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Disclaimer

This document was first published on 23 June 2016. The information contained in this document is to be considered general in nature and Council reserves the right to make changes accordingly. Any
document that contains financial information is to be considered an estimate based upon information available at the time of publication. Council takes no responsibility for actions taken by third parties

based on information contained in this document.

This document is to be considered by Council at an Extraordinary Meeting to be held on 28 June 2016.

Version 1
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Introduction

The Integrated Planning and Reporting (IPR) Framework has been
developed as part of the NSW Local Government Reform Program to
support a strong and sustainable Local Government system. The
structure requires at least a 10 year strategic business planning
framework relative to the Local Government Area and the activities of
the Council.

The Long Term Financial Plan (the plan) forms part of Campbelltown
City Council's Resourcing Strategy. The Resourcing Strategy
underpins Council's Community Strategic Plan and consists of three
components: The Workforce Management Plan, Asset Management
Policy, Strategy and Plan and Long Term Financial Plan. These
interrelated documents focus in detail on how Council will utilise its
resources to deliver on objectives and strategies in the Campbelltown
Community Strategic Plan. The documents both inform and are
informed by the four year Delivery Program which has been created to
outline the activities and programs to deliver on the Community
Strategic Plan. Each of these individual documents should be viewed
as integral elements of an overall strategy and will be under continuous
review and adjustment as annual budgets and operational plans are
developed.

The Long Term Financial Plan is a decision making tool and addresses
areas that impact on Council’s ability to fund services and capital
works, while living within its means and ensuring financial
sustainability. This plan focuses on Council’s long-term goal of
financial sustainability and delivering quality services, infrastructure
and outcomes for the community. The plan will be dynamic in nature
and subject to continual review to ensure changing community
expectations are met and Campbelltown City Council is supported as a
Regional City.

Financial Sustainability

For councils to meet the service and infrastructure needs of their
communities they need to be financially sustainable. The NSW
Treasury Corporation (TCorp) defined a financially sustainable council
as one that, over the long term, is able to generate sufficient funds to
provide the level and scope of services and infrastructure, agreed with
its community through the Integrated Planning and reporting process.
This definition was further reinforced as part of the NSW Government’s
Fit for the Future — A roadmap for Stronger, Smarter Councils,
September 2014 and again in the Independent Pricing and Regulatory
Tribunal's (IPART) Assessment of Council Fit for the Future Proposals,
October 2015.

In 2013, as part of TCorp’s work for the Independent Review Panel
chaired by Professor Graham Sansom, TCorp undertook an
assessment of the financial capacity and sustainability of all 152
Councils in New South Wales. As part of this review TCorp provided a
Financial Sustainability Rating (FSR) and Outlook assessment for each
Council. Campbelltown City Council was assessed as having a
‘moderate’ FSR and a ‘negative’ outlook. This determination was
based on TCorp’s review and consideration of historical results and
forecast financial results and that Council had not spent sufficiently on
asset renewal, maintenance or upgrades.

Following this finding and in adopting the 2014-2015 Operational Plan,
Delivery Program and associated Resourcing Strategy Council made a
decision that secured Council’'s long term financial sustainability over
the forthcoming 10 year period. The decision increased the level of
annual infrastructure maintenance and renewal funding as well as
addresses the infrastructure renewal backlog through various sources
of income available to Council.
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The 2014-2015 Operational Plan incorporated a permanent increase to
rate income via a Special Rate Variation of 11%, an application for a
$10m subsidised loan under the State Government’s Local
Infrastructure Renewal Scheme (LIRS) as well as Council contributing
$1m annually from efficiencies directly to asset maintenance and
renewal works.

This Long Term Financial Plan models this financial strategy now
implemented and highlights Council’'s improved sustainability through
the financial indicators.

Furthermore, Council’s independent auditor ‘Intentus Charted
Accountants’ stated the following from the 2014-2015 Financial
Statements Audit Report:

“Council continues to be in a strong financial position to fulfil the
objectives attached to its internally restricted funds as part of its
long term development plans and at the same time has an
unrestricted cash position which is appropriate for its day to day
operational requirements.”

Fit for Future

The NSW Government’s Fit for the Future reforms aim to improve the
strength and effectiveness of local government in providing services
and infrastructure that communities need. The reform process is
expected to benefit ratepayers by leading to councils that will be
financially sustainable into the future, and more capable of being
strategic partners with other levels of government.

The Independent Local Government Review Panel (ILGRP) formulated
the options for a revitalised system of local government that will remain
sustainable and fit-for-purpose well into the middle of the 21° Century.
The ILGRP did not take a ‘one size fits all’ approach in its findings and
as such made an individual recommendation for each Council eg:

e Amalgamate or merge
¢ No change

Campbelltown City Council was listed as 'no change'.

In response to the ILGRP recommendations, the Government
developed a Fit for the Future framework which required all NSW
Councils to assess their own current position and submit a Fit for the
Future proposal by 30 June 2015.

The Government has established four criteria it considers are
necessary for a council to be considered ‘Fit for the Future’:

e Scale and capacity to engage effectively across community,
industry and government

e Sustainability

e Effectively managing infrastructure and delivering services for
communities, and

e Efficiency.

The criteria definitions are reflected by way of financial measures and
benchmarks. The NSW Government requested IPART to undertake
the role of the Expert Advisory Panel in assessing local government Fit
for the Future proposals and making a determination of ‘Fit’ or ‘Not fit’
for each local Council. In IPART’s Assessment of Council Fit for the
Future Proposals, Local Government — Final Report, October 2015
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Campbelltown City Council was deemed ‘Not fit' based on one of the
three Financial Criteria stating “although it satisfies the criteria for
infrastructure and service management and efficiency, it does not
satisfy the sustainability criterion.”

Following IPART’s Final Report, the NSW Government provided an
opportunity to Councils not recommended for amalgamation or
mergers that did not meet all of the financial criteria to submit a revised
improvement plan for assessment. This Long Term Financial Plan
provides the modelling and forecasting to support this reassessment
and demonstrate Campbelltown City Council meets all financial criteria
and is Fit for the Future.

Campbelltown — A Regional City Centre

Council welcomes the recent confirmation by the NSW Government of
the Campbelltown/Macarthur CBD as one of Sydney’s three Regional
City Centres. This is a major economic boost for our City as the CBD
grows and bolsters its capacity to be the economic hub of the
Macarthur Region, which across the Campbelltown, Camden and
Wollondilly local government areas, will experience extraordinary
urban growth in the years ahead.

To make sure that our City maximises the opportunities that this
growth will deliver in terms of prosperity for the City of Campbelltown,
the enhancement of our residents’ access to new jobs, better facilities
and improved services, Council will need to respond and adapt to the
challenge of rolling out its own services, and operating its own facilities
more cost effectively and with an improved focus on customer service
and satisfaction.

Council will be looking towards strengthening its already strong
partnerships with State and Federal government agencies to assist
with the development of critical infrastructure and ensure that the City's
next phase of growth and development will deliver the right outcomes
for our City.

For further information regarding the Long Term Financial Plan please
contact Council’'s Financial Services Section on 4645 4507 or
council@campbelltown.nsw.gov.au
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About Campbelltown City Council's planning framework

Campbelltown’s Community Strategic Plan is built around five
objectives supported by 15 strategies. The planning process will
ensure that Council's programs and resources are directed to
achieving these objectives, and assist in identifying long term priorities
and actions for Campbelltown City.

The four year Delivery Program sets out programs of works for Council
and is an important part of the process. The Delivery Program will be
reviewed annually when preparing the Operational Plan and annual
budgets. The Operational Plan focuses on the activities that will
implement the four year programs of works set out in the Delivery
Program. The Operational Plan cascades down into divisional,
sectional and individual staff work plans.

This process ensures a high level of accountability at each level of the
planning framework, and that activities are carried out and remain
consistent with Council's strategic direction.

This community strategic planning process provides Council with
valuable information about the future. The Council and the community
have a better understanding of:

anticipated pressures that will affect the community socially,

environmentally and economically, as well as other drivers behind

this change

e predicted economic growth rates

e the community’s aspirations and priorities for improving its
economic, environmental and social outcomes

e the community’s priorities in terms of expected levels of service

and projects that the community wants delivered.

The aim of the Long Term Financial Plan is to put into place a
framework for financial decision making at a very high level by
providing guiding principles for the short, medium and long term. The
process is built on five key foundations:

planning assumptions

income and expenditure, balance sheet and cash flow forecasts
sensitivity analysis

financial modelling for different scenarios

monitoring financial performance.

The Long Term Financial Plan is a framework to assist to determine
how best to achieve the community’s expectations, while addressing
the long term financial challenges Council faces.
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a. What s financial sustainability?

In general terms ‘sustainable’ means that an organisation can
continue its current practices. For community members, financial
sustainability is probably thought of as whether an individual can
afford their current lifestyle: whether they can pay for rent, food and
other expenses with the income they receive each year. For those
that own homes, farms or businesses, may think in longer terms as
to whether they will be in a position to repay debts by the time they
retire. The concepts most people use in their personal and
business lives are basically the same as those that should be
applied to Local Government, but need some modification. This is
because Councils are perpetual organisations which acquire and
manage a stock of financial and physical assets (including
renewing and disposing of individual items) in order to provide
services for generation after generation of local residents and
ratepayers.

For Local Government, financial sustainability poses the question -
Does Council have sufficient funds to meet all of the resource and
financing obligations in the short and long term while maintaining
the levels of service expected by the community?

The 2005 Independent Inquiry into the Financial Sustainability of
Local Government found that too many Councils had large
infrastructure maintenance and renewal backlogs and as a result
communities were enjoying infrastructure which would, and was
beginning to, fall apart — and which would be left for future
generations to fix up. The Inquiry noted the very high proportion of
infrastructure that Local Governments managed compared with
other governments and the private sector and that most Councils
failed to fund the full requirement of maintaining and renewing
assets to a satisfactory standard.

In 2006 the Australian Local Government Association adopted a
national definition of financial sustainability:

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

In 2012 the Independent Local Government Review Panel was
appointed by the NSW Government to formulate options for
governance models, structures and boundary changes to improve
the strength and effectiveness of local government and to help
drive the key strategic directions set out in the Destination 2036
Action Plan. Amongst a number of other things the Panel’s terms of
reference included taking into consideration:

e The ability to support the current and future needs of local
communities

e The ability to deliver services and infrastructure efficiently
effectively and in a timely manner

e The financial sustainability of each local government area

The Panel issued its final report titled ‘Revitalising Local
Government’ in October 2013 incorporating 65 recommendations
essential to make NSW local government sustainable and fit-for-
purpose into the mid-21% Century. The recommendations include
an overarching imperative to ensure the long-term sustainability
and effectiveness of NSW local government, strengthening
strategic capacity, new initiatives to tackle underlying problems of
financial weakness and infrastructure backlogs and the
implementation of a series of measures to promote greater fiscal
responsibility.
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In response to the Final Report of the NSW Independent Local
Government Review Panel, in September 2014 the NSW
Government announced the Fit for the Future program. The
program required Councils to assess their current position and the
recommendations of the Independent Panel and submit a Fit for
the Future proposal by 30 June 2015. Once Councils have an
approved plan in place to become Fit for the Future they will have
access to a range of opportunities, including cheaper finance
options, simplified reporting requirements, priority access to State
funding/grants and options for additional planning powers.

In IPART's Assessment of Council Fit for the Future Proposals,
Local Government — Final Report, October 2015 Campbelltown
City Council was deemed ‘Not fit' based on one of the three
Financial Criteria stating “although it satisfies the criteria for
infrastructure and service management and efficiency, it does not
satisfy the sustainability criterion.”

Following IPART’s Final Report, the NSW Government provided an
opportunity to Councils not recommended for amalgamation or
mergers that did not meet all of the financial criteria to submit a
revised improvement plan for assessment. This Long Term
Financial Plan provides the modelling and forecasting to support
this reassessment and demonstrate Campbelltown City Council
meets all financial criteria and is Fit for the Future.

To do this, Council has developed a balanced approach through a
range of funding options to provide future generations with
sustainable infrastructure and environment. A long term financial
plan helps Council to achieve this sustainability and provides a
mechanism to model and report long term key performance
measures.

b. Key Performance Measures and Benchmarks

Sustainability

That Council can generate sufficient funds over the long term to
provide the agreed level and scope of services and infrastructure
for communities as identified through the Integrated Planning and
reporting process.

=l Operating Performance Ratio

eMeasures Council's achievement in containing operating
expenditure within operating revenue

eBenchmark: > or equal to break-even (0%)

eMeasures fiscal flexibility and the degree of reliance on external
funding sources such as grants and contributions

eBenchmark: > 60%

Building and Infrastructure Asset Renewal Ratio

eAssesses the rate at which these assets are being renewed against
the rate at which they are depreciating

eBenchmark: > 100%

The Building and Infrastructure Asset Renewal Ratio measures
Council's expenditure on the renewal of fixed assets as a
proportion of depreciation. The future sustainable management of
Campbelltown’s infrastructure assets is critical for the development
and overall wellbeing of the community.

It should be noted this ratio uses depreciation as the denominator
and ignores the calculated renewal funding requirement under
lifecycle costing of an asset as modelled in Council's Asset
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Management Plans. However, this ratio is used by the Local
Government Code of Accounting Practice and is also a Fit for the
Future measure, hence why it has been published as part of this
plan.

Effective Infrastructure and Service Management

That Council can maximise the return on resources and minimise
unnecessary burden on the community and business, while
working strategically to leverage economies of scale and meet the
needs of communities as identified in the Integrated Planning and
Reporting process.

Infrastructure Backlog Ratio

eIndicates the proportion of backlog against the total value
of Council's infrastructure assets

eBenchmark: < 2%

eReflects the actual asset maintenance expenditure relative
to the required asset maintenance

eBenchmark: > 100%

d Debt Service Ratio

eAssesses the impact of loan principal and interest
repayments on discretionary revenue
eBenchmark: > 0% and less than or equal to 10%

Efficiency

That Council realise an efficient service and infrastructure delivery,
achieving value for money for current and future ratepayers.

Real Operating Expenditure per capita over
time

eBenchmark: A decrease in real operating expenditure per
capita over time

Liquidity
Liquidity is a key factor in the viability of any organisation,
regardless of whether it is in the commercial or government

sectors. The ability to meet short term funding requirements and
obligations is equally relevant to a Council as it is to any business.

Unrestricted Current Ratio

eReflects Council's ability to meet debt payments as they fall due
eBenchmark: > than 1.5

eAssesses the impact of of uncollected rates and annual charges
on liquidity and the adequacy of recovery efforts

eBenchmark: < 5%

Council monitors the short term funding requirements daily and
produces cash flow estimates on both a short term and long term
basis. This monitoring and forecasting informs Council’s investment
strategies and decisions to ensure that adequate liquidity is
maintained. Council will also, as part of the reserves strategy,
continue to provide for adequate levels of reserves to fund less
predictable outlays, such as major employee leave entitlement
payments.

The rates and annual charges outstanding ratio measures

uncollected rates and annual charges as a proportion of total rates
and charges levied. This debtor management ratio is a measure of
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the effectiveness of recovery efforts, however, is impacted by
Council policies as well as economic and social conditions.

¢ Strategies

In any long term financial plan, the key questions will always
include:

e what is happening to the levels of service the community
receives?

e are there any changes to any major policies?

¢ what major projects will be constructed around the City?

The primary objective of Council’s financial planning is to enable
the delivery of the community’s vision as set out in the Community
Strategic Plan, while ensuring Council's continued financial
sustainability. An analysis of Council's current financial position
and longer term financial forecasts has identified a gap between
operating revenue and expenditure that must be addressed. Not
addressing this operational deficit would ultimately jeopardise the
adequate funding of asset management, including capital
expenditure, identified in Council's Asset Management Plan.

In addition to the annual operating result, Council is focussing on a
number of other key financial parameters. These include the
prudent build up and use of internally and externally restricted
reserve funds, liquidity and unrestricted cash ratios, internal and
external borrowings, asset renewal and maintenance and new
capital projects.

By focussing on each of these key areas and setting improvement
targets for each of them over the period of the Delivery Program,
Council aims to improve the financial health of the organisation to
an appropriate level that can be sustained in the long term.

Balanced budget

As Council is a not for profit organisation, a balanced budget is
presented each year. This means the revenue Council receives
each year matches Council’'s expenditure. This objective is proving
to be challenging to achieve, due to minimal increases in revenue
and larger increases in expenditure to deliver the same service
levels. To address this challenge, Council will focus on the
following areas to generate additional revenues and to deliver
services in a more cost effective manner:

e a comprehensive review of services that are provided by the
organisation, both internal and external

e property strategy to optimise returns on Council’s portfolio

¢ internal borrowing strategy for recurrent capital requirements

e rating strategies.

Operational result

Council aims to have a positive operational result, to generate
sufficient recurrent revenue to maintain existing services and to
fund maintenance costs of assets. This will require a combination
of expenditure and revenue initiatives to address predicted deficits
over a number of years. It should be noted however the operating
result is heavily impacted by the accounting measure of
depreciation.

M1
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Service review

One of the major elements of Council’s long term financial strategy
is to review all of its services and identify opportunities to improve
productivity, reduce costs or increase revenue. Each of the
reviews will involve:

¢ defining customers and services

¢ determining utilisation measures for services

o determining how customers measure the value of these
services and establishing key performance measures

e documenting the processes by which services are delivered

¢ measuring and benchmarking current performance

¢ recommending any changes to the service delivery model
that can improve the service delivered to the community,
productivity and quality, reduce costs or provide additional
revenue opportunities.

Property strategy

Council owns a number of revenue generating properties within
the Local Government Area. The most significant of these are
ground leases in Macquarie Fields (five properties) and the
Dumaresq Street cinema complex in Campbelltown. Council
continues to evaluate the use of all sites to ensure that they are
optimally meeting Council’'s strategic objectives for growth and
development, traffic and transport infrastructure and financial
sustainability.

Council also owns a number of general purpose properties within
the Local Government Area that are surplus to current needs. The
development of Council’'s Property Strategy will include reviewing
a range of options for the property portfolio including reinvestment,
redevelopment and disposal.

The Property Strategy will deliver value in terms of one or more of
the following objectives:

strategic Council and city infrastructure
income producing property investments
proceeds from the sale of surplus properties
reinvestment in infrastructure

diversification of income.

arwnNpE

The timeframes to deliver parts of this strategy will vary depending
on the characteristics of the property, and any associated facilities
that will be relocated or redeveloped.

Council is currently reviewing the property portfolio in developing
the Property Strategy and it will include the identification of
strategic sites, evaluation of development opportunities and an
increased contribution towards Council’'s long term financial
sustainability.

The potential disposal of surplus properties will provide funding to
increase the quality and services by reinvesting in that same class
of asset. A number of key projects are already completed or
underway including:

Community School Agreement review — completed
Lease of surplus Child Care Properties - completed
Open Space and Facilities review - underway
Community Service Delivery Model review — underway
Sale of Menangle Park — underway

Café Leasing Opportunities - underway

o0k wWNE

The following property development opportunity sites have already
been identified as priorities for the preparation of action plans:

A. Farrow Road/Blaxland Road - Council owned vacant land

12
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B. Hollylea Road, Leumeah industrial estate — vacant Council
owned land.

Council is currently redeveloping the Minto public housing estate in
partnership with Housing NSW. Landcom is providing services in
developing the estate and a Development Management
Agreement has been agreed to by all parties. Council has an
agreed percentage of income from sales associated with the
redevelopment. These funds will be allocated to Council's Asset
Replacement Reserve to fund infrastructure renewal requirements.

Other strategies

A number of other strategies have been identified and are being
further developed that will contribute to the progressive
improvement in Council's financial position. At present, the
potential savings through expense reduction, productivity
improvements or revenue generation have not been quantified and
are therefore not yet factored into the forward financial estimates.
These include:

¢ maximise grant revenue to undertake work that is of priority to
all levels of government, while remaining aware of potential
grants that create financial pressure on Council and/or direct
effort away from strategic priorities, particularly where matching
funds are required.

e e-Business — Council is currently developing opportunities to
enhance conducting business over the internet. This strategy is
currently underway and includes new initiatives such as
e-Planning and e-Certificates.

e sustainability initiatives — Council continues to implement a
number of sustainability initiatives that are informed primarily by
Council's Energy Management Plan and are funded through
the savings generated. These initiatives should assist in the

reduction in energy usage and therefore a reduction in
operational costs.

(renewed Mawson Park menitie
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Levels of service

Policies

Council has previously undertaken a process of engagement with the
relevant stakeholders to inform the Community Strategic Plan and the
Delivery Program. This in turn has driven the direction that has been
taken in the Asset Management Policy, Strategy and Plan.

It is important to note that the community engagement conducted,
confirmed that Council currently provides the services and functions
that the community wants.

The plan assumes the levels of service and operations remain stable
or in some cases slightly increased over those in the 2015-2016
budget. Council will maintain, subject to available funding, its
operational and capital high priority programs, as well as basic service
provision, while seeking efficiency improvements in-line with
appropriate  benchmarks. Non high priority programs should be
considered in terms of:

can Council afford to maintain the program in the long term?
should Council be involved and to what extent?

is it a statutory obligation?

is it required as part of an adopted strategy, policy or plan?
is the program supported by the Community Strategic Plan?
what is the cost and benefit given the level of priority?

The Delivery Program provides a comprehensive overview of Council's
services, functions, programs and activities.

In developing the Long Term Financial Plan, key Council plans and
policies have been considered to ensure that any strategies developed
are within existing policy guidelines. Refer to page 38 of this document
for a summary of significant financial policies.

Council has developed an Asset Management Policy. The policy
statement reads:

'The management of Council's assets is a key function of
Council. The provision of assets maintained to meet
community needs and expectations is fundamental to
Council’'s overall service delivery.

This policy demonstrates Council's commitment to the
responsible management of Council's assets. This policy
addresses relevant legislative requirements and will be
revised in accordance with any future changes.'

This policy sets the broad framework for undertaking asset
management in a structured and coordinated way. Asset management
improvements directly relate to accountability, risk management and
service efficiency.
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Over the next 10 years, Council will invest approximately $270m on a
range of capital projects and assets across the City. This includes the
substantial renewal of Campbelltown’s existing assets, as well as the
development of new services, facilities and infrastructure networks.
Major projects that will be considered over the next decade are listed
below:

o business centres revitalisation — the revitalisation of the
Campbelltown, Ingleburn and Glenfield CBDs, is a key goal for
Council, encouraging more people to access the services available
through improved amenity and encouraging new investment in the
business centres. These works would include the renovation of
public areas, a refurbishment of the paving, and promoting business
investment. It is anticipated this project will require significant
funding which has not been provided to date

e provision of increased parking to support the CBDs of Park Central,
Campbelltown, Ingleburn and Glenfield
City footpath and cycleway links

o upgrade of services/assets (eg regional parks, multi-purpose
facilities)

¢ implementation of projects in accordance with Open Space Strategy
and Infrastructure Strategy

o City wide transport and flood study and associated works

There will be a number of significant projects anticipated over the next
10 years that will be delivered by other Government agencies, however
Council will be required to provide associated works including
connecting roads and intersection upgrades. These projects are
forecast to include:

Campbelltown Hospital extensions

Badgally Road link to Campbelltown CBD and Railway
Eagle Vale Drive upgrade

Narellan/Kellicar Road upgrade

o Narellan Road upgrade

e  Spring Farm Parkway

e development of a support road and traffic management network
for the Campbelltown CBD including upgrade of Tyler Street

e F5 (now M31) capacity and future ramps at Menangle Park and
Badgally Road, Campbelltown

e alternative/upgrades to Western Sydney University access

redevelopment of housing estates — community and recreation

facilities

Ben Lomond Road renewal

Street Lighting renewal LED project

Stormwater Infrastructure renewal - Ingleburn

Upgrade to Ingleburn Station bus/rail interchange

e Upgrade to sections of Appin Road

e future commuter parking provision at Campbelltown, Leumeah,
Minto, Ingleburn, Macarthur Rail Stations.

Investigations/works are underway for the following projects:

WSU intersection improvements

Minto to Ingleburn Industrial link road

Cambridge Avenue high level bridge

St Helens Park Masterplan

Broughton Street rail overbridge

Extension of Beverley Road

Flood mitigation works throughout the City

Upgrade of Denham Court Road and Campbelltown Road

Renewal of public spaces in accordance with Play Space

Strategy

e Renewal of public spaces in accordance with Sport and
Recreation Strategy

e Bus shelter renewal

Water quality devices asset renewal.
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Additional capital expenditure will be required to meet the infrastructure needs as a consequence to anticipated growth in resident and business
populations, and supporting Campbelltown as a Regional City Centre. Funding for these projects will be sourced primarily from development
contributions, planning agreements, capital grants and the allocation of supplementary rates income.

Strategy

4 Year Capital Expenditure Program

5.4 The sound management of public assets and funds

5.2 The smooth running of Councils operations

4.2 The provision of clean and safe public spaces

4.1The provision of a balanced range of services to the community

3.2 The encouragement of the use of alternative transportation in, out and around the city

3.1The development and implementation of Infrastructure plans to support efficient movement around the city

1.2 Protection of the natural environment

12017
12018
12019
12020
]
0 50,000 100,000 150,000 200,000 250,000

Estimate $'000
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Campbelltown City’s Long Term Financial Plan —2016-2026

The Long Term Financial Plan (the plan) is an integral part of Council’s
strategic planning cycle. This enables long term community aspirations
and goals to be tested against financial realities.

The plan is a decision making and problem solving tool. The financial
objectives, performance measures and strategies that Council has
adopted in meeting financial sustainability challenges over the 2016-
2026 period are presented in this document.

It is not intended that the plan be inflexible - it is a reasonable guide for
future action based on current information. The modelling that occurs
as part of the plan will provide an opportunity for Council to identify
financial issues at an earlier stage, and gauge the effects of these
issues in the short to long term.

The plan does not indicate what services or projects should be
allocated funds; rather, it addresses areas that impact on Council's
ability to fund services and capital programs.

As with most NSW councils, Campbelltown faces a challenge in
funding ongoing operations and adequately maintaining its community
assets. The growth in the cost of labour and materials, increasing
demand for affordable services and cost shifting from other levels of
government, combined with a legislated cap in revenue generated from
rates and developer contributions, have created a difficult financial
environment.

The confirmation by the NSW  Government of the
Campbelltown/Macarthur CBD as one of Sydney’s three Regional City
Centres is a major economic boost for the City. To ensure
Campbelltown maximises the opportunities that the projected growth
will deliver in terms of prosperity for the City of Campbelltown, the
enhancement of residents’ access to new jobs, better facilities and
improved services. Council will need to respond and adapt to the
challenge of rolling out its own services, and operating its own facilities
more cost effectively and with an improved focus on customer service
and satisfaction.

Council will be looking towards strengthening its already strong
partnerships with State and Federal government agencies to assist
with the development of critical infrastructure and ensure that the City’s
next phase of growth and development will deliver the right outcomes
for our City.

Due to the length of the planning horizon, the plan becomes more
general in future years. For example, the 10th year of a 10 year plan
does not include specific detail, however, does show likely trends
based on accepted assumptions.

The 2016-2017 adopted budget and 2014-2015 Financial Statements
form the base years for the Long Term Financial Plan.
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What are the key assumptions that underpin the Long Term Financial Plan?

There are a number of assumptions that are used in order to project
the long term financial results. These assumptions are outlined in detall
from page 27 of this document, however, the key assumptions are
outlined below:

o future determinations of the rate peg are forecast to be 2%,
however, this may vary depending on the recommendation of
the Independent Pricing and Regulatory Tribunal (IPART) from
year to year

e service levels are largely maintained throughout the plan

o the Consumer Price Index (CPI) is estimated at a flat rate of
2.5% per annum

e in general, future expenses and revenues have been calculated
to reflect forecasts for the CPI

e increases in revenue from user charges have been maintained
using a combination of the CPI and the IPART Local
Government Cost Index with utilisation rates remaining steady

e salary and wage increases are estimated to be on average
2.5% per annum including turnover

e new borrowings are restricted to ensure the Debt Service Ratio
remains less than 10%. Strategic capital expenditure will be
considered suitable for funding from internal or external loans in
line with intergenerational equity considerations.

Population

The most comprehensive population count available in Australia is
derived from the Census of Population and Housing conducted by the
Australian Bureau of Statistics (ABS) every five years. In the 2011
Census, there were 145,967 people in Campbelltown LGA. However
the Census count is not considered the official population of an area
due to limitations in the data collected. It is an official count of all
people and dwellings in Australia on Census night, and collects details
of age, sex, religion, education and other characteristics of the
population. The last Census was conducted on 9 August 2011 with the
next Census to be conducted in August 2016.

To provide a more relevant population figure the ABS also produces
"Estimated Resident Population" (ERP) numbers for each area. It is
updated between Censuses - quarterly for state and national figures,
and annually for local government areas. The ERP is based on the
usual residence population and includes adjustments for Census
undercount, Australian residents who were temporarily overseas on
Census night, and backdates the population to 30 June. Each years
updates take into account births, deaths and both internal and
overseas migration. The Long Term Financial Plan is modelled on the
ERP figures however also references Planning NSW data projections
and known development activity as detailed in the new dwelling
forecasts.
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What are the key assumptions that underpin the Long Term Financial Plan?

The official population (ERP) of Campbelltown City Local Government Area (LGA) as of 30 June 2015 is 158,941. In 2026, Campbelltown City’'s
population is forecast to grow to 231,602 representing an average annual growth rate of over 3.5%. It is assumed an average of 2.6 people per new
dwelling.

This forecast growth will be reflected in the number of new dwellings, which are predicted to be:

Net Dwelling Increase
Forecast
Typology
2016/17 | 2017/18 | 2018/19 | 2019/20 | 2020/21 | 2021/22 | 2022/23 | 2023/24 | 2024/25 | 2025/26

Transit Nodes 420 370 370 570 770 820 1,060 | 1,100 | 1,240 | 1,040
Urban Renewal 350 500 500 500 600 600 300 200
Greenfield 1420 | 1530 | 1,400 | 1,650 [ 1,950 | 1,950 | 1,450 | 1,400 | 1,500 | 1,000
Release Areas
Total LGA 2190 | 2400 | 2270 | 2720 | 3320 | 3370 | 2810 | 2,700 | 2,740 | 2,040

These growth projections are estimates and are affected by changes in market conditions. The increase in development does provide an additional
income stream, however in most cases, this is absorbed by additional maintenance requirements that are created by the provision of additional
infrastructure, facilities and open space.
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What are the key assumptions that underpin the Long Term Financial Plan?

a.  Strategic aims/objectives

provide a transparent account of Council’s financial position
to the community

model the cumulative financial effects of Council’s high level
plans and policies

identify the financial opportunities and challenges
confronting Council

identify the financial capacity for the delivery of key initiatives
arising out of the Community Strategic Plan, Delivery
Program and the Operational Plan

identify adequate levels of funding to ensure provision of
required services at the appropriate service level

identify the financial capacity to support the
recommendations arising out of the Asset Management
Plans

identify  appropriate levels of debt and ensure
intergenerational equity

provide a basis for sound and strategic decision making
allow scenario testing of different policies and service levels
achieve a balanced budget over the long term

meet the requirements of the Office of Local Government's
Integrated Planning and Reporting framework

achieve a situation of financial health for Council that is
sustainable in the long term.

Scope/structure
In determining Council’s long term financial sustainability, the
following scope has been defined:

e current service delivery methods will largely continue

e the Council will continue to be responsible for providing the
current range of functions and services

e the Workforce Management Plan will inform the future
labour resourcing required for the organisation

¢ the quantity of assets (roads, buildings, land etc) is forecast
to grow by around 2.5% per year. As new release areas
progress, a number of new community facilities and
infrastructure assets will be identified in accordance with
Developer Contribution Plans and Planning Agreements

e the current philosophy and practices of condition based
maintenance will largely continue.

The key policy implication of these assumptions is that the
community are satisfied with the level of service they are
currently receiving from Council. However, there may be a need
for an increase in Council owned/built assets over the next 10
years to cater for growth from new release areas in and around
the Local Government Area. The expenditure impact of
servicing the growing population will need to be built into future
Long Term Financial Plan models, when service levels and
expectations of the growing population are more clearly
defined.
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¢ Current financial position
Council operates at present from a sound financial position.

The Operational Plan estimates that Council’s total revenue for 2016- The Operational Plan estimates Council's 2016-2017 total expenditure at
2017 will be $150.5m including capital revenue of $2.6m. The below $150.5m incorporating capital expenditure of $24.7m. The below graph

graph indicates Council’s sources of revenue: indicates Council's sources of expenditure:

Income Summary 2016-2017 Expenditure Summary 2016-2017

M Rates and Annual Charges (64.2%)
M User Charges and Fees (9.5%)

m Interest (2.5%)

M Other Revenues (3.3%)

M Grants and Contributions -

Operating (15.9%)

m Grants and Contributions - Capital
(1.7%)

Sale of Property, Plant & Equipment
(1.4%)

® Employee Costs (41.6%)

M Borrowing Costs (1.0%)

m Materials and Contracts -
Operational (16.1%)

M Other Operating Expenses (23.1%)

® Materials and Contracts - Capital
(15.4%)

® Reserves Transfer

Borrowing Costs - Principle
Repayments (2.8%)

Total Income $150.5m Total Expenditure $150.5m
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2014-2015 2013-2014

SUMMARY OF FINANCIAL STATEMENTS 2014 AND 2015 $,000 $,000
INCOME STATEMENT

Total income from continuing operations 155,637 139,264
Total expenses from continuing operations 137,192 128,698
Operating result from continuing operations 18,445 10,566
Net operating result for the year before grants and contributions provided for capital purposes 7,397 (2,571)

STATEMENT OF FINANCIAL POSITION

Total current assets 113,698 98,467
Total current liabilities 32,844 31,776
Total non current assets 2,069,737 2,002,262
Total non current liabilities 25,167 21,223
Total equity 2,125,424 2,047,730

OTHER FINANCIAL INFORMATION

Restricted cash, cash equivalents and investments

External restrictions 26,452 20,657
Internal restrictions 66,205 58,466
Unrestricted 12,886 10,716
Total 105,543 89,839
Ratios

Operating performance ratio 4.86% -2.92%
Unrestricted current ratio 3.67:1 3.44:1
Debt service cover ratio 5.49:1 3.81:1
Own source operating revenue 73.8% 73.3%
Rates and annual charges outstanding percentage 4.05% 4.29%
Building and infrastructure renewals ratio 84.13% 59.74%
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What are the key assumptions that underpin the Long Term Financial Plan?

The audited Financial Statements as at 30 June 2015 outlines the value of Council’s restricted reserve funds held for specific future purposes:

Financial year ended Financial year ended

External restrictions Internal restrictions

Self insurance claims 4,210 Employee leave entitlements 10,577

Developer contributions - S94 9,609 Committed works funded by loans 2,985

Developer contributions - other 782 Property development 12,819

Specific purpose unexpended grants 3,443 Replacement of plant and vehicles 2,657
Asset replacement/future

Domestic waste management 3,900 infrastructure 24,861

General contributions 4,186 Self insurance 1,330

Stormwater management levy 322 Committed works 5,087
Local Government elections 439

Total external restrictions 26,452 Heritage funds 50
Community bus 20
Olympic ambassador 100
Motor vehicle insurance excess 1,213
Public liability claims 2,238
Industrial special risk insurance 1,255
Environment planning 78
Environmental sustainability 426
Total internal restrictions 66,205
TOTAL RESTRICTIONS 92,657
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What are the key assumptions that underpin the Long Term Financial Plan?

d Scenarios
A number of scenarios have been modelled for the purposes of the Long Term Financial Plan. However, Council has endorsed an
infrastructure renewal and maintenance strategy which is modelled and reflected in this Plan:

Base model - asset renewal and maintenance strateqy

This model assumes current funding levels and annual efficiency gains and productivity improvements to maintain a balanced budget.
Furthermore, additional expenditure on the renewal and maintenance of assets mainly funded by the 2014-2015 special rate variation, loan
funding and internal reserves is provided to meet the infrastructure renewal and maintenance requirement as defined in the Asset
Management Plan. This is the financial forecast based on the proposed 2016-2017 budgeted expenditure and revenue, indexed for projected
relative movements in the major areas of cost impacts for every year through to 2025-2026. The key assumptions and results are:

Activity % change

Budget result Balanced budget 2016-2026

Rates 2016-2017 rate peg 1.8%, future rate peg estimated at 2% per year

Fees and charges Inflation increases of at least 2.5%

Investment return 3.5% average increase

New operational property income 2016-2017 $1m, escalating to $5m by 2025-2026

Sale of operational land 2016-2017 $40m

Loan borrowings per year $2.5m internally borrowed and repaid at market rates

Employee costs 2.5% average increase

Materials and contracts Inflation increase of at least 2.5%

Depreciation 2016-2017 $22.9m, 2025-2026 $30.7m

Capital expenditure 2016-2017 $43m, average of $63m each year thereafter. Significant
component of which is dedications

Asset renewal and maintenance annual funding gap $0m in 2016-2017 and future years

Asset renewal and maintenance backlog 2016-2017 $20m, 2025-2026 $0m

Percentage of assets below satisfactory condition 2016-2017 1.77%, 2024-2025 0%

This Plan maintains a balanced budget through to 2025-2026. This financial strategy reduces the asset maintenance and renewal backlog
over the next 10 years with a projection of $0 backlog in 10 years time.
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The Plan summary:

In summary, the Plan maintains a balanced budget over the
next 10 years. The Plan begins to address the asset
maintenance and renewal backlog, allows time to review all
community services and facilities and monitor the rate of growth
in a number of areas of the City. This strategy is projected to
reduce the infrastructure maintenance and renewal backlog
over the next 10 years to $0.

Asset Management Plan

The Asset Management Plan provides a strategy for the
management of Council’'s $2b asset portfolio (this includes all
asset types). Of these assets, $1.14m are depreciating
infrastructure and building assets that need to be maintained,
renewed and eventually replaced.

The financial impact on Council's budget from assets is
substantial and increasing, as new assets are created and
existing assets age. Council aims to maintain its infrastructure
and assets to a standard acceptable to the community, to
ensure continued delivery of services to agreed standards. This
involves developing and integrating the Asset Management
Strategy and Plan with the Long Term Financial Plan to provide
for continued and appropriate investment in maintenance,
renewal and replacement of assets. An emphasis is placed on
allocating additional funds to maintain and enhance the existing
asset base, so current service levels are not compromised.

The Asset Management Strategy and Plan assists Council to
make informed decisions on the most cost effective use of its
assets over the longer term and to achieve the objectives of the
Community Strategic Plan, support service delivery within
available resources and maintain a prudent risk profile.

Objectives of strategic asset planning:

e to establish and routinely update an Asset Management
Strategy (minimum 10 year period) as the primary
framework to provide and maintain asset services to current
and future generations

e to manage assets through the development of Asset
Management Plans in accordance with relevant legislation
and best practice for each asset class

e to ensure future funding needs are identified, affordable,
agreed on and then funds allocated, so that assets can
meet their defined levels of service in consultation with
stakeholders, including our community

e to ensure that assets are recorded in accordance with the
requirements of the appropriate asset accounting standards
and financial reporting requirements. This includes
development of an asset management information system
with comprehensive knowledge of all physical assets

e to promote asset management awareness among staff
incorporating the asset management strategy, asset
management objectives, targets, plans, and funding
requirements.

A key element of this financial strategy is to maintain or improve
infrastructure assets in an appropriate condition through a
combination of:

e Special rate variation approved by IPART and the Minister
of Local Government of 8% in 2014-2015 which will yield
$5.6m per year increased by future rate pegs

e additional loan funding of $8.5m for the renewal of existing
assets in 2014-2015 under the Local Infrastructure Renewal
Scheme
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What are the key assumptions that underpin the Long Term Financial Plan?

e additional $1m per year from 2014-2015 onwards for f.  Restricted assets/reserves
maintenance of existing assets funded by efficiency gains
¢ Asset Management Plan initiatives: Overall, Council’s internally restricted and externally
o] target service delivery review restricted reserves are expected to remain constant over
o] cyclic and preventative maintenance plans the period of the Delivery Program. The only reserve to
o maintain the current asset network size experience a large increase is the Property Development
o] asset amalgamation/rationalisation Reserve through the sale of land held for resale expected
o] ownership options to be realised in 2016-2017.
o] investigate alternate funding sources
o timely service level agreement with asset service g.  Annual review
providers
¢ develop business case framework dealing with Each year, the plan will be updated with actual financial
creating new assets. data along with the review of planning and financial

assumptions for continued accuracy. Changes to the plan
will be driven by changes in strategic direction as and when
required by the Community Strategic Plan, Delivery
Program and the Operational Plan.

The plan currently aims to maintain assets in a condition that is
appropriate for that category of asset.

26



What are the key assumptions that underpin the Long Term Financial Plan?

Planning assumptions

In preparing this Long Term Financial Plan, it was necessary for Council to make a number of assumptions about the future. Under the Office of Local
Government’s Planning and Reporting Guidelines for Local Government in NSW, Council is required to identify the planning assumptions and the
risks of those assumptions (sensitivity analysis) to financial estimates in the Long Term Financial Plan.

The following tables identify significant forecasting assumptions, describe the risk in making such an assumption, rate the level of risk, give reason for
the risk rating and explain how that level of risk may affect financial estimates in the plan.

Many of the planning assumptions will come from the Community Strategic Planning process, others will be derived from general financial planning
practices.

Category Assumption Risk Level of risk Hezeon tor el of .“Sk’ a.nd ImgEies i
Long Term Financial Plan

That population growth is higher than
projected, and Council will need to provide

Planning for activities, and thus the likely additional  unplanned  services and Low

cost of providing those activities, infrastructure though will yield additional Population projections are based on a standard set

considers that the population of rates of demographic assumptions inclusive of additional
Population Campbelltown will increase at the rate That population growth is lower than growth. Population projections are not expected to

forecast by Council’s growth model. That projected, and Council will be required to rapidly change, therefore the level of risk is low and

model predicts the population of support excess levels of infrastructure and little financial impact is expected
Campbelltown to reach 231,602 by 2026  service delivery based on growth
happening outside of the LGA which

provides no rates yield

Low
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Category Assumption Risk Level of risk Hemnci tor el o .”Sk’ a.nd ImgEies i
Long Term Financial Plan

(F:izgaililat:?’sla%r%%atrﬁg l;':ssi;?t?e?t -(I:—E:rrgnt This Long Term Financial Plan has been prepared
based on data available at the time of writing. It

Economic predictions on the depth and duration of The current market conditions significantly e reflects the current uncertainty in the global
environment the decline in world market conditions decline economy throuah assumotions aroung inflation
will remain slow over the medium to ny 9 p ) !

e borrowing costs and return on investments

Council will continue to operate within
the same general legislative environment

and with the same authority as it does at ~ Should the Local Government legislative At the time of adopting this Long Term Financial
Legislative the time this Long Term Financial Planis  environment change, the services and Moderate Plan, Council is unable to determine how potential
change published. Council assumes that the functions Council plans to provide over the legislative change might impact its operations or
NSW Government will support Council's 10 year period could change quantify the potential financial impact.

submission to stand alone in the Fit for
the Future review process.

The provision of current service levels requires
100% of current income streams. Any increase in

Requirement of service levels to increase Moderate service levels requires sourcing of new/increased
income streams or the reduction of another service
level to offset

Service levels largely remain the same

SERED TR throughout the Long Term Financial Plan
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Reason for level of risk, and impact on

Category Assumption el O Long Term Financial Plan

The Domestic Waste Charge is calculated based

The plan assumes the Domestic Waste . L
P on pure cost recovery of service provision.

Charge will increase on average by 5% On renewal of the disposal or collection . - .
9 . /erage by PO - Therefore an increase in the contractors cost will be
per year due to possible significant contracts, contractor prices increase

increases to the Domestic Waste greater than 5% ?.'t:zcltrlz (;E‘:'z[nbégaéﬁgegf : '1?) /(t) P}ﬁca:ggggligharge.
Disposal contract P

approximately $3.20 per year per assessment

Domestic waste
management
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Category Assumption Risk Level of risk Hemnci tor el o .“Sk’ a.nd ImgEies i
Long Term Financial Plan

The Long Term Financial Plan assumes Every 1% the Financial Assistance Grant
Council’s financial assistance grant will movement is below target equates to around
Financial remain static. Council assumes the $100k. Council is not informed of their Financial
assistance grants freeze on the indexation of the general Assistance Grant allocation until approximately
component of the financial assistance August of the same financial year. Council is not
grant to remain informed of allocations beyond the one year period.
-_—_

Relates to projected new external debt at

Changes to amount of grant or variation to
assessment criteria equating to a reduction  Moderate
in Council’s allocation

Interest on debt is known and calculated anticipated new interest rates. Existing borrowings
according to the fixed rate contract. are fixed term interest rates and as such, interest
Council assumes no further Local expense and repayments are known. If the actual

Infrastructure Renewal Scheme rounds
to be available. Council has proposed to

interest rates are higher than the assumed rate, it

Borrowing costs should be noted it will be hedged by increased

Interest rates will vary from those projected  Low

borrow internally from reserves and meet interest on investments revenue. As Council
repayments incorporating a flat 5% proposes to borrow internally for recurrent capital
interest rate. works without new external borrowings forecast

interest rate fluctuations will not impact this Plan.

The impact of asset revaluations on

Revaluations will materially differ from Variation in values is expected to be low unless

Asset revaluations  carrying values and depreciation will those_ projected, thereby changing projected Moderate valuation methodology_ changes or there is an
. carrying values of the assets and unexpected movement in market values
occur as projected 2

depreciation expense
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Category Assumption Risk Level of risk Hemnci tor el o .“Sk’ a.nd ImgEies i
Long Term Financial Plan

Assumes maintenance of existing

arrangements for the purchase and sale Council does not fund depreciation and

of assets. Directly impacted by Council’s amortisation of assets. As such, the changes in

Asset Management Strategy and the depreciation will not impact Council’'s budget,

Depreciation and  impact of any revaluation in asset Condition based methodology does not Moderate however, will be reflected on Council’s income

amortisation classes. This Plan forecasts depreciation realise the anticipated result statement and will also impact the Operating

based on a condition/consumption based Performance Ratio, Building and Infrastructure

methodology for long and medium life Asset Renewal Ratio and Real Operating

infrastructure assets rather than straight Expenditure per capita result.

line method.

Asset renewal and replacement budgets

Council is confident in the planning work

Actual costs will vary from estimates have been prepared on the basis that the - . .
f ; " g " ’ 3 : undertaken on capital projects, but recognises
0 :
Capital works due to hlgher_lnpgt prices or delivery rate peg of 2% is determined by the _ Moderate external economic factors may impact on the costs
delays, resulting in budget shortfalls Minister and all current sources of funding

. - and delivery timeframes for capital works
remain available

The plan assumes an energy increase of
3% per year. This accounts for price and  That utility costs increase more than An increase of 1% above forecasts would increase

Energy-utilities Moderate

usage based increases offset by projected
sustainability projects savings

2016-2017 utility costs by over $62k
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Category Assumption Risk Level of risk Hemnci tor el o .“Sk’ a.nd ImgEies i
Long Term Financial Plan

The staffing and organisation structure
remains constant

As Council is a service provider, employee costs
are a large portion of operating expenses.
Forecasting assumptions used are based on
expected Local Government Award variations and
performance based increases. An increase of 1%
above forecasts would increase 2016-2017
employee costs by $616k (equivalent to less than
1% of rates)

Employee costs Changes to levels of service Moderate
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Significant forecasting assumptions

The following are the general assumptions that have been applied to this Plan. Where specific information is known about revenue and expenditure
trends, this has been factored into forecasts.

PAONES] 2019 2020 2021 2022 2023 2024

Operatin
ex%enditgre SOl ! ) y y ’ ) y

2019 2020 2021 2022 2023 2024 2025
Eg‘sfs'oyee E(;"sfs'oyee 2.2% 4.1% 3.2% 5.4% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
S(‘)’Sr:gw'”g E(‘)’Sr{gw'”g -23.0% -14.5% -15.3% -16.2% -36.5% -29.6% -37.8% -55.0% -60.9% -98.5%
Utilities Energy -4.9% 2.9% 2.9% 2.8% 3.2% 3.2% 3.2% 3.2% 3.2% 3.2%
2"0&;3232 and | aation 0.6% -2.9% 1.6% 1.7% 3.1% 3.1% 3.1% 3.1% 3.1% 3.1%
Depreciation Council’'s
and fixed asset -11.6% 3.1% 3.2% 3.4% 4.0% 3.3% 3.3% 3.1% 3.1% 3.1%
amortisation register
gﬁgg;ses -4.4% -0.7% 1.6% 2.7% 5.2% 1.5% 3.4% 3.4% 5.2% 1.6%
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Operating
revenue

Source

2016

2017

2017

2018

What are the key assumptions that underpin the Long Term Financial Plan?

Rates 2% rate peg,
>1.2% 2.6% 2.9% 3.2% 3.1% 3.2% 3.2% 3.2% 3.2% 3.2% 3.2%
growth
Annual Cost 3.7% 4.0% 2.7% 4.0% 4.7% 4.8% 4.8% 4.8% 4.8% 4.8%
charges recovery
User charges Inflation 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Fees Statutory o o o o o o o o o o
fees 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%
Inierest LI O 3% 3.25% 3.5% 3.75% 3.75% 3.75% 3.75% 3.75% 3.75% 3.75%
revenue investments
Grants and Less than
contributions Inflation 2.2% -8.7% 0.1% 0.2% 0.9% 0.9% 0.9% 0.9% 1.0% 1.1%
— Operating
Grants and Less than
contributions Inflation -13% 1.2% 1.5% 1.4% 0.6% 0.6% 0.6% 0.6% 0.6% 0.6%
— Capital
Other revenue Inflation 4.9% 0.9% 1.7% 2.3% 2.5% 2.5% 2.5% 2.5% 2.5% 2.5%

a.  Methodology for through forecast Voluntary Planning Agreements /
proposed S94 plans over the 10 years period.

The model has been prepared at the lowest accounting
level within Council's general ledger system. At this level,
certain accounts were coded for manual adjustment rather
than broad percentage increases, to remove or allow for
one-off budget allocations relating to circumstances that are

not ongoing to future years.

Funding opportunities through Federal and State
Government grant allocations will be sought where possible.
Council and Local Government NSW continues to lobby
other levels of government to seek substantial increases to
existing grant allocations to help meet Council's

infrastructure renewal requirements.
Infrastructure management

Renewal and replacement capital expenditure will be based
on long term asset management plans which consider the
optimal timeframe for asset replacement based on whole of
life costing. New infrastructure dedications also budgeted
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b. Modelling assumptions Rate increases are projected to be in line with rate pegging
The following are the general assumptions that have been which has been estimated at 2% per annum from 2017-2018.
applied:

PP Natural rates growth from supplementary levies is estimated
Operating revenue at around $500k per annum. Growth resulting from new
Rates release areas has been projected in line with page 19 of this
Rate rises at least equal to CPI are required to produce document.

viable operating results, which in turn generate funds for
asset management, namely asset maintenance and capital
renewal works, as well as long term borrowing
management.

The following table provides a greater break down of the
Rates & Annual Charges in the Income Statement:

2016-2017 2017-2018 2018-2019 2019-2020 2020-2021 2021-2022 2022-2023 2023-2024 2024-2025 2025-2026

Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget Draft Budget

Rates 77,976,700 80,253,200 82,799,100 85,374,400 88,111,200 90,935,600 93,850,600 96,859,000 99,963,800 103,168,200
Annual Charges 19,911,900 20,704,500 21,271,900 22,119,100 23,169,500 24,272,200 25,429,800 26,645,100 27,920,900 29,260,200

Domestic waste management those grants, which may be in future years. This has an effect
The Domestic Waste Management Charge will increase by of distorting the income statement between years. However,
0.9% from the current charge of $326.50 per annum to the net budget impact is zero between various financial years.
$329.40 in 2016-2017. Projected increases for future years In broad terms, all other recurrent operating grants in future
have been based on 5% per annum, however, will reflect the years are generally projected to increase less than CPIl at
costs of providing the service on a yearly basis. This charge around 1%.

is calculated using cost recovery methodology. o " tributi
perating contributions

Operating grants Ther_e are only relativgly minor allocations_ budgeted to bg
The Australian Accounting Standards require councils to received from community groups and sporting clubs as their
recognise grant income when receipted. This accounting contribution towards projects in future years. Subsidies
treatment is required for any other grants that councils received from Local Infrastructure Renewal Scheme
receive in advance, irrespective of annual expenditure of borrowings are also allocated to this category.
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Interest

Interest on investments is assessed on a conservative basis.
Interest income only makes up around 3% of total revenue
so changes in this area will only marginally affect Council's
Long Term Financial Plan. The net positive yields on cash
investments are factored into income with a return that
equals an estimated 3% per annum.

User charges

In accordance with Council’'s Revenue Policy, wherever it is
reasonably possible to do so, a ‘user pays’ approach to
reviewing fees and charges will be applied. The approach is
to ensure that applicable fees and charges are reviewed
beyond just CPl movements and are in line with the cost of
providing that service.

Statutory fees

While Council has discretion over the level of fees and
charges in general, there are a variety of fees that are
prescribed by the State Government. These statutory fees
typically increase on a periodic basis rather than annually.
The trend over the future years is therefore flatter than user
charges income however as many of these fees arise
through development functions there is fluctuations
experienced that reflect housing market activity. The majority
of statutory fees have been modelled to increase by around
2.5% over the next 10 years.

Other revenue

This predominantly includes property rental income and is
expected to increase by CPI of 2.5% per annum over future
years.

What are the key assumptions that underpin the Long Term Financial Plan?

Operating expenditure

Local Government cost index

The Local Government Cost Index (LGCI) is designed to
measure the average change in prices of a fixed 'basket' of
goods and services that are purchased by councils, relative to
the prices of the same basket in a base period. The index has
27 cost components, such as employee benefits and on-
costs, and building materials for roads, bridges and footpaths.
The cost components represent the purchases made by an
average council to undertake its typical activities. The index
was constructed in 2015 based on a survey undertaken by
IPART of NSW councils’ expenditure in 2013-2014 and 2014-
2015. The change was then used in the LGCI in the year to
September 2015 to inform the rate peg for 2016-2017. The
change in the LGCI in the year to September 2015 was
1.78%.

Employee costs

This includes wages and salaries and other associated
employee costs such as superannuation and workers
compensation. Increases in labour and on-costs are
composed of several elements. These include changes to
employee numbers, salary system increments, Local
Government Award increments and additional costs
associated with position reclassifications.

The employee costs for 2016-2017 and forward budgets have
been adjusted to take into account anticipated Local
Government Award wage movements and salary system skills
progression. The plan reflects annualised wage increases of
2.5% over the life of the plan with no net increase in staff
numbers. As at 30 June 2015, the number of full time
equivalent staff was 601. Any plans for changes to employee
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numbers or reclassifications will be required to be part of the
Workforce Management Plan with supported funding.

The 2016-2017 Operational Plan will support a new
organisational structure that will meet a new set of priorities
in strengthening our organisation to deal with future
challenges and the growth of our city. The restructuring of
the organisation is a high priority which will reflect changes
in areas of responsibility throughout Council.

The legislated changes to the Superannuation Guarantee
Levy progressively increases from the current rate of 9.5% to
12% by 2025-2026, has been factored into the estimates.

Materials and contracts

Material and contract expenses have been adjusted in line
with an inflation factor of 2.5%. Actual cost increases may in
fact be greater than the inflation index. Payments to
contractors have been adjusted in accordance with projected
CPI movements.

Depreciation

Depreciation estimates have been based on the projected
capital expenditure program contained within the plan. The
forward budget also takes into account the estimates of
periodic revaluations of infrastructure assets and is directly
impacted by the Asset Management Plan. This brings to
account the impact of rising replacement costs of assets.
The recognition of such assets and any capital expenditure
on new assets will increase the depreciation costs. This will
further impact on Council's operating results, however, will
not affect the annual budget considerations as depreciation
is a non-cash item. It should be further noted in 2015-2016

Council has reviewed and refined Council’s depreciation
methodology to utilise condition/consumption based
methodology for long and medium life infrastructure assets
rather than straight line method. It is anticipated that this will
decrease depreciation to be more in line with actual asset
degradation and may equate to a reduction of up to $5m
reported in 2016 financial reports.

Borrowing costs

This represents the interest paid on borrowings. There are no
future external borrowings factored into this Plan, rather an
internal borrowing strategy for $2.5m of recurrent capital
expenditure per annum. This will reduce the external
borrowing costs paid per annum from 2016-2017 by a
reducing amount of around $150k. This strategy will increase
Council's capacity to borrow externally through the State
Borrowing Facility for major stand-alone capital projects and
support intergenerational equity principals.

Other expenses

Other expenses incorporate items such as insurance,
telecommunication and utility charges. The plan includes a
CPl increase of 2.5% for the majority of items apart from:

¢ electricity charges 3.5%
e insurance 4% per year
o disposal charges 5% per year

Surplus/deficit for the year

‘Profits’ or surplus operating results are important as it
generates funds for servicing long term debt and much
needed capital works. Council's operating results before
capital grants and contributions for the last two years were a
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deficit of $2.5m in 2013-2014 and a profit of $7.4m in 2014-
2015.

Capital income

Loans

Council will internally borrow an annual $2.5m per annum to
support the annual capital expenditure program.
Traditionally, loans are for a period of 10 years with a fixed
interest rate which Council will conduct a tender process to
ensure the most competitive interest rate should further
external borrowings be required in the future.

Plant and equipment
Plant and equipment will be disposed of as per the Plant
Replacement Program.

Property sales
Surplus property assets be sold as identified.

Capital expenditure

Loans

The repayment of existing loans will continue based on the
existing loan repayment schedules.

Capital works

Capital works will be undertaken as per the Delivery
Program and Asset Management Plan. The focus on
discretionary funding is the renewal of existing assets.

Plant and equipment purchases
Plant and equipment will be acquired as per the Plant
Replacement Program.

What are the key assumptions that underpin the Long Term Financial Plan?

Property purchases

The plan has not modelled any significant property
purchases. Council will continue to investigate strategic
opportunities to purchase property to take advantage of
income generation and diversification.

Relevant policies

a.

Borrowing strategy

This provides Council with loan borrowing decisions, with a
strategy emphasising the need for maintaining Council's
financial viability in terms of debt servicing and overall debt
level. Borrowings will be used to promote intergenerational
equity within Council’'s prudential limits and capacity to repay.
Net financial liabilities and associated net interest costs will be
maintained within target. Council currently has a loan liability
related to previously constructed/purchased assets. By
2024-2025, Council will have repaid these loans. An increase of
debt will allow Council to spread the burden of future capital
costs more equitably across future generations, and reduce the
growth in renewal costs that arise from the delay in investment
in assets.

Council will maintain a consistent borrowing level to support the
annual capital asset renewal requirements at a level of $2.5m
of new internal borrowings per year, with each loan to be repaid
over a 7 year period at 4% interest rate. Council may also
consider additional loans under any available interest subsidy
programs.

Benchmark - Debt Service Ratio to be maintained at less than
10% of operating revenue.
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Investment policy

This policy establishes the framework within which
investment principles are to apply to the investment of
Council funds. The general objective of the policy is to
maximise investment income, while maintaining security
and a satisfactory relationship with Council’s creditors and
financial institutions. Any Council money that is not
required for cash flow purposes in the short term is
invested. Sufficient money is retained in the transactional
account to meet ongoing commitments. The Local
Government Act 1993 prescribes how and in what
instruments Council may invest.

Benchmark - Investment returns are 100 basis points
above the AUSBond Bank Bill Index.

Pricing policy

The Local Government Act 1993 requires Council to
include in its Operational Plan, a Statement of the Council's
Pricing Policy with respect to the goods and services
provided by Council. The purpose of the Pricing Policy is to
explain the rationale behind each fee and charge set out in
Council’'s annual Schedule of Fees and Charges.

Council’'s Pricing Policy is made up of a Pricing Base and a
number of Pricing Principles which Council considers when
setting the level of its fees and charges. Some fees are
statutory and are set by State Government legislation and
Council cannot exceed the limits on these fees.

Fees and Charges outlined under the Pricing Policy are
reviewed annually as part of the Operational Plan process.

What are the key assumptions that underpin the Long Term Financial Plan?

Purchase and disposal of property strategy

The objective of the strategy is to assist Council with the
acquisition and/or disposal of land and/or buildings. These
are conducted to fulfil the following requirements:

e to ensure Council's and the public’s interests are
protected in all commercial transactions

e to assure probity in all Council dealings

e to ensure all transactions are carried out in accordance
with legislative and community requirements

e to ensure all transactions are conducted as
transparently as possible

e to assist Council in making decisions relating to its
property portfolio

e to assist Council to optimise commercial returns and
satisfy Council’s strategic objectives.

Financial Hardship policy

The objective of this policy is to provide financial relief to
customers of Council experiencing difficulties in meeting
their commitments in rates, debtors and other fees and
charges. Successful applications for hardship will be entitled
to write off of interest accrued over a period of twelve
months from the date of the debt subject to the debt being
paid in the agreed period. This policy will be available to all
ratepayers and organisations within the Campbelltown Local
Government Area.
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Projected statements

Q campbelltown

Income Statement /\ ity council
Long Term Financial Plan 10 Year Model
Year Ended 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
$('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000)
Income from continuing operations
Rates and Annual Charges 97,890 100,958 104,071 107,494 111,280 115,207 119,281 123,504 127,886 132,428
User Charges and Fees 15,724 17,149 18,441 19,962 21,308 21,757 22,220 22,697 23,188 23,695
Grants and contributions for operation purposes 24,746 22,591 22,622 22,657 22,853 23,049 23,249 23,457 23,703 23,963
Capital Grants, Subsidies & Contributions 21,324 45,673 53,929 68,948 64,855 37,380 37,388 29,161 29,170 29,179
Interest and Investment Revenue 5,215 5,522 6,072 6,489 6,643 6,805 6,974 7,151 7,336 7,529
Net Gain from Disposal of Assets 32,215 0 0 0 0 0 0 0 0 0
Other Revenues 3,880 3,917 3,982 4,072 4,174 4,278 4,385 4,495 4,607 4,722
Total Income from continuing operations 200,994 195,810 209,117 229,622 231,113 208,476 213,497 210,464 215,890 221,516

Expenses from continuing operations

Employee Costs 61,643 64,163 66,223 69,792 71,537 73,326 75,159 77,038 78,964 80,938
Materials and Contracts 26,058 25,296 25,698 26,128 26,929 27,754 28,606 29,484 30,388 31,321
Borrowing Costs 1,122 960 812 681 432 304 189 85 33 0
Depreciation 22,903 23,606 24,356 25,194 26,204 27,081 27,977 28,850 29,744 30,663
Other Expenses 35,240 35,009 35,579 36,543 38,452 39,031 40,346 41,711 43,886 44,601
Total Operating Expenses 146,966 149,034 152,668 158,338 163,554 167,496 172,277 177,168 183,015 187,523
Operating result from continuing operations 54,028 46,776 56,449 71,284 67,559 40,980 41,220 33,296 32,875 33,993

Net operating result for the year before grants
and contributions provided for capital purposes 32,704 1,103 2,520 2,336 2,704 3,600 3,832 4,135 3,705 4,814
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Projected statements

Q campbelltown

Balance Sheet "\ ity council
Long Term Financial Plan 10 Year Model

Year Ended 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

$('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000)

Current Assets
Cash and Investments 156,181 158,695 164,906 171,968 180,195 189,373 198,824 208,555 217,826 228,159
Receivables 6,606 6,784 6,976 7,170 7,373 7,583 7,798 8,019 8,247 8,482
Inventories 361 370 379 389 398 408 418 429 440 451
Other 46 47 48 50 51 52 53 55 56 58
Total Current Assets 163,194 165,896 172,309 179,577 188,018 197,416 207,093 217,058 226,569 237,149
Non-Current Assets
Receivables - - - - - - - - - -
Inventories 8,839 8,839 8,839 8,839 8,839 8,839 8,839 8,839 8,839 8,839
Infrastructure, Property, Plant and Equipment 2,054,751 2,095,548 2,143,057 2,204,750 2,262,134 2,292,235 2,322,494 2345456 2,368,758 2,393,157
Investments 15,276 15,276 15,276 15,276 15,276 15,276 15,276 15,276 15,276 15,276
Total Non-Current Assets " 2,078,866 T 2,119,663 @ 2,167,172 ' 2,228,865 ' 2,286,249 ' 2,316,350 @ 2,346,609 = 2,369,571 ' 2,392,873 ' 2,417,272
Total Assets 2,242,060 2,285,559 2,339,481 2,408,442 2,474,267 2,513,766 2,553,702 2,586,629 2,619,442 2,654,421

Current Liabilities

Payables 9,120 8,854 8,994 9,145 9,425 9,714 10,012 10,319 10,636 10,962
Provisions 21,634 22,174 22,729 23,297 23,880 24,476 25,088 25,716 26,359 27,017
Borrowings 3,551 3,222 3,042 2,596 2,366 2,194 1,304 1,021 - -
Total Current Liabilities 34,305 34,250 34,765 35,038 35,671 36,384 36,405 37,056 36,994 37,980

Non-Current Liabilities

Provisions 2,388 2,388 2,388 2,388 2,388 2,388 2,388 2,388 2,388 2,388
Borrowings 15,745 12,523 9,481 6,885 4,519 2,325 1,021 - - -
Total Non-Current Liabilities 18,133 14,911 11,869 9,273 6,907 4,713 3,409 2,388 2,388 2,388
Total Liabilities 52,438 49,161 46,634 44,311 42,578 41,097 39,814 39,444 39,382 40,368
Net Assets 2,189,622 2,236,398 2,292,847 2,364,131 2,431,689 2,472,668 2,513,889 2,547,185 2,580,060 2,614,053
Equity

Accumulated Surplus 909,587 956,363 1,012,812 1,084,096 1,151,654 1,192,633 1,233,854 1,267,150 1,300,025 1,334,018
Asset Revaluation Reserve 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035 1,280,035
Total Equity 2,189,622 2,236,398 2,292,847 2,364,131 2,431,689 2,472,668 2,513,889 2,547,185 2,580,060 2,614,053

41



Projected statements

2]
campbelltown
Statement of Cash Flows ~ POEtOWN

Long Term Financial Plan 10 Year Model

Year Ended 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
$('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000) $('000)
Cash Flows from Operating Activities
- Receipts 147,455 150,136 155,188 160,674 166,257 171,095 176,110 181,303 186,720 192,337
- Adjustments - Receivables 525 -188 -202 -205 -214 -220 -227 -233 -240 -247
- Payments -124,063 -125,428 -128,312 -133,144 -137,350 -140,415 -144,300 -148,318 -153,271 -156,860
- Adjustments - Payables 1,837 274 695 719 863 886 910 935 959 986
Net Cash provided by/(used in) Operating Activities 25,754 24,794 27,369 28,043 29,556 31,345 32,493 33,687 34,168 36,215
Cash Flows from Investing Activities
Receipts - Capital Grants/Subsidies/Contributions 1,279 1,294 1,314 1,333 1,341 1,350 1,358 1,367 1,376 1,385
Receipts - Proceeds from Sale of Assets 41,273 1,264 1,360 1,280 1,305 1,332 1,358 1,385 1,413 1,441
Receipts - Sale of Investments 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000 50,000
Payments - Purchase of Investments -50,000 -50,000 -50,000 -50,000 -50,000 -50,000 -50,000 -50,000 -50,000 -50,000
Payments - CapEx on Renewal/Replacement of Assets -22,990 -21,288 -20,610 -20,552 -21,379 -22,484 -23,564 -25,403 -26,665 -28,709
Net Cash Used in Investing Activities 19,562 -18,730 -17,936 -17,939 -18,733 -19,802 -20,848 -22,651 -23,876 -25,883
Cash Flows from Financing Activities
Receipts - Borrowings 0 0 0 0 0 0 0 0 0 0
Payments - Principal Repayments -3,743 -3,551 -3,222 -3,042 -2,596 -2,366 -2,194 -1,304 -1,021 0
Net Cash Used in Financing Activities -3,743 -3,551 -3,222 -3,042 -2,596 -2,366 -2,194 -1,304 -1,021 0
Net Increase/(Decrease) in cash assets held 41,573 2,513 6,211 7,062 8,227 9,177 9,451 9,732 9,271 10,332
Cash and cash equivalents at beginning of reporting period 114,608 156,181 158,695 164,906 171,968 180,195 189,373 198,824 208,555 217,826
Cash and cash equivalents at end of reporting period 156,181 158,695 164,906 171,968 180,195 189,373 198,824 208,555 217,826 228,159
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Projected statements

Key Financial Indicators

Sustainability

Indicator #1 - Cash Liquidity Position after accounting for external reserves

Indicator Title: Unrestricted Current Ratio
Indicator Definition: Current Assets less Externally Restricted Current Assets / Current Liabilities less Specific Purpose Current Liabilities
Benchmark: Greater than 2:1

Between 1:1 and 2:1

Less than 1:1 _

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended

June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
5.23 5.36 5.52 5.76 5.96 6.17 6.55 6.79 7.19 7.35

Cash Liquidity Position Measure Explained
Shows Council's ability to meet debt payments as they fall due.

A ratio of less than one is undesirable _ between one and two is fair and greater than two is good
Council's forecasted cash liquidity position will remain above two over the next ten years. This is mainly due to Council's strong internal reserves.

Commentary
Council's liquidity is more than satisfactory. Council can easily pay its debts as they fall due.
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Projected statements

Indicator #2 - Operating performance measure
Indicator Title: Operating Performance Ratio

Indicator Definition: Net continuing operating result (excluding capital grants and contributions) / Total continuing operating revenue (excluding capital
grants and contributions)

Benchmark: 2 0%
0% - (3%)

< (3v) I

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended

June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
0.27% 0.73% 1.62% 1.45% 1.63% 2.10% 2.18% 2.28% 1.98% 2.50%

Operating Performance Measure Explained
Measures a Council's ability to contain operating expenditure within operating revenue.

\ ratio of less than negative 3% is undesirable [ BBl between 0% and negative 3% is fair greater than or equal to 0% (break even) is good

Commentary

It is important to note that this indicator is heavily impacted by depreciation and the split of capital works v operational expense that is dispersed during any one year.
Depreciation is an accounting measure of the estimated reduction in asset value over time. Rather than the basic calculation of depreciation, Council funds the total asset renewal
and maintenance required according to detailed lifecycle modelling of each individual asset and in alignment with Council's Asset Management Plans. Council's short term
sustainability is better reflected by reference to the Unrestricted Current Ratio and Own Source Revenue Ratio. Council's longer term sustainability can also be supported by the
improved infrastructure backlog ratio.
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Projected statements

Indicator #3 - Own Source Revenue

Indicator Title: Own Source Revenue Ratio
Indicator Definition: Total continuing operating revenue (excluding all grants and contributions) / Total continuing operating revenue
Benchmark: > 60%

50 - 60%

<s0% [N

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended
June June June June June June June June June June

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
61.05% 65.14% 63.39% 60.11% 62.05% 71.01% 71.60% 75.00% 75.51% 76.01%

Own Source Revenue Measure Explained
This ratio measures fiscal flexibility and robustness. It is the degree of reliance on external funding sources such as operating grants and contributions. A Council's financial
flexibility improves the higher the level of its own source revenue. It also gives Council a greater ability to manage external challenges that arise.

Commentary

Council continues to exceed the benchmark for Own Source Revenue. This displays Council's ability to control operating performance and support financial sustainability.
Council's performance in this ratio is heavilty impacted by developer contributions that are excluded as own source revenue and are significant in value.
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Projected statements

Indicator #4 - Building and Asset Renewal

Indicator Title: Building and Asset Renewal Ratio
Indicator Definition: Asset renewals (building and infrastructure) / Depreciation, amortisation and impairment (building and infrastructure)
Benchmark: 2100%

Less than 100% _

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended
June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

100.20% 105.69% 100.01% 101.30% 102.61% 103.94% 105.29% 106.67% 105.69% 104.73%

Building and Asset Renewal Expenditure Measure Explained
This ratio compares the proportion spent on infrastructure asset renewals and the asset's deterioration in terms of depreciation.

A ratio of less than 100% is undesirable _ while a ratio of 100% or greater is desirable

Commentary

This ratio also uses the accounting measure of depreciation as the required spend on renewing Council's assets per annum. Depreciation is an accounting measure and does not
reflect any condition ratings and at best only reflects a residual value. Council undertakes much more complex modelling using current condition assessments of assets to
determine actual funding required over the life of each individual asset. Council is currently funding 100% of renewal requirements in strict accordance with the Asset Management
Plans. This will result in complete elimination of the infrastructure renewal backlog within a 10 year period. It is also important to note Campbelltown City Council received a
'Strong’ Infrastructure Management Assessment rating by the Office of Local Government in the ‘Local Government Infrastructure Audit’ June 2013.
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Projected statements

Effective Infrastructure and Service Management
Indicator #5 - Infrastructure Backlog
Indicator Title: Infrastructure Backlog Ratio

Indicator Definition Estimated cost to bring assets to a satisfactory condition / Total (WDV) of infrastructure, buildings, other structures, depreciable
land, and improvement assets

Benchmark: < 2%
2% - 3%

> 3% I

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended

June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
1.77% 1.47% 1.19% 0.91% 0.64% 0.40% 0.16% 0.00% 0.00% 0.00%

Infrastructure Backlog Measure Explained
The infrastructure backlog ratio indicates the proportion of backlog against the total value of Council's infrastructure assets. It is a measure of the extent to which asset renewal
is required to maintain or improve senice delivery in a sustainable way. This measures how Council is managing infrastructure which is so critical to effective community

sustainability.
A ratio of greater than 3% is undesirable _ Between 2% and 3% is fair and less than 2% is good
Commentary
In 2014-2015 Council implemented a long term asset renewal strategy funded by a special rate variation and loan borrowings. The success of this funding strategy is reflected

within this ratio that directly addresses Council's infrastructure backlog and provides adequate funding on a annual basis to support the required asset maintenance and renewals.
As a result, Council's Infrastructure backlog is projected to be eliminated within the 10 year period.
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Projected statements

Indicator #6 - Asset Maintenance

Indicator Title:

Indicator Definition

Benchmark:

Asset Maintenance Ratio

Actual asset maintenance / Required asset maintenance

> 100%

80%-100%

<soe [N

Year ended Year endedYear ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended
June June June June June June June June June June

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%

Asset Maintenance Measure Explained
The asset maintenance ratio reflects the actual asset maintenance expenditure relative to the required asset maintenance. The ratio provides a measure of the rate of asset
degradation (or renewal) and therefore has a role in informing asset renewal and capital works planning.

A ratio of less than 80% is undesirable _ Between 80% and 100% is fair and greater than 100% is good

Commentary
In 2014-2015 Council implemented a long term asset renewal strategy funded by a special rate variation and loan borrowings. This success of this funding strategy is reflected
within this ratio that directly addresses Council's annual required maintenance and provides adequate funding to ensure appropriate condition of assets is maintained.
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Projected statements

Indicator #7 - Borrowing and Debt Servicing
Indicator Title: Debt Service Ratio

Indicator Definition Cost of debt senice (interest expense and principal repayments) / Total continuing operating revenue (excluding capital grants
and contributions)

Benchmark: > 0% - 10%
10% - 20%

>200 [N

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended

June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
2.64% 2.92% 2.52% 2.24% 1.82% 1.56% 1.35% 0.77% 0.56% 0.00%

Debt Service Ratio Measure Explained
This measure reflects the percentage of annual revenue required to meet annual loan repayments. Prudent debt usage can also assist in smoothing funding costs and promoting
intergenerational equity.

A ratio of greater than 20% is undesirable _ Between 10% and 20% is fair and less than 10% is good

Commentary
Council's ability to senice its debt is excellent. In 2020 the decrease in debt senicing cost results from the finalisation of a interest free loan that funded the Farrow Road link to

Campbelltown Railway Station.
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Projected statements

Efficiency

Indicator #8 - Real Operating Expenditure Per Capita

Indicator Title: Real Operating Expenditure
Indicator Definition Operating expenditure / Population
Benchmark: Decreasing

Stable

increasing NN

Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended Year ended

June June June June June June June June June June
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
875.58 858.77 849.17 852.72 848.49 831.70 819.77 814.72 815.29 809.68

Real Operating Expenditure Measure Explained
It is acknowledged the difficulty in measuring public sector efficiency and productivity changes over time. This measure assumes that senice lewvels remain constant and that a
decline in real operating expenditure per capita indicates efficiency improvements.

An increasing expenditure per capitais | A stable expenditure per capita is fair A decreasing expenditure per capita is
undesirable good

Commentary
There are some major flaws in the use of this measure to demonstrate efficiency including the use of depreciation, asset expense requirements and capitalisation thresholds.
Council has a constant focus on innovation and business improvement and regularly tracks and reports on the outcomes achieved via the Innovation and Performance Sub
Committee. Since 2005 Council has reported $13.6m of savings and efficiency gains equating to an average of 1% of operating revenue per annum. In addition, senice reviews
relating to the efficiency criteria is a body of work that will continue be a part of Council's business improvement practices however as the outcomes are not yet realised has not
been reflected in this Long Term Financial Plan.
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