to understand.

A1 Revenue

Area Increase Based on

Rate yield 2.0%|Rating Strategy

Recurrent grants 2.5%|Consumer price index and trending
Reimbursements & subsidies 2.5%|Consumer price index and trending
User fees & charges 2.5%|Consumer Price Index and trending
Interest earnings Variousjinterest projections

Profit & loss on sale of assets NiIINil

5.1.1 Rates & charges
Rates income is the amount which Council will receive asa result of raising rates and related
charges on properties each financial year.

Assumptions:
® Ratesareincreased by 1.7% in year 1 and then between 2-5% in Years 2-10 (refer to

the assumptions grid).

5.1.2 Operating grants
Operating grants include funding from government agencies such as Grants Commission and
Roads to Recovery.

The Grants Commission (WAGC) provides Council with two types of funding. These are General Revenue
Funding and Local Roads Funding. Both of these funding types have percentage increases each year
based on the total funding received by the WAGCand their complex allocation calculations.

Roads to Recovery is funding received to undertake works on local road construction and maintenance.
This is allocated at a rate per year and is usually required to be spent in that funding year. Council must
maintain funding contribution on road projects. This item has been budgeted based upon the

anticipated program costs.

Assumptions:
Grants Commission general purpose and roads grants are increased by 1.0% p.a. for the life of the plan.

Federal Government Roads to Recovery funding has been set in year 1 of the plan at the balance in the
last year of the current program, then a 2% increase in both the next rounds of programs.
All other recurrent related funding has been increased by 3% p.a.

13
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5.1.3 Non recurrent grants
Non recurrent grants include all monies received from the State, Federal and any other external sources
for the purpose of funding the specific projects.

5.1.4 Reimbursements & subsidies
Reimbursements include diesel fuel rebates from the Taxation Office, insurance rebates, Workcover
reimbursements and training reimbursements.

5.1.5 User fees & charges

User fees and charges include services where Council has the discretion to levy its resolved fee amount
or where fees are statutory in nature and prescribed by the Commonwealth or State Governments. This
area includes both Council defined user charges and statutory fees. The main sources of user charges are
rental from Council owned properties, and statutory fees levied under various Acts and their
Regulations, such as Health Act 1958, Planning & Environment Act 1987, Building Act 1993, the Country
Fire Authority Act 1958, and Domestic (Feral & Nuisance) Animals Act 1994.

Assumptions:
All other items including statutory and user fees have been increased by CPI.

5.1.6 Interest earnings

Interest earnings comprises interest earned from cash invested with financial institutions and interest
charged to ratepayers for rates in arrears. Interest has been projected at a base rate due to the
variability of interest rates set by the Reserve Bank, or by increases/decreases of cash inflows/outflows.

Assumptions:
o Interest on unpaid rates hasbeen held with no annual increase.

5.1.7 Profit & loss on sale of assets

The net loss or gain on disposal of assets relates to the sale of council assets and is usually associated with
fand, plant replacement, and building sales. It represents the difference between the amount received
for the sale or trade-in, as the case may be, compared to the carrying or book value of the item in
Council's asset register at the expected time of the sale. A conscious effort has been applied asto when,
what and how relative items will be disposed of. This is all linked to plant & vehicle replacement

programs.
Assumptions

. This item has been established using predicted market valuations on plant and fleet,
along with expected trade-in values within each year of replacement or sale.

14
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5.2  Expenditure

5.2.1 Salaries & wages
Salaries and wages include all employee expenses such as hourly wage, leave loading, annual leave and

long service leave.

Under the award structure employees are able to move through bands within their pay level eachyear
(for up to 4years). After calculating the average increase of band movement, an overall increase has

been applied.

The plan assumes that all permanent positions within the 2019/20 Budget as this will reflect reductions
made since formulating the original budget, will be maintained throughout the life of the plan and

no additional positions have been included or provided.

It is noted that the allocation of salaries and wages in the profit and loss relate only to operating
activities; not salaries and wages for capital works.

Assumptions:

* Salaries and wages have been capped ata 2% increase in 2019/20 and are exclusive of any fully
funded positions that may be created asa result of new grants.

5.2.2 Superannuation
This represents the amount payable on all employer Superannuation. It is based on a total percentage
of total salaries & wages, taking into consideration the statutory percentage and any other industry

contributions.

Assumptions:

Salaries and wages have been capped at a 2% increase in 2019/20 and are exclusive of any fully funded
positions and superannuation increases are tied to the same increases in salaries and wages.

5.2.3 WorkCover
This represents the amount payable on all employee Workcover insurance. It is based on a total
percentage of total salaries & wages, including superannuation. It is very difficult to predict the amount

that will belevied asit is based on claims history and industry rates.

Assumptions:

e WorkCover has been increased by 2.0% aligned to expected increases in salaries and wages along
with allowance for any industry increases.
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5.3 Materials & contfracts

Materlals services & contractsincludeall expendlture incurred by Council in the dayto day operatmg
of the business that is not employee benefits or financial costs. It includes all non-capital maintenance
on Council equipment, consumables and the consumption of stock on non-capital projects,
payments to contractors for non-capital projects, and the costs of operating Council plant and

machinery.

Assumptions:

e Material & contracts have been increased by 1.0% in year 1 and then between 1 —3% in years

2-10.

54 Deprecratlon

Deprecratlon isan accountlng measure to assess the consumptlon of Council’s property, plant and
equipment assets, including infrastructure assets such asroads and drains in a given year. Historically
there is an increase in depreciation due to the addition of assets as a result of Council’s capital works
program and asset revaluation regime that will result in additional depreciation being charged against

those new or revalued assets.

The forecasted depreciation has been calculated in accordance with Council’s anticipated capital works
program. Historical data and economic trends such asthe MAV Local Government Cost Index Report and

CPI and also Council’s own asset management strategy have been included in assessing any future

revaluation movements.

Assumptions:

« Depreciation hasbeen increased by 2% p.a. to cater for asset revaluations and asset replacement.

5.5 Borrowing costs

This item refers to the interest expense incurred by Council due on borrowings ings and overdraft facilities.

The forecast for this item is in line with Council’s Borrowing Policy. Council does not expect to bein
overdraft during the 10 year period, and hence no interest on overdraft facilities is anticipated,

additionally no new loans have been incorporated into the plan,

Assumptions:
e Borrowing costs and loan repayments are in line with the current loan repayment program.

5.6 Utilities
Utilities are the expEn_sgaIloategfo'r_eiectrluty, gas, water telephone and the like from the
relevant authorities.

Assumptions:

e Utilities have been estimated to increase at 5% p.a.
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5.7 Other General assumptions
Currently the LTFP as presented includes opt}rr;Jr;-levels of service delivery in asset management and
strategic plans. The Plan includes a number of new initiatives that are considered projects that will bring

long term community benefits.

Currently the plan shows holding an accumulated cash surplus net of restrictions and after Reserve
movements of between $250k to $400k. Council has considered measures that have brought the plan
backinto asmall but manageable accumulated cash surplus position.

Options have included:

° No borrowings have been provided for major infrastructure projects
° Current rating strategy
. Service levels contained in current asset management plans

Service levels for day to day service delivery
New initiatives contained in the plan.

The pages that follow provide keyinformation aboutthe operating income and expenditure, capital works
programs, rating strategy, financial sustainability and key strategic activities of the Council.

The graphs presented below show trends over a number of financial years. The years are marked with
letters to indicate actual results (A), revised budget for the current year (RB)and forward estimates in the

plan (P).
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6 THE PLAN IN FINANCIAL TERMS

6.1 Rates
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Note: Council's Rates & Charges, as per the operating revenue section in year 1 of the plan, is $4.6M, and
based on the accumulated annual increase are planned to go to $6.2M.

A suitable guide as to acceptable rate yield is to cover employee costs, as can be seen in the first
year of plan employee costs as a % to rates income is 60% reducing to 58% in year 10.This augers
well for financial sustainability, a strategy reducing staffing costs in 2013/14 has brought the level
back to a stable level refer graph below.
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Council should be cautious of allowing the rate income to fall below employee costs, the plan
addresses this.

There was a 40% increase to general rate yield (income) in 2010/11, almost entirely due to increased
rates charges for Newmont Gold, which is considered extremely abnormal. The plan assumes a steady rate
increase of 5% in line with the LGCI (Local Government Construction Index), each yearin the plan.

Rates Yield increase % Per annum
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6.2  Operating result

The expected operating result for the 2019/20 year is a deficit of $873k, compared to a projected deficit of
$597k in 2018/19. This is primarily caused by the significant increase in depreciation as a consequence of
constantly revaluing assets, more particularly longer lived infrastructure and road assets, more

particularly since 2017/18 (Refer to graph below).

Operating result

2,500,000

2,000,000 - : . .
1,500,000 —— — = — - . . "
1,000,000 ; [

500,000

v L%
T CEEEREEEEEEERRR R
S Q‘C:‘ Q,w"'\ } i‘h 7 S d & d

19



SHIRE OF BODDINGTON
LONG TERM FINANCIAL PLAN 2018/19 to 2028/29

6.3 Cash movemem‘s from annual financial activities & Unrestricted Cash

For this purpose the cash surplus/(deflut) for each year of financial activities represents the
yearly result excluding any carry forward positions, surplus cash result means that the yearly
activities are not leaking cash in either the past or planned in the future.

The results shown in year 2014/15 is predominantly funded by restricted cash, which is not
included when determining the operating result. Over the latter 10 year plan period the result
is basically holding an accumulated surplus of $300k.In the latter years as the principal and
interest repayments of loans reduce larger allocations are placed into new initiatives as shown
in the Capex Plan. As is indicated in the graph there is a gradual movement to a cash surplus
over the 10 year period of the plan. The desired position is a break even scenario.
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The graph shows that Council had very little unrestricted cash from 2010/11 onwards culminating
in significant negative cash in both 2012/13 and 2013/14 meaning that we were spending beyond
our means. This has been reduced substantially in 2014/15 with a $0.5M positive turnaround. As
expected unrestricted cash turned positive in 2015/16 mainly due to reduction of costs in both
operating and Council funded capital expenditure, neither of which is sustainable. The plan shows
unrestricted cash holding at approximately $250-300k each year, culminating in an unrestricted

cash balance of almost $300k at year 10. (refer table above).
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6.4 Capital works

The plan has $26.8M of capital works over the 10 year period to 20285/29, however this is
distorted by the high level of capital expenditure undertaken in 2019/20 and planned in 2017/18
has significant external funding mainly from reserves and restricted funds held over the last few
years. The plan assumes that capital outlay is based on asset management plans and where
possible but still to deliver an annual yearly surplus from activities. The plan also assumes no new
assets will be delivered. If Council wishes to include such assets, they will be identified as Strategic
Capital expenditure and will require Council to identify funding elements whether they be external,
internal from retained unrestricted cash, reserves or borrowings.

Capital Expenditure
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6.5 Reserves

Reserve balances within the plan are expected to move from $4.3M in year 2019/20 to $1.7M in
year 10 of the plan. There are no planned expenditures to be funded from Reserves within the
plan, this requires a funding decision of Council through either the budget process or the
formulation of the Long Term Financial Plan. It would appear in the past that the practice was to
create Reserves to hold some restricted funds but not all. The plan assumes a normal amount of
reserves which is to be held for future projects, this balance is more sustainable and eliminates

volatility that occurs with unspent grants.

Reserve Balances
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7.1 Totdl revenue

Total Revenue
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The total revenue includes recurrent and non-recurrent, (capital) sources of income. Total
revenue for the LTFP shows revenue in year 1 of $8.4M increasing to $9.2M in year 10. The
accumulative operating revenue over the 10 year period is $81.2M or an average of just over
$8.1M each year. The graph above also shows that significant grant funding associated with
Supertowns, the Recreation centre, independent care living project and the mainstreet upgrade
coupled with significant asset sales in the earlier years. The revenue included in the plan only
provides basic ongoing funding, this provides easily understandable trend lines and analysis. Any
new funding associated with new projects or infrastructure will be disclosed as Strategic.

7.2 Total operating revenue

Operating Revenue
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Operating revenue is where sources of revenueare recurringin nature, or will be funding abnormal
operating expenditures. Operating revenue will take the form of grants, rates and associated charges, user
fees and charges, and interest on investments. Operating revenue contained in the LTFP shows
revenue in year 1 of $6.6M increasing to $8.8M in year 10. The accumulative operating revenue
over the 10 year period is $75.8M or an average of just over $7.6M each year. Much the same
comments on funding for once off projects in prior years is relevant.
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7.3 Total capital revenue

Non - recurrent or capital revenue is where sources of revenue are not recurring in nature and is
only associated with specific capital expenditures/ projects that have finite time frames. Council
has received significant grant funding in the past that is considered as unusual. The plan assumes
consolidation rather than unexpected growth in capital funding as the past is no precursor to the
future. Any funding associated with special projects or new infrastructure will be regarded as

strategic.

Capital Revenue
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Capital revenue contained in the LTFP shows revenue in year 1 of $1.9M decreasing to $400k in
year 10. The accumulative capital revenue over the 10 year period is $5.4M or an average of
just over $0.5M each year. The only capital revenue included is Roads to Recovery, Regional
Roads, Mainroads Bridge replacement and other roads related funding.

7.4 Rates revenue

It is proposed that average rate income be increased by 3% throughout the plan. Rates income
in year 1 will be $4.6M growing to $6.2M in year 10, the average over the plan period is $5.4M.
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7.5 Operating grants normal and abnormal

Operating Grants include all monies received from State and Federal governménts that are
considered as continuous funding for the delivery of Council’s services to ratepayers of an
operating nature. For the purpose of the plan and due to the volatility abnormal operating grants
have been separated (refer graph).

Operating Grants normal
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Normal or recurring operating grants and subsidies revenue contained in the LTFP shows revenue
in year 1 of $550k increasing to $670k in year 10. The accumulative operating revenue over the 10
year period is $6.0M or an average of just over $600k each year. Of note is that Council received
prepaid WAGC grants in the year 2018/19 and is only budgeting for the balance only in 2019/20.
The plan assumes no prepaid grants from beyond year 1.

All recurrent grants are planned to increase by 1% per annum.

Operating Grants abnormal
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The plan assumes no abnormal operating grants, these will be dealt with (if included) as Strategic
income items. The graph clearly shows the significant Supertowns funding received in 2011/12.
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7.6  Capital Grants

Capital Revenue
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Capital grants include all monies received from State, Federal governments and other
external parties identified for the purpose of funding specific projects, and maybe related
to new initiatives projects. The plan does not contain any new initiative grant funding,
other than for new initiative capital projects in Year 1. Capital grants contained in the LTFP
shows revenue in year 1 of $1.9M decreasing to $400k in year 10. The accumulative
capital revenue over the 10 year period is $5.4M or an average of just over $540k each
year. The only capital revenue included is Roads to Recovery, Regional Roads, Mainroads
Bridge replacement and other roads related funding.

7.7 Other Revenue

Other Revenue
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Other revenue includes reimbursements from diesel fuel rebates from the Australian Taxation
Office, insurance rebates and claim reimbursements, Workcover reimbursements, and training
reimbursements in addition to funds received from the community and other external parties and
land sales. There is no expectation for selling land within the plan. Reimbursements are planned
to increase from $51k in year 1 to $65k in year 10.
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7.8 User charges & statutory fees
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Statutory charges are levied under various Acts and Regulations, such as the Health, Planning,
Building, Fire and Animals Acts. Increases in statutory fees are made in accordance with legislative
requirements. Most other fees and charges have been planned to increase by 2% annually.
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Council has many varied sources of user charges. The main sources of income are from Childcare
services (beginning in 2013/14 with commensurate increases in operating expenditure), waste
services and leases. The plan has income of $14.4M with an average of $1.4M per annum.
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7.9 Interest earned

Interest is received for rate arrears, the investment of Council funds, Reserves and restricted
grants. It is recognized that earnings from restricted grants and reserves is ultimately included into
the projects where legally required but this is a funding issue from retained earnings. Council's rate
arrears have been reducing consistently over the years, so it is anticipated that interest on rate
arrears will be similar for the life of the plan.

Interest Earnings
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The plan shows income of $920k with an average of $90k per annum.

It is anticipated that Council will have significantly lower cash on hand at the beginning of year 1
than was the case during the prior years due to the receipt of unspent loans and conditional
grants, coupled with lower interest rates.
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7.10 Revenue by Type

Revenue by Type

m Rates E Operating Grants (Recurring) # Operating Grants (Once offs}

m User Charges & Statutory Fees M Interest Earnings 8 Other Revenue
The pie chart on the previous page shows revenue type %'s over the 10 years of the LTFP showing

rating income comprising 68% of total revenue, followed by User charges of 18%, Operating grants
(recurring) of 10%, the rest are only minor in comparison.
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8  Operating expenditure

Operating Expenditure
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Operating expenditure for the LTFP shows an amount of $7.5M in year 1, increasing to $9.6M in

year 10. The accumulative operating expenditure over the 10 year period is $83.4M with an
average of just over $8M per annum.

8.1.1 Employee costs
Employee costs include labour related expenditure such as salaries and wages, superannuation,

training costs and uniform and protective clothing. It does not include labour related to capital

works projects.

The plan allows for existing budgeted positions as defined in the 2017/18 budget and an increase
of 3% has been applied. Employee costs will go from $2.7M in year 1 of the plan to $3.7M in year
10 of the plan. It is noted that Council undertook childcare activities in 2013/14. It is recognized
that savings have been made since 2014/15 as a consequence of reduced staffing levels, although
this decline cannot be ongoing. Employee costs as a will sit around 55% on average throughout the

plan.
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8.1.2  Materials, services & contracts

Materials and services include the purchase of goods and services from contractors/external
parties in respect of operating activities. They relate to operating expenditure only and do not

include any outlays with Capital expenditures.
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As the LTFP shows there was significant operating expenditure for this line item in the years
2011/12 to 2014/15, mainly due to restricted grant funding, especially Supertowns Water to
Ranford. This expense appears extremely volatile with significant fluctuations.
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For a more detailed listing refer to the schedule below.
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The listing above attempts to provide more information under this line item of expenditure but
can be distorted in the earlier years based on expense allocation protocol, but is consistent in
2013/14 to year 10 of the plan. It shows considerable restraint and savings in expenditure in
2015/16 that to some extent that level cannot be sustained.

The plan outlines that cost under this category considered as normal costs will go from $1.8M in
year 1 of the plan to $2.2M in year 10 of the plan. Costs over the 10 years of the LTFP will be
$19.7M, resulting in a $2M average per annum getting back to pre Supertown levels.

The plan also shows that over the period 2010/11 to 2015/16 Council had received almost $1.5M
in external operating funds mainly associated with Supertowns and storm relief. It is not expected
within this plan that these items will occur again.
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8.1.3 Depreciation

Depreciation is an accounting measure to assess the usage of Council’s property, plant and
equipment - including infrastructure assets such as roads and drains, in a given year. Assets have
a rate of depreciation attached to them. That rate represents the useful life of the asset, as
determined by the manager responsible for the asset. For example, an item of plant with a useful
life of 5 years has a deprecation rate of 20%.

Depreciation is required under Australian Accounting Standards to be re-assessed each year and
where necessary adjusted to accurately represent the pattern of consumption of Council's assets.

Depreciation
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Depreciation is a non-cash line item that adds pressure to Council’s financial sustainability as it is
included when determining the operating result. Council will have to assess the reality of its
depreciation expense in the future years, especially in light of the significant increases applied as
a result of revaluation to fair value.

8.1.4 Interest expense

Interest expense relates to interest charged by financial institutions on borrowed funds. Currently
Council loans have an outstanding balance of $2.3M. The plan assumes new loans in the first year
only and the interest applied within the plan is based on the schedule of repayments associated
with each loan. As the loans age, and the balances of the loans reduce, the amount of interest
incurred against the loans will reduce while the amount of principal applied to each repayment
will increase.

Interest Expense

180,000
160,000 -
140,000 _
120,000
100,000
80,000
60,000
40,000
20,000
3 \'\-"v X S 0 P A q}\@

'N
AN ,\9 ,1(5» -2

v g g ’»
-f:‘"" q\\" S DY AR AR BT

)

32



SHIRE OF BODDINGTON
LONG TERM FINANCIAL PLAN 2018/19 to 2028/29

Loan funding for local government is a low cost way of funding infrastructure this should be
considered in the future, especially as the application of inter- generational equity is applied,
especially for long lived community assets such as recreation and leisure facilities. Interest expense
in the plan in Year 1 is almost $89k and at year 10 it will reduce to below $20k.

8.1.5 Utility expenses
Utility expenses relate to water, electricity, gas and rates for Council owned or controlled land and

buildings. The increase provided in the plan is 5% annually. Included in Year 1 is an increase in
these costs in respect of the newly operating Recreation Centre.

Utility expenses
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8.1.6 Other expenses
Other expenses relate to advertising, Councilor remuneration, Councilor expenses, donations to

Community groups and Fringe Benefits Tax.

Other Expenses
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8.1.7 Insurance costs _
Insurance costs relate to all insurance related costs within Council, which includes Workers

compensation insurance. Insurance expense relate to the cost to council insuring all of its assets,
public liability insurance and professional indemnity insurance. As can be seen there has been a
significant savings in this category in 2015/16. There has been an increase of 3.5% applied to the LTFP.

Insurance Costs
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8.1.8 Total Operating expenditure by type %

Operating expenditure by Nature Type

m Employee Costs B Materials & Contracts m Utility Charges m Depreciation

i Interest Expense m Insurances m Other Expenditure

The pie chart above shows the expenditure type %’s over the 10 years of the LTFP showing
employee costs comprising 39% of total operating expenditure, followed by materials &
contracts with 24%, depreciation 24%, utilities account for 6%, the rest are only minor in
comparison.
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9 ANALYSIS OF CAPITAL BUDGET _

This section of the report analyses the planned capital expenditure.

2.1  Total capital works

The plan has $22.9M of capital works over the 10 year period, making an average of $2.3 M per
annum. Capital expenditure however is distorted by the high level of capital expenditure
undertaken in the earlier years, namely 2010/11 to 2015/16, which had significant external funding
mainly from restricted grant funding, loans and reserves, held over the last few years

Capital Expenditure
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The plan provides for new intiative capital expenditure of $5.5M, that in the first 4 years ($3.9M)
is based on the Strategic Community Plan requirements, then the plan provides for new initiative
discretionary funding, mainly provided through accumulated financial savings and the release of
funds available as the level of principal and interest on loans diminishes in the latter years of the

plan.
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9.2 Roads infrastructure

Road Infrastructure
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The plan provides for $6.6M to be spent on road associated infrastructure at an average of $660k
per year, including $3.1M over the plan for the reseal and unsealed roads re-sheet programs.

9.3  Bridges, Drainage & Footpaths
The plan provides for $2.2M on road associated infrastructure at an average of $220k per year,
past levels do not give true trending analysis.

Bridges, Drainage & Footpaths
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9.4  Council owned plant and motor vehicles

Council Plant & Vehicles
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The estimates provided in the LTFP have been based on estimates provided by the Manager of
Works. To provide more accuracy Council is currently working on a 10 year replacement program.
This will determine optimum asset life expectancy and predicting best value time of replacement.
The plan shows virtually no expenditure in 2014/15 to 2015/16 and a catch up required in years 2
to 10 of the plan. The plan provides for $3.1M to be spent on plant and motor vehicles at an
average of $310k per year. This could be modified once a plant management plan has been

provided.
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9.5 Land & Buildings

Buildings New
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The plan does not provide any funds for new buildings, other than those already on the go or
provided for in the form of a policy (staff housing). As shown the focus since 2010/11 had been on
new buildings funded by reserves, external grants or loans. This is not to say that Council cannot
plan for new structures in the LTFP but any projects will need funding sources identified, and the
funding and commensurate expenditure will be reflected as Strategic.

The plan provides funds for the capital upkeep of older buildings. As is shown, these have been
somewhat dormant in terms of funding over the last few years. This is not desirable on a
continuous basis as the buildings will deteriorate quickly and require significant funding to
preserve or even may have to be decommissioned lessening service delivery to the community.
The LTFP provide $1.5M over the 10 year period or $150k average.

Buidlings old

300,000
250,000 - - . . - -
150,000 . :
100,000 — = s R el ; - —
50,000
Al _
Q\N""h,\‘»"" ,\'\'»"’VB.;»\“”& '*vbﬁjQ’\?’@gwb{;\()i‘\*&@%@oﬂﬂg&&? ,{»\'ﬂ' @j}q”b&oﬂb ,15;.\{)0{,\"’(0 &Q)\{‘ 6;\\"’%6.,31\'\?’
IRt g L R A S A ol S . R

37



SHIRE OF BODDINGTON
LONG TERM FINANCIAL PLAN 2018/19 to 2028/29

9.6 Information technology

The plan provides for $0.4M to be spent on computer equipment and capitalized software
resulting in an average of $40k each year.

Iinformation Technology
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9.7 Infrastructure Other

Other infrastructure
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The plan provides for SOk to be spent on infrastructure other. It is expected that Council will avail
itself of any funding opportunities as they emerge.

2.8 Waste services

Waste services
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The plan provides for $10k to be spent on waste infrastructure. This includes all other asset types

associated with the waste site including buildings. This could be modified once an asset

management plan has been provided.
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9.9  Furniture and Equipment

Furniture & Office Equipment
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The plan provides for $150k to be spent on furniture and office equipment, resulting in average of
$15k each year. Of note is this asset type is significant expenditure in the prior years as asset fit
outs to the new administration building.

.10 Streetscape

Streetscape
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The plan provides for SOk to be spent on streetscape improvements to the main street in
Boddington, with $112k in the year prior to year 1, this project in the past was mainly funded
externally.

2.11 Ovals & Parks

Ovals, Parks & Cemeteries
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The plan provides for $880k to be spent on this asset type at an average of $88k per year. Items
included in this asset type would be pathways in parks, fencing, water fountains and playground

equipment.
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?.12 Total Capital expenditure by Asset Type LTFP

The pie chart shows the expenditure type %’s over the 10 years of the LTFP showing New Buildings
includes Recreation centre, visitors centre, independent living and staff housing replacement.
Roads 30%, New Initiatives 20%, Plant & Motor vehicles 15%, Bridges, Drainage and footpaths 10%,
other infrastructure (incl. Ranford water & replacement project) 10%. Capital expenditure on
existing buildings 7%, ovals and parks 4%, waste site and information technology all at 2% each.

The rest are only minor in comparison.
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© 10 RATING STRATEGY

10.1 Strategy development

In developing the Long Term Financial Plan, rates and charges were identified as an important
source of revenue, accounting for 69% of operating revenue throughout the plan. Like many other
rural municipalities, Council relies heavily on rate income and therefore planning for future rate
increases has been an important component of the Long Term Financial Plan process.

However, it has been necessary to balance the importance of rate revenue as a funding source
with community sensitivity to increases.

10.2 General rating principles

The following principles need to be applied when giving consideration to the rating strategy to be
adopted:

Council has the ability to review rates each year and will apply the principles of fairness and equity
to the development of that system. Council will capture new growth in the municipality so that the
total income derived from rates will increase as a result of new development.

The Best Practice Valuation System, incorporating a two year revaluation cycle, will result in a
redistribution of rating effort across different property types and areas of the municipality.

10.3 Rates income (Yield)

The LTFP operating position is predicted to be impacted by wages growth increases to fuel prices
and funding asset management. It will therefore be necessary to achieve future revenue growth
whilst containing costs in order to achieve financial stability.

4% rate increases have been factored into the plan.

10.4 Emergency Services Levy (ESL)

An Emergency Services Levy (ESL) applies to all private property owners —including persons and
organisations that do not currently pay council rates, such as churches, charities, private schools and RSL’s. A
number of Council properties will also be subject to the emergency services levy.

The ESL will be collected by Council on behalf of the State government. All funds collected from the ESL will
be paid direct to the State Government.

11 OTHER STRATEGIES
In developing the LTFP, strategies have also been considered for borrowings and reserves.

11.1 lLoans

The plan assumes that Council will not borrow any further funds at this time and will commit to
reducing the debt. New loans have been included in the first year only within the LTFP.

An optimum value of loans to sustain the debt service ratio KPI for the Council is approximately
S3M, as indicated in the ratios. Loan balances at the start of year 1in the plan are $2.0M, and are
planned to be $0.6M by year 10 of the plan.
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SHIRE of BODDINGTON

LOANS INFORMATION - LOAN BALANCES (AT EACH FINANCIAL YEAR-END)

Description 21718 © 201819 201920 - 2020021 2020122 202223 2023024 2024125 2025026 2026027 20228 2028120
Actual  Actual  Budget  Year2  Year3  Yeard  Year5 _ Year6 . Year7  Year§  Yeard  Yeard

T e T e ——

Loan 83 - Doctor's residence

Loan 99 - Aged Care Housing Devt.

Loan 100 - Child Care Centre 101543 83717 64728 44500 22,953

Loan 101 - Aged Care Housing De.

Loan 77 - Johnstone St. - Housing

Loan 91- Executive - Housing

Loan 94 - Pecan Place - Housing 179384 ] 164128| 147.872| 130.550| 112004| 92427 7472| 49143 25351

Loan 97 - Hill Street - Housing 181920 166448| 149.963| 13239 | 113679 93734 72483 49838 25710

Loan 81 - Refuse site

Loan 103 - Recreation Centre

Loan 92 - Vacant lot - Bannister R |

Loan 85 - Grader

Loan 86 - Tractor

L.oan 87 - Grader

Loan 107 - Recreation/Tourism : ! [TROD00Y  941920( 882715| 822,361| 760,8%| 698118 634185 569012 502,575 434,849

Loan 102 - Grader

Loan 105 - Administration Centre 428341 291,190| 148485

Loan 106 - Recreation Centre B58,688| ©504,860( 626888( 460672 300144| 317.227| 241839| 163,897| 83313

1| 2,504,737 2,183,068 | 1,862,297 | 1,528,955 | 1,336,987 | 1,137,573 | 954806 765453 569,224

DEBT COVERAGE RATIO

This shows capacity for Council to borrow in the latter years of the plan.
The accepted level of debt service ratio is equal to or greater than 2. Council’s debt ratio
accelerates each year from 3.95 in year 1 and 8.11 in year 10.

Yer2 — Yerd © Yead | Vw5 | Yewb | Yea? | Yead Yeard [Yeart0
02021 202122 20003 | 2024 202405 | 20006 | 20067 078 |20%8129

R Y O Ly |

42



SHIRE OF BODDINGTON
LONG TERM FINANCIAL PLAN 2018/19 to 2028/29

11.2 Reserves

In accordance with council resolutions in relation to each reserve account, the purpose for which
the funds are set aside are as follows:

Leave Reserve
- to be used to fund annual and long service leave requirements.

Plant Reserve
- to be used to purchase new or second-hand plant and equipment.

Building Reserve
- to be used for the construction of buildings.

Local Organisation Assistance Reserve
- to be used for the funding of local organisations projects as per Council policy.

Refuse Site Reserve
- to be used for the establishment and operation of the refuse site. All surplus income over

expenditure for Sanitation at the end of each financial year is transferred to this reserve.

Aged Housing Reserve
- to be used for future aged housing developments.

High School Resource Sharing Reserve
- to be used for the ongoing maintenance and reconstruction of the resources shared.

Council has entered a resource sharing agreement with the Education Department in relation
to the usage of Shire recreational facilities by the Boddington District High School (BDHS).
The agreement entails the transfer of a depreciation based calculation to reserve each year.

Swimming Pool Reserve
- this Reserve was established to assist in funding the ongoing upgrading and maintaining of the

swimming pool.

River Crossing Reserve
- this Reserve accumulates funds to allow the ongoing upgrading and refurbishment of river

crossings as decided by Council.

Recreation Reserve
- to be used to assist in funding the building of a new Recreation Centre in the future.

Unspent Loans Reserve
To provide a mechanism for restricting loan proceeds unspent for future expenditures, be it of an

Operating or capital nature. This forms part of restricted funds.

Prepaid Unconditional Grants Reserve
To provide a mechanism for identifying prepaid grants where the expenditure associated will
be incurred in the next financial year, these mainly consist of prepaid Financial Assistance Grants (F/

and local road grants.

Unspent Conditional Grants Reserve
To provide a mechanism for identifying conditional unspent grants where the expenditure associated

will be undertaken in future years, be it operating or capital in nature.
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11.3 RESERVES
RESERVE BALANCES

SHIRE of BODDINGTON

Lang Tarm Financial Plan 7018419 - 202872

Covh Resarves
T et ) Year10
% 2 Year 2 Plan|Year 3 Plan|Year 4 Plan|Years Pian| Year6 Plan| Year 7 Plan|Vear 8 Plan|Year 3 Plan Plan
Y i=e 5000+ Iﬂ-il $000s $000s $00s $000s £000s $000s $00s $000% $000s
Opening Baiance (0 (] o @3 i © © o ©)
Inlerest Allocation lo Resene [ 5) 0f- ol of- 0l ol 0]- 0l 0
Transterto Resene i - 7 = = - - - - ~
Trarsfer fom Resane = = - - - - - - -
Balance 30 June LT [ [1] [ 0 {0) {0y
Flant& Vehide ] '
Opening Balarios ' 223.7%8 116,258 114758 6,758 17,258 13.258 8,758
hleest Allocalion lo Resar| - - - - 3 - -
Trarsferto Resene 8 . ! 307.500 212,500 381,000 100,500 296,000 348000 373,000
anafer fom Resere 413,000 209,000, {504 000 {90,000 000 52500 205,000
Balance 30 June LA 116258 Iiﬁ._?ﬁ# 6,758 17,58 13,258 _!'475! 172,758 168,258 13,25
Buliding |
Opening Balance @ 321,077 21,07 32,077 21.077 321,077 321,077 321,077 31,017
hterest Miocation to Restre| - - = - = O = s -
Transfer to Resene N 221,077 - - - = - & £ =
Transfer fum Resens - - = - - - - - =
Balance 30 June . 321,077 321077 3077 3oy X077 321,077 321,077 321,017 321,077
Locsl Organisation Asistance . i
Gpening Balance 31711 31,711 N N 31,711 31714 371 N7 .71
terest Allocation to Resere] - - - - . - » . -
Transferto Resere
Transfer fum Reserns - - - - - - - - -
Balarce 30 June 31,711 31,711 31,711 M, 711 31711 71 31,711 I, 7 .11
Aged Housing
Openng Balance 0 634,035 634,035 634,035 635,035 &34,035 634 035 £34,035 634,035 63,035
hiterest Alkcaiion o Resare| = - = - 5 - = . -
Transferto Resene ) - - - = - - - - .
Trarsfer tom Resene ) - - - - - - = - -
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Refuse Site L
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Trans&etc Resene L - - - 5 - = & - N
Trarsfer Yo Resens ol el = = - - - £ - - . -
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High School Sharing R r ;
Opening Batance X - - - - . - - - .
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Transferio Resere
Trarater fom Resene
Balance 30 June e . = < - S v = - A
Putdic Open Space
Opening Balance 87,441 87441 87.441 87,441 87.441 87,441 87441 87.441 .41
Interest Aliocation to Reserva|| - - - 3 - = & - a
Transkr to Resene - - . - = - - - -
Trarsker fum Resene bl - - - - L = x - -
Balance 30 June = A4t ] 87,441 87441 7,441 87,441 87441 B7.441 87,441 87,441 87,444
River Cromsing
Cpenng Balance 720 46,915 46915 46,915 45,915 46915 46,915 48,915 45,915 4,915
nterest Miocation to Ress - - - - = E . - -
Transferto Reserve =] - = - = - - - -
Trans®r fom Resene el - a - . - - > > -
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12 FINANCIAL SUSTANABILITY INDICATORS : :

12.1 Current Ratio
A measure of a local government’s liquidity and its ability to meet its short term financial

obligations from unrestricted current assets

This ratio is measured by the formula — Current Assets (less restrictions)/ Current liabilities, and is

a determinant to financial liquidity.

Current Ratio

The ratio guideline is >=1. The Current ratio or otherwise known as the working capital ratio shows
a dramatic decrease in funds available to sustain the financial operations of the Council as early as
2011/12. It had gone from a healthy ratio in excess of 2 from the year before to a dangerously low
ratio of less than 0.25. This is even more alarming considering the asset sales proceeds from those
earlier years and significant increase in rates revenue of 40% in 2010/11. This shows that Council
was struggling with its liquidity position and spending beyond its means. Evident by the fact that
the working capital ratio was showing a worsening trend into 2013/14, however it has shown a
positive trend since, getting back to a healthier position in 2016/17. This trend continues

throughout the life of the plan.

12.3 Operating ratio/result
An indicator of the extent to which revenue raised not only covers operational expenses, but

also provides for capital funding

Operating Ratio
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The ratio guideline is to achieve an operating surplus with a positive operating ratio between 0 to
15%. An operating surplus is defined as Total Operating income (including capital income) less
operating expenses. Shire of Boddington achieved a moderate surplus in 2010/11 but a significant
surplus in 2011/12. The latter being caused by receiving Supertowns grant funds provided for an
operating project and not spent. Operating losses were booked in 2012/13 to 2015/16 as
expenditures were incurred on Supertowns projects. The LTFP shows an operating deficit each year,
this is mainly caused by the significant % of depreciation expense (29% of total expenditure) as a
result of more regular revaluation of assets, but in particular long lived assets being infrastructure
and road associated assets. There is a significant increase in depreciation expense it can have a
detrimental effect on the operating result, a problem that most country and regional Local
Governments are facing. AS more meaningful indicator would be the operating result excluding
depreciation expense and non operating (capital) income.

Operating result
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12.4 Own source revenue

An indicator of a local government’s ability to cover its costs through its own revenue efforts

Own Source Revenue
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The ratio guideline is between 40 - 60%, however the strategic indicator would be to at least maintain
a healthy ratio, as Local Governments have differing circumstances. The higher the ratio the less
dependent that the organization is to other external sources of income. As can be seen the own
revenue ratio was above 80% in 2010/11, dropping to around 50% in 2012/13 and steadily increasing.
The LTFP is holding at around 90%, therefore only relying on 10% of operating oncome from external

sources. This indicates very little reliance on external funds for operations.
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12.5Rates coverage ratio

Rates coverage
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The ratio guideline is >=40%. The rates coverage ratio is defined as Rates income divided by Total
Operating expenditure. This indicator shows that the Shire of Boddington has relied heavily on rates as
a source of income. In 2010/11 it was at almost 70% dropping to approximately 50% in 2013/14 and
then steadily on the increase and holding at between 60 to 75% throughout the LTFP.

12.6 Debt coverage ratio
An indicator of a local government’s ability to generate sufficient cash to cover its debt payments

Debt Service
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The ratio guideline is >=2. The debt service ratio is defined as Operating Surplus before Depreciation &
Interest (OSBID) over Loan principal and interest payments. This indicator shows that the Shire of
Boddington had a healthy debt service ratio of 6 in 2010/11 leaping up to 10 in 2011/12,
(predominantly due to unspent receipt grant income in respect of Supertowns. The ratio has
continually decreased to the point that the ratio fell below the loaning criteria guideline of 2 in 2014/15
and is back on a healthy track increasing gradually to a high of above 8 in year 10 of the LTFP. This is

due to the fact that no new loans are provided for in the LTFP.

It is emphasized that loans can be a low cost source of funding and a tool to derive inter-gerierational
equity. The LTFP demonstrates that Council has the capacity to borrow, especially in the latter years.
A good strategy is to develop a loan balance ceiling policy.
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12.7 Asset Susfainabili‘ry Ratio

An indicator of the extent to which assets managed by a local government are being renewed
or replaced as they reach the end of their useful lives

Asset Sustainability Ratio
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The ratio guideline is =1. The asset sustainability ratio is defined as capital expenditure renewal
over depreciation expense. This indicator shows that the Shire of Boddington had a high ratio in
2010/11 and 2011/12 but dropped dramatically in 2014/15 through to 2015/16 as a result of the
necessary cost reduction strategy. This shows also that the Shire have been spending significantly
on new assets, with commensurate funding. The Shire of Boddington must get back to at least a
ratio of 80% as assets will deteriorate very quickly thus affecting service levels. The required ratio
is being delivered in the LTFP. It is emphasized that currently we do not have a formal asset
management plan. This ratio will drop as depreciation expense increases which is a legacy of
continual revaluation of fixed assets, the real test is in determining real rates of depreciation based
on asset consumption. There is also the added complexity of new assets, this balance of renewal
versus new is a fine line and one that all LG’s are struggling to come to terms with.
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12.8 Financial Sustainability Indicator Analysis

Iocal governments typicz;I-l\} manage a large inventory of assets. Thg\;‘are asset rich and income
poor. Local government infrastructure and assets are the essential foundation for community
service delivery and sustainability, so it's of critical importance that they are subject to skilful long
term financial planning and management. Financial sustainability means maintaining assets and
delivering services at levels that satisfy the community while respecting principles of inter-
generational equity. It’s unlikely that a local government will have the resources to fully satisfy the
demands of the community. Proposed asset acquisitions can involve making hard choices between
the assets and services that are “essential” to the community and those that are “nice to have”.

Managing a large stock of long-lived assets, as local governments do, demands long term financial
planning. Numerous reports and inquiries into local government sustainability have shown that

short term financial planning probably won’t be good enough.

For a local government to be financially sustainable, it needs to be able to maintain the condition
of its infrastructure and non-current assets at predetermined levels in order to deliver services to
the community over the longer term. The consumption of assets should not exceed asset renewal
or replacement based on Fair Value. Investment in new assets when existing assets are not being

maintained adequately should be avoided.

Financial indicators of themselves do not give a true reflection on their own, they must be
considered as a combination for them to provide a more accurate financial position. The
indicators outlined in the LTFP are a combination of those used in Western Australia and other
states, they are considered as best practice when managing and monitoring financial and asset

management responsibilities.

Local governments typically manage a large inventory of assets. They are asset rich and income
poor. Local government infrastructure and assets are the essential foundation for community
service delivery and sustainability, so it’s of critical importance that they are subject to skilful long
term financial planning and management. Financial sustainability means maintaining assets and
delivering services at levels that satisfy the community while respecting principles of inter-

generational equity.

Managing a large stock of long-lived assets, as local governments do, demands long term financial
planning. Numerous reports and inquiries into local government sustainability have shown that

short term financial planning probably won’t be good enough.

It’s unlikely that a local government will have the resources to fully satisfy the demands of the
community. Proposed asset acquisitions can involve making hard choices between the assets and
services that are “essential” to the community and those that are “nice to have”.

What they show historically is that the Shire of Boddington had a healthy current ratio, reasonable
debt coverage ratio but small unrestricted cash balances. This was all in a time of significant rate
revenue compared to prior years and substantial asset sales. Over the next 2 to 3 years, things got
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horribly worse, unrestricted cash dropped into the negative, asset purchases increased
dramatically, current ratio fell below 1, capital expenditure on renewal fell, capital expenditure on
new assets increased substantially (with tommensurate revenue in most cases) and the debt ratio
climbed. This combination did not auger well for financial stability. All of this was all distorted by
the receipt of Supertowns funding.

A significant cost reduction strategy was undertaken in 201314 to 2015/16 that is showing results,
however the cost of such program meant that asset renewal is dangerously low, if continued this
is not a good thing as the assets will deteriorate quite quickly

Recently and by within the LTFP most of these issues are improving. We must learn from the past
and use it as a guide to the future, financial consolidation is the objective within this plan.
Achievement is incremental.
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APPENDIX 1 ASSUMPTIONS

SHIRE of BODDINGTON

Long Term Financiol Plan 2017/18 -2026/27
Rssmplions

WM 090 A N0 N0 NGB NWB N5 062 N2 208
OPERATING REVENUES
Rates - Annual hcreases 30% 3% 3% 3% 3% 3% 3%k 3% 3%
Rales - Growth in Rate Base 0%  05% 0% 0% 0% 0% 0% 0% 0%
Operafing Grants, Subsidies and Contbufons 2% 2% 8% 28%  28% 28 28% 2% 28
Non-operaing Grans, Subsidies, Conbns 00% 0% 0%  00%  00% 0% 0% 0% 00%
Fees and Charges 40%  40%  A0%  A0%  40%  40%  40%  40%  40%
StaffHousing Rental 10 0% 0% 0% 0% 0% 10% 0% 0%
erestEamings 50%  150% 150%  S0%  7&%  50%  00%  00% 0%
Oter Revenue 2% 2% 2% 2% 2% 2% 2% 2% 2%
OPERATING EXPENSES '
Employes Cosk 8% 2% 3% A0 40% A% AM 40% 4.0%\
Materials and Contacks 1% 2% 20%  25% 2% 30%  30%  30% 0%
Uty Charges 0% 50 S0% 5% 50%  50%  50%  50% 50
Depreciaion 20 20%  20%  20%  20%  20%  20%  20% z.n%k
hierestExpenses as per loans schedule
hsurance Expense 3% 3% 3%k 3% 3 3% 3% 3% 3
Ohher Expendiure 0% 0% 0% 3% 0% 0% 3% 30 0%
Members Alowances 25 2% 0% 3% 3% 3% 3% 3 3
Plant Proceeds fom Disposals As per 10 yearreplacement program
ierestRate on invesments W 4% 2% 2% 2% 26%h  26%  26%  26%
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APPENDIX 2 FINANCIAL SUSTAINABILITY RATIOS

. SHIRE | OF B BODDINGTON
Ratio Cafculations
LoNG TER‘MNMC WL PLAN 2018119 - 2027,25
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APPENDIX 3 SUMMARY OF FINANCIAL ACTIVITY

SHIRE of BODDINGTON
Long Term Financia! Plan 2018/19 - 2028/29

Summary of Financial Adivity

— e ACTUAL  ACTUAL | § Year2 | Year3 Yoard | Yoars | Yoar6 | Year? | Yoars | Years | Year10
| 2016M6 | 2016HT 3 202021 P 2021722 P 2022123 P 2023/24P 2024126 P | 2026126 P | 2026227 P 2027/26P 2028129 P
IRafes 3,023,101 | 4,083,127 4717467 | 4,882,578 | 5,053,468 | 5,230,340 | 5,413,402 | 5,602,871 | 5,798,971 | 6,001,835 | 6,212,003
{Opeating Grants (Recuring) 485,357 | 842,856 537,532 52267 596,560 | 615320 | 632,549 650,260 | 668,467
Operating Grants (Once ofs) | 224813]- 80,116 = . 7 - | 5
| 1,027,092 | 1,008,454 | 1,024, 1263424 | 1,334,761 | 1,388,162 1443678 1,601,425 | 1,561,482 1,623,941 1688890 1,756,455
146,405 119,607 82714 836%6| 84691| 85040| 67260 88754 90340| 61,667| 6363
[ 154771| 136,114] 858 831%6| 64464| 55825| 67221| 62| 60118| 61621] 63461| 64740
TOTAL OPERATING INCOME | 5,961,629 | 6,110,142 6,674,273 | 6,906,400 | 7,148,635 | 7,399,436 | 7,659,319 | 7,926,645 | 8,207,422 | 8,496,223 | 8,795,302
[EXPENSES |
Emplayee Costs _| 2,238,273 | 2.278,177 | & | 2,885,339 | 2,071,609 | 3,061,056 | 3,183,408 | 3,310,638 | 3,443,272 | 3,561,003 3,724,243
|Materials & Contracts 1,344,804 | 1,354,776 1,622,828 | 1,670,557 791 | 2,024,902 | 2,002,467 | 2,078,750 | 2,151,321 | 2,226,070
[ 300,87 374,484 433524 | 485,200

| 526951
2

2,126,821 2,171,397 | 2,214,825 | 2,259,122 | 2,304,304 | 2,350,390

33295 i

nterest Experise '_|_'15?346 118,59 | 97354| @5008| 72322 se7m2| . J
surances | 2] 196,068 25655 265535| 274820| 264,440 8|, 315372
|Other Expentiture- 160,888 | 167,456 _ 167,678 167,708| 177,6889| 198,226 200,216
'TOTAL EXPENSES |5,sn.e7s 5,971,011 7,656,080 | 7,792,307 | 7,976,640 | 8,196,275 | 8,477,516 | 8,673,701 | 8,946,264 | 8,254,672 | 9,657,695
I -
Operating Surplus/{Deficit) | 3,8 139,131 |- - 980,807 |- 885,907 |- 827,005 |- 796,838 |- 818,196 (- 745,157 |- 730,842 | 768,650 |- 762,293
'NON OPERATING INCOME___| ey

i 3,269,917 | 2.745,% - 517,779 | 4T0719| 367,779 367,778| 381,157 | 361,157 381.157| 381,157| 381,157
Profil on Asset Dispiosals 732101 16,662 ~ % - ) I N
\Loss on Asset Dtsposals -~ 6690 37,960] - : 3 =
INON-OPERATING INCOME | 1,661,249 | 3,248,639 | 2.745,506. GI7.779| 417,779 367.779| 367,779 381,57 381467 381,457| 361,467 384,187
i , .
'NEI'RESULT '1745115 3,387,770 | 2,6 ; - 463,028 |- 468,128 |- 459,226 |- 420,050 |- 437,039 |- 364.000|- 357,685 |- 377.493|- 381,37
W'TNB‘PW'WBWSET TPE | il e T —————{——
Lond & Buldings | 454,306 5,045,547 21212 216364) 220692 600,106| 229608| 234200 298.84| 628661 243661
|DFES Buildings '. 25110_ _=-B . o [ N = | - o) - | =
landhedformesale | SN NEH| = ) s : E
|Compaers _L 1A 2 30000) 25000) 25000/ 30,000 100,000f 100,000 25,00
‘Drainage & Cubers i 79000) 73000 75000( 77.000| 78,000 __’_’9500‘2 82
|Futlpa1hs - _8938| oit14| 020%6| 94705 6601 98624
Roads nfiastnucture: 63,800 642312| 649,505 657,000 666,241 675609 07

an & Molor Vehicles 95,000| "499.000|

16PES P e B
Fumilire & Offce Equipment | 20,000~ 30,000

Other Infastructure i i

'Swimming Pool -] -

Owls &Parks 91,201 93025
‘Wasle Senfces | = = 2 = - -
IStralegic llems (New Intiatives) | : - N I ] - | 250000 325000| 375,000| 525000
{ |
{TOTAL CAPITAL EXPENDITURE 1,763,326 | 7,663,388 | ¢ 1,234,710 | 1,706,203 | 1,469,424 | 2,080,986 | 1,675,426 | 1,897,807 | 1,774,640 | 2,216,437 | 2,007,771
|

FUNDING DECISIONS !
|Pnn0|pal Loan Repayments . 327,463 301130 |+ - 321670 {- 320,771 333,342 |- 191,967 [ 199,414 |- 162,768 |- 189,352 |- 195,230
PR RN Lok = . L AUl oo Bl B 3 L
|Proceeds fiom Assel Sales | 234,500 446,028 | . 123000 87500 201,000 320500 5,000 48,000
[Transfor fom Resenes 504,844 | 7,043,954 | 1,832 45¢ 415000 209,000| 504000 90,000| 309,000 00| 200,000
Transfer to Resenes |- 41,160 |-4,311,104 |-4,43d 313 - 638,577 |- 222500 |- 401,000|- 110,500 |- 306,000]- 356,000 |- 383,000
[TOTAL | 250,721 3,177,658 T, - 409,900 |- 247670~ 16,771|-_33,342]- 10967|-  6.994|- 308,768 170,648]- 105,230
NON CASH ADJUSTMENTS | D
[Less Depreciation 1,303,365 | 1,585,050 | 1,996,682 2,128,821 2171,397 | 2,214,625 | 2,259,122 | 2,304,304 | 2,350,390 | 2,307,388 | 2,445,346 | 2,404,253
s P v Sl foml fots e Rl bl b R b ) RS bl Ko
e e e | LS ——t e WL Yo -  —
[TOTAL 1,236,875 | 1,586,336 | 1,836,682 | 12,080, 2,128,821 | 2,171,397 | 2,214,825 | 2,259,122 | 2,304,304 | 2,350,390 | 2,397,398 | 2,445,346 | 2,494,253
: =
Cash Surplusi{Deficit) for the ref| - 166,676 | 663,384 |- 21,163 |- 260,604 | 269406 |- 284.265| 189,871 | #1670|- 43694| 23084] 116

Accumlated Cash SurplusiiDeni 166,976 - 761,517 | 22T G613 BMO18 46753 296 30204 274600 296884 286780
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APPENDIX 4 RATE SETTING STATEMENT

SHIRE of

BODDINGTON

Long Term Financial Plan 2018/19 - 2028/29
Rale Sefling Stalermen!
ACTUAL | ACTUAL | ACTUAL | Yeart | Year2 | Yeard | Yeard | Year5 | Yearb | Year7 | Years Year9 | Year10
201415 21THE | 201819 | 201970 | 200071 | 2021m2 | a0zam3 | 20234 | 202405 | 200506 ’ 2026 | 2027/28’ 2028129
REVENUES { -
Opeating Grants & Subsidies 1,117,032 | bl SUERS0ST K68 2T KBS0 G130 6259 00 668467
Reimbursemen's & Cortibutions - ANE . . = : . : : z .
User Charges & Statory Fees 1,006,085 | 1,00 126344 1334760 1380,152 140678 1501425 1561482 16890 166800 1756455
Inerest Eamings 176039 QM BEB MM B0 T80 87 00 % 936
(Other Resenue 360,582 % M4 8B T2 62 60118 66 66t 64T
Profit on Sale of Assets Cdirh = - - - - - - - E
Revenues Sub-otal zessm 87,105 2 1956006 200382 2095066 216096 22591 230560 2408451 2004267  2,808,2%0
EXPENSES s
Employee Costs 2708,1% | 2471 2BM%5 28530 2071609 2061050 319345 3310838 F4B2 I3 3743
Matedials & Conracts 2005064 | 4528 183046 162282 1670557 1920791 204500 2002467 2076750 245031 276000
Uty Charges 95| 3 6O M4 320 42880 4NEM 40 AMHD SN 5B
Depeetiation 1288415 | 19% 21880 2T 22485 225912 2343 230 237308 2M5M6 2404253
Inetest Expense 10117 | 40172 o 85006 T2 7R 4161 40713 BA XM 1985
Instranices 21416 | BHEH  MGKE  TMARD AU 24408 SM4T8  BIR IEM0 378N
(Otfer Expendiira 783590 | 4% 07678 167708 177880 1826 10873 X935 2026 2228 2BAM
Loss on Sale o Assefs 4980 e . . . - . . s ; ;
Total Operating Expenses 6,990,561 E@,saf&m- TR0 TINT TOTRA0 G1%275 GATIHE 863701 G624 9254812 9,557,595
Net Operating Profit{Loss) ST ILSTAS08 TS (5.698.774) (5768486) (SE00474) (6027178) (6,231,598) (6,346,028) (6.597,614) (6760585 (5. 974,20)
T
NON CASH ITEMS i
Toft)Loss on Asset Disposals o -
Mosensents in Proisions and Accruals (18, ?18}1:; 13 - - - - - . - - -
Deprecizton on Assets 1288415 tmi,m 212861 201307 22ME5 22812 23043 230300 230738 24536 2494253
ut-tofal 1,131,645 4,906,682 21880 230 22485 220912 230434 2300300 230738 24536 24%428)
i
TAL EXPENDITURE AND REVENUE AT
Land held ke resale - = 2 E = 3 . . . .
Land & Buidngs (581,445 (1212) Q16364 (206%) (B00106) (29608) [M200) (23684 (626N) (U361
Inastructure (662,042) (60600 (B2312) (G595 (67.060) (96241) (F756%9) (B95M0) (695473)  (705,807)
Streztscape/Swimming Pool (148,181) - . - - - - - - -
fdes & Culers - L . . . . E ; . .
Fotpaths 0 (BO308) (114 (R9%) (G479 (66N (662) (100587 (102609
Dreinage . : (5000 (3000} (50000 (.000) (IBO00) (AOCO0)  (B2000) (84000
(Other Infastnicture (10623) @1 (112660 (80413  (OL20) (93026 (B48G5) (6784 (9719) (1006%4)
Plant & Motor Veticles (66,041 65 (65000 (569000) (000 (499000) (00000) (2500) (08000 (170.000)
umfute & Ofice Equipment - (14 (10000 (10000) (00000 (0000} (10000) (10000) (10000 (B500)
Computers : @p’@;ﬂ (30000 (50000 (50000 (30000 (100000) (100000) (5000 (35000)
. L-‘.', i i 5 & = . + - -
Siraegic tems (New fiatives) . S 11 - {0000 (325000 (375000)
antsfcontibutons for Assets 3311293 "gz ST 40T TS WM MM BT BT BT
Proceeds Disposal of Assels 153677 | fer) B0 500 20100 050 %00 195000 4000 35550
Repiayment of Debentures (606,083 ?;ms;ﬂ (09323) (R16T0) (R0771) (BB (1917 (199414 (162768) (18932)
ocesds fiom New Debentures 1,000,000 - . . . - - - <
Resticted Asset erest . !‘"‘ “\': . . . . . . - .
Tansfors to Resenes !39817}4’ 319) (B3857) (2500 (401000 (10500) (306000 (38000 (63000 (165.50)
Transfers fom Resenes 73,008 14045 AIS000 200000 EA00 0000 000 250 A0 17000
2458,9 T[2473317) 1,80, (L1Z689) (1,5%6084) (,118,46) (1796549) (1,296,257 (1828,54) (102251 (1664532
ESTIMATED SURPLUSHDEFICT) JULY1 BIPWD 16,075 AT B4 AT 6B BINE  BTH TpeM 36 Z4EN
ESTIMATED SURPLUSHDEFICIT) JUNE ) CIFWD MAUT G113 3NOE 4TS 2664 MM 46N 29656

TOTAL AMOUNT REQUIRED IN RATES

rs.-tss.iaﬂ.tmmuﬁ{; 04

(4717467) (ASROSTE) (5O59469) (SA040) (A100) (56L0871)

{5,798,971) (6,001,85)

16.212,009]

TOTAL AMOUNT OF RATES

ATHTIG 4371375 | dofle

ATT467 4862579 5053468 5200341 5413401 5502871

5798971 6,001,935

6212003
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APPENDIX 5 STATEMENT OF COMPREHENSIVE INCOME

SHIRE of BODDINGTON
Long Tetm Fnancial Plen 2018119 2028129

Sedeeat of Conprehefve nome by Notore and Type
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tmom&r&vmtfsmou
RONARY ACTITES
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APPENDIX 6 STATEMENT OF FINANCIAL POSITION

SHIRE of BODONGION
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APPENDIX 7 STATEMENT OF CASH FLOWS
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APPENDIX 8 STATEMENT OF CHANGES IN EQUITY
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INTEREST AND CASH SCHEDULE
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