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1.  Foreword

Message from Councillor Maree Statham Mayor

| am pleased to present to you the 2022-2032 Long
Term Financial Plan (LTFP) Options for a
Sustainable Future post-consultation update.

The LTFP helps guide the Council to ensure that our
community’s vision for the future of the Lithgow
Region is achieved in a financially suitable way.

Lithgow LGA, like many other areas across NSW, has
witnessed immense challenges over the last few
years, including drought, fires, floods, and the COVID-
19 pandemic. In developing the LTFP, Council needed
to be mindful of these and other external factors which
will impact Council’s long term financial sustainability.

Over the last 30 years, Councils have been subject to rate pegging, cost shifting and a
reduction in the levels of financial assistance funding received from the Australian
Government. This has constrained their ability to deliver services within their means. This has
been particularly challenging more recently, as we have seen the cost of many of Council’s
major inputs rise significantly, including fuel, electricity, gas and employee costs. In addition,
income from interest on Council’s reserves has been severely depleted due to record low
interest rates. Council also has a backlog of asset maintenance and renewal. Council has
traditionally addressed these challenges through the identification of cost savings and
efficiencies. The Council has been briefed by the Council’s administration that we have now
reached a point where Council must take a decision about either increasing its revenue to
maintain current levels of service or reducing service levels.

Planning for Council’'s future financial sustainability will involve extensive community
consultation over the next six to twelve months. Council’s aim is to place our community in the
best possible position to take advantage of and create new economic opportunities.

To make the most of these new opportunities, we need to ensure that we have a financially
sustainable Council to build and maintain new infrastructure and to support new industries
whilst ensuring the liveability of the Lithgow LGA for current and future residents. As
custodians of this LTFP, Council has mapped different financial scenarios to fund the
community’s vision for the future of the Lithgow area.

Whilst there is no denying that we are living in challenging times, there are many reasons for
optimism for the future. To realise our potential, we will have to embrace change and, in some
cases, make difficult decisions. This is not easy and requires strong leadership from all levels
of government and industry.

Our community is strong and resilient, and | judge it to be ready for necessary change.. Let’s build on
this to create a stronger, brighter future together.
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Message from the General Manager Mr Craig Butler

The Long Term Financial Plan (LTFP) is a 10-year rolling plan that informs decision-making
and ensures the community’s vision, objectives and needs can be resourced and funded

This LTFP supports Council in:

e Leading the change required fora community and economy in transition;
¢ Initiating opportunities for future income and economic growth; and
e Maintaining and renewing the infrastructure required for a sustainable future.

Over the last 10 years Council has consistently reported deficit operating results (before capital
grants) in its financial statements. This has resulted in drawing down of internally restricted
reserves and difficulty sustaining the required level of spending on asset maintenance and
renewal. To a great extent, this has been caused by Council’s revenue being significantly
lower than for comparable Councils.

We are exposed to the same challenges as these other councils across NSW - rate pegging,
ageing assets, under-investment and cost shifting from other levels of government. In addition
to this, there has been a significant fall in interest income due to record low interest rates and
lower reserve balances. At the same time, costs are rising with higher inflation.

The city’s future and the performance of the Council are intrinsically linked. The Council needs
the capacity to innovate, pursue more productivity and prepare the city for the future. The
abovementioned internal and external factors mean that we need to act now to ensure Council
can achieve these things. This view has been supported by the Council’s Audit, Risk and
Improvement Committee’s independent experts.

In June 2022, Council adopted a 2022-2032 LTFP which was regarded as interim. The interim
LTFP satisfied the timelines for development of an LTFP and included a scenario which sees
Council achieve financial sustainability. At that point in time, the detail of the approach to
sustainability was yet to be determined and approved by Council.

In July 2022, Council resolved to commence community engagement on two options for a
sustainable Lithgow. In September 2022, the LTFP was updated with the two options as
Scenarios 2 and 3.

During the consultation period, Council engaged extensively with quarrying, mining and power
generation ratepayers. There was a general appreciation by major industry of Council’s
collaborative and extensive engagement. As an outcome of that engagement, there was an
almost universal acceptance of the need for the proposed special rate variation. There was a
recognition that major industry should contribute its fair share to the overall increase. Major
industry was also very keen for close collaboration to continue and felt the best way to manage
future economic and social challenges was with major industry, Council and others working
together. Major industry desired to make their contributions more directly and with more
involvement and collaboration in outcomes.

As a result of the consultation and collaboration, power generation and mining ratepayers have
proposed to make part of their increased contributions ($1.092M) directly into a future fund to
support the community through economic transition. This would reduce the special variation
amount from $6.2M (based on 2022/23 notional yield) to $5.1 million. Importantly, it does not
significantly impact Council’s financial sustainability under Option 1.

Lithgow City Council Long Term Financial Plan
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In this post-consultation LTFP update, Scenario 3 has been updated with a lower overall
Special Rate Variation amount and the inclusion of income and expenditure from the planned
economic transition fund. At the same time, the capital works program (funding sources and
expenditure) has been refined for all three scenarios.

A summary of the LTFP update scenarios is provided below (detailed in Section 9 of this
document) :

e Scenario 1 — Base case — a “do nothing approach” which would see Council in an
unsustainable financial position,

e Scenario 2 - Service Levels Reduced — to implement this scenario, Council will need
to undertake a comprehensive review of its services and present a plan to the
community for a reduction in levels of service, and

e Scenario 3 — Service Levels Maintained — Council would apply for a permanent
increase in general rate income (a Special Rate Variation) above the peg rate set by
IPART. The addition of $5.1 million to Council’s annual general revenues equates to a
38% overall increase in rates (including rate peg of 3.7%). Great care has been taken
to distribute the rating as fairly as possible amongst the various rating categories, and
as a result the impact on residential rating under this proposal would typically be 27.7%
(including expected rate peg). Economic transition fund income and expenditure of
$1.1Mp.a. has also been included in Scenario 3.

The LTFP is usually updated annually in response to changes in the financial environment
and community expectations. The document is placed on public exhibition as part of the
Integrated Planning and Reporting process. Council invites the community to make
comment and ask questions on any aspect of our financial strategy.

2. Introduction

The Long Term Financial Plan (LTFP) 2022-2032 is a 10-year rolling plan that informs
decision-making and demonstrates how the objectives of the Community Strategic Plan and
commitments of the Delivery Program and Operational Plan will be resourced and funded.

The LTFP is projected from Council’s original 2022/23 budget, which is the base year of the
LTFP. Future years in the LTFP rely upon on a range of assumptions used to project future
revenue and expenditure. In addition to revenue and expenditure forecasts, the LTFP also
includes a projection of Council’s balance sheet and cash flow.

The primary purpose of the model is to assist in long term decision making regarding the
prioritisation of the services delivered by Council and what assets and financial resources are
required to provide those services. The model serves as a guide to Council’s future financial
position. However, the projections contained in the LTFP are subject to change due to a variety
of external factors as well as major decisions made by Council. It is necessary to regularly
review and monitor a variety of factors and if necessary, revise the projections contained in
Council’'s LTFP.

Key points of the plan

In recent years, Council’'s across NSW have faced enormous challenges such as drought,
floods, a transition to a net zero emissions economy, a global pandemic, cost shifting from
other levels of government and changes in the geopolitical landscape which have pushed the
prices of goods and services upwards.
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This Long Term Financial Plan supports Council in addressing the following challenges:

e leading the change required to support a community and economy in
transition;

¢ Initiating opportunities for future income and economic growth; and

e To source revenue to maintain and renew the infrastructure required for a
sustainable future.

In particular, this plan models the financial implications of the Lithgow Community Strategic
Plan and Delivery Program, along with the ability to maintain existing facilities and
infrastructure based on a range of assumptions and known constraints.

As decisions are made, more detail is added to the LTFP. For example, as the council finalises
its Delivery Program, the first four years of the LTFP will become firmer. As the Operational
Plan is completed, the detailed budget will form the first year of the LTFP. The LTFP is
reviewed and updated each year to check that key assumptions and estimates are current.

Purpose of the LTFP and its place in the IP&R process

The Long Term Financial Plan is one component of Council’s Integrated Planning and
Reporting (IP&R) Framework. It forms part of Council’s Resourcing Strategy which underpins
the Lithgow Community Strategic Plan, along with the Workforce Management Plan and
Strategic Asset Management Plan.

These documents are all integral to Council’s four-year Delivery Program and provide inputs
and outputs for one another. The suite of documents should be viewed together as part of
Council’s overall strategy.

The LTFP provides a framework within which, Lithgow Council can assess its capacity to meet
the Community’s expected level of service.

The Plan will also aim to:

e ensure transparency and accountability of Council to the community;

o identify early any emerging financial issues in the short, medium and long
term;

¢ take a wholistic approach to solving financial issues;

o establish the interconnectivity between strategic plans;

o understand the impact of some decisions on other plans, strategies;
organisation and the community;

e help measure Council's level of success in implementing strategies &
programs and;

e confirm that Council can remain financially sustainable in the longer term.

Review cycle

The LTFP is reviewed annually as part of the IP&R ongoing monitoring and review process
or may be updated in response to changes in plans, for example, secured grants for capital
expenditure, unexpected expenditure on Council assets/ services or in response to external
factors such as the recent pandemic or other external events.

Lithgow City Council Long Term Financial Plan
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State Plans and Strategies

Relevant Regional Plans JO Statement of Strategic
and Priorities Regional Priorities

Ongoing monitoring and review

Community Strategic Plan

Resourcing Strategy

Other Council Strategies
and Plans [ ‘Workforce Management Strategy ]

Examples Include:
Disability Inclusion Access Plan [ Long-Term Financlal Plan J
Local Strategic Planning Statement
Environmental Strategles [ Asset Management Strategy and Plans ]

Ongolng monitoring and review

Figure 1 IP&R Framework Integrated Planning Report Handbook p5

How to read this plan

Councils are required to prepared LTFP for a minimum of 10 years. The LTFP should be read
in relation to the objectives of the Community Strategic Plan as well as the Delivery Plan,
Operational Plan and Asset Management Plan. The LTPF evaluates revenue and expenses
and is used to guide Council’s future decision making, financial sustainability and to identify
risks.

The LTFP has eleven main sections:

1. Foreword: From the Mayor and the General Manager introducing the community to
the plan.

2. Introduction: Provides a brief explanation of how the LTFP sits within the IP&R
framework.

3. Context: Discusses social, environmental and economic factors which may impact on
the plan.

4. Strategic Alignment: How the LTFP supports the delivery of the suite of IP&R
documents

5. LTFP Assumptions: Key assumptions such as service levels, population forecasts
and anticipated regional economic growth and Council expenditure and major capital
and revenue and expenses are detailed in this section.

6. Council’s Current financial position: Overview of Council’s current financial position.

Lithgow City Council Long Term Financial Plan
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7. Risk Management: Identifies risks and mitigation strategies.

8. Sensitivity Analysis: Details the impacts of various scenarios on Council’s plans.

9. Scenario Modelling: Uses assumptions to model different scenarios and the impact
that they will have on Council’s General Fund, water fund and sewer fund.

10. Performance Monitoring: process of collecting, analysing and reporting data
regarding the performance of an organisation to ensure that Council is achieving its
objectives.

11. Appendices: has detailed financial statements for consolidated revenue, general fund,
capital works as well as key performance indicators

Long-Term Financial Plan - 10 years

- 2 3 4 S 6 7 8 9 10

Detailed budget Forward estimates Financial
from the from the Delivery projections and
Operantional Plan Program assumptions

Figure 2. Long-term Financial Plan 10 years IP&R Handbook p37

3. Context

Overview of Lithgow City Local Government Area

The Lithgow local government area is located on the western ramparts of the Blue Mountains,
140 kilometres from Sydney. The Lithgow Local Government area totals 4,567 square
kilometres from the Capertee and Wolgan Valleys in the north, Little Hartley in the east, Tarana
in the south and Meadow Flat in the west.

The major urban centre of Lithgow nestles in a valley of that name, overlooked by the
sandstone escarpments of the Blue Mountains.

In addition to the major urban centre of Lithgow, the Lithgow local government area has 12
villages/ hamlets with mining or farming backgrounds. These smaller centres have proven to
be attractive rural residential areas, along with the broader rural areas.

The Lithgow LGA lies almost wholly within the Wiradjuri Aboriginal nation, with the
Gundungurra nation situated to the south and the Darug nation to the east.

Lithgow was previously perceived to be an inland mining and industrial centre, however, recent
developments have seen Lithgow recognised as an important tourism destination, heritage
centre and a desirable residential area.

The Lithgow local government area includes World Heritage listed National Parks and State
Forests, making Lithgow an important leisure destination for Sydney residents.

Lithgow City Council Long Term Financial Plan
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Lithgow has unlimited opportunities for outdoor activities such as bush walking,
mountaineering, camping, orienteering, hang gliding, horse riding, off road 4wd, fishing, sailing
and water skiing.

Hassans Walls (shutterstock)
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Social Demographic

21,516 total population
45 Median Age
9.3% of residents were born overseas

11% of the population are older
couples without children

22% of the population are couples with
children

5.7% of residents are Aboriginal and
Torres Strait Islander decent

9% of residents have a university
qualification

27% households have a mortgage

$987 median Weekly household
income

23% households rent

$324 median weekly mortgage
repayment




Economic Statistics

$1.62b Gross Regional Product
1,335 Local businesses

8,690 local jobs

3.9% unemployment

$489m value add from mining to local
economy

942 people employed in mining

$67.4m generated by tourism and
hospitality

| UEFLEFITEITL] &
e o B




Page |12

Local Government assets and services / Council’s role

Council is a responsible financial manager who delivers cost effective, equitable and efficient
services and assets which reflect the community’s needs and expectations and is guided by
the long-term strategic plans and objectives identified in the Integrated Planning and Reporting
Framework.

Lithgow City Council is structured into five Divisions:

Executive

People & Services

Finance and Assets

Water Wastewater and Waste
Infrastructure Services.

Services Council provide include:

Asset management

Capital works

Community and cultural development
Development assessment

Environmental health and building control
Recreation and open space management
Urban planning.

Our internal services include

Customer services

Finance and accounts

Human resources and organisational development
Risk management

Information systems

Document management

Governance.

Council ‘s service catalogue is illustrated below.

Lithgow City Council Long Term Financial Plan
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Strategic
Plan 2035

Service Catalogue — Based on the Community Strategic Plan 2035

Caring for our
Community

Strengthening
Our Economy

Developing our
Built
Environment

Enhancing our

Natural
Environment
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Responsible
Governance &
Civic Leadership

Library Services

Local Studies

Aged Services

Children Services

Youth Services
Information Services
Access to Technology
Outreach Services
Leaming Events & displays

Community Development

Indigenous & CALD
Voluntesring

Mental Health

Family Friendly

Youth

Aged Services

Community Health Services
Disability

Community Safety

Crime Prevention
LEMO

Road Safety
Ranger Services
[Enforcement)

Animal Welfare

*  Animal Control
*  Animal Shelver

Ecomomic Development

®*  Branding and Signage
*  Marksting/Promoticnal
Materials & Activities

*  Lithgow Tourism Centre
*  Tourism Digital/Social Media

*  Exhibitions

#  Public Programs
Cultural Development

*  Mussum Services

*  Heritage Conservation,

Promotion & Management
*  Civic Spaces & Public Places

Strategic Land Use Planning

*  Land Use Plans/Strategy
*  Land Use Projects

Development Planring

+  Development Assessment
+  Heritage Planning
*  Development Cartificates

Building Cantrol & Complisnce

- Construction Certificates
+  Compliance Servioss
+  Emvironments| Hesith

Arzet Manzagement & Plarning

Property Management (Buikdings)
Equipment Management [Plart)
Mairtenance Forecasting
Recreztion

Cemeteries

Aquatic Centre

Infrastructure Design, Construction &
Mzimtenance

= Each Asset Class (roads, bridges,
footpaths, cydewsys, rosd
drainage/stormwater).

= Contractor Management

*  Cleaning

Water & Wastewater Design, Construction &
Maintenance

= Water
- Wastewater
*  Plants & Pump Statians

Waste Management Services

=  Collection [public & private]

*  LandfillTransfer Station
Management

*  Waste Strategy

Matural Resource Management

*  Emergency Management
[Floodplain etc)

*  Raw Water Supply

*  Reserve Management

®  Matural Resource
Maintenance [Trees &
Foreshores, Threatened
Species).

* MNoxious Weeds Management

Sustainability

*  Environmental Compliance
*  Education & Programs

Lithgow City Council Long Term Financial Plan

Information Manzgamens &
Technology

- Metwork
Administration

- Records

- ‘Web Services

- Telecommunicatio
ns

. =17

Customer Service

- Call Cantre

= Receipting

+  Facetofsc
Seniice

= Application
Bracessing

Financizl Marsgemans

Planning
Pracuramens
Compliance
Investments
Rating & Revenue
Reparting

Rizk Management

|Corporate]

- Insuramos

= Auditing

- Business
Cantinuity Plan

s Risk Mitigztion

- b
Plarning &
Reparting

= Business Planning

= Businesz
Irprovement

Communicstion
- Media
*  Planning &
Engagament
= Marketing &
Brarding
Carporate.
- Integrated
Plarning &
Reporting

+  Business Planning
*  Business
Improvement

Civic & Coundillor Services

= Training
Maturaiisation
Ceremonizs
Coundl Mestings
Coundillor Support

Advocacy
Civic Functions &
Ewents

Peaple & Culture

+  Woriforoe
= Injury & Incident
Mansgement
*  Emgloyes
Belzsions &
Engagement
*  Remunerstion
Seructure
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Stakeholders / partners/ agencies

Council is a party to a number of partnerships and joint ventures — these include but are not
limited to:

o Western Sydney Regional of Council’s (WSROC) - An Organisation of councils for
the sharing of knowledge, bulk procurement, and provision of human resources
services such as training, promotion of the area and a driver for improvements to the
region

¢ Netwaste - was established in 1995 to form a collaborative approach to waste and
resource management. It has 26-member Council’s overing 40% of the State. In
addition to delivering waste service arrangements, it works collaborate with Council’s
on targeted waste projects and education programs.

e State Library - Provision of support service for the Lithgow Library Service.

¢ Sydney Catchment Authority - Council entered into an agreement for the ongoing
costs for the UV Disinfection Units at the Lithgow and Wallerawang Sewerage
Treatment Plants.

e Voluntary Planning Agreements Council has a Voluntary Planning Agreements
(VPA) policy and it is expected there will be a growing number of VPAs in future
years.

Financial issues/risks facing council
Financial Sustainability

Council has consistently reported deficit operating results (before capital grants) in its financial
statements for the past 10 years. This has resulted in drawing down of internally restricted
reserves and difficulty sustaining the required level of spending on asset maintenance and
renewal.

In the past two years, there was a significant fall in interest income due to record low interest
rates and lower reserve balances, at the same time as rising costs and higher inflation.

Council needs to be mindful of setting service levels at a sustainable level. Council has
commenced a process of engaging in a conversation with its community on how best we can
achieve levels of service that are both affordable and acceptable, given the significant ongoing
financial challenges.

Council’'s financial challenges have informed the LTFP and in simple terms can be expressed
as:

e Fund the capital program with a focus on renewing existing assets, not building new
assets; including consideration of whole of life costs of assets in decision making.

¢ Investment in our asset base at agreed service levels (which includes potential asset
rationalisation to focus expenditure on priority community assets).

e General Fund expenses do not exceed income (living within our means).

¢ Active management of internally and externally restricted reserves.

Lithgow City Council Long Term Financial Plan
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Rate Peg

For over 30 years NSW councils have been subject to rate pegging. Rate pegging is the
maximum percentage limit by which NSW councils may increase the total income they receive
from rates. The rate pegging percentage is set each year by IPART.

For many years the NSW Local Government sector has objected to rate pegging due to the
adverse effect it has on the financial sustainability of NSW councils. IPART, in its 2008 paper
- Review of the Revenue Framework for Local Government found that over the period 1976/77
to 2006/07 taxation (i.e. rates) revenue grew more slowly in NSW than in the rest of Australia.
Since rate pegging was introduced in NSW, rates revenue per capita for NSW councils
increased by an average of 1.9% per annum, compared with 3.4% per annum for the rest of
Australia. IPART has acknowledged that rate pegging has constrained the growth of NSW
councils' rate revenue relative to councils in other states.

It has been Council’s experience, that many of its major costs have increased at a higher level
than rate pegging. Major examples of this include energy costs (fuel, electricity, gas), materials
used in the construction and maintenance of Council’s road and drainage networks and labour
costs. In the past, Council has addressed this challenge through the ongoing identification of
cost savings and efficiencies.

Cost Shifting

Cost shifting describes a situation where the responsibility for, or merely the costs of, providing
a certain service, concession, asset or regulatory function are 'shifted' from a higher level of
government on to a lower level of government without providing corresponding funding or the
conferral of corresponding and adequate revenue-raising capacity. Local Government NSW's
Cost Shifting Survey is conducted annually and seeks to establish the extent of cost shifting
by the Australian and NSW Governments on to NSW Local Government.

The survey results confirm that cost shifting continues to place a significant burden on councils'
financial situation. Despite the recognition of cost shifting and its adverse impacts on NSW
local government, cost shifting remains at a high level (around 6 per cent of councils' total
income before capital amounts).

Contributions to the Fire and Rescue NSW, NSW Rural Fire Services and NSW State
Emergency Service, lack of adequate funding for public libraries and the failure to reimburse
councils for mandatory pensioner rebates are major examples.

Asset Renewal Funding

A major ongoing challenge for the NSW Local Government sector is the need to provide
adequate levels of funding for the maintenance and renewal of existing infrastructure. This has
been previously highlighted in a number of studies, such as the 2006 Local Government and
Shires Association’s Independent Inquiry into the Financial Sustainability of NSW Local
Government and the 2013 report released by NSW Treasury Corporation (TCorp) in regard to
financial sustainability of all NSW councils. The TCorp review identified an infrastructure
renewal backlog of $7.2 billion across all NSW councils.

These studies have identified the need for NSW councils to significantly increase funding for
the renewal of existing infrastructure. They have further identified that if funding is not

Lithgow City Council Long Term Financial Plan
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increased in the immediate term, then the infrastructure renewal backlog will continue to
increase at a level which may become too great to address without serious ramifications on
service delivery.

For Council, the infrastructure renewal backlog as at 30 June 2020 was $9.5 million. Council
is a custodian of infrastructure, property, plant and equipment assets that have a value of
approximately $580 million. Without adequate funding, effective maintenance and renewal of
these assets to maximise their potential life cannot be achieved.

Scenarios 2 and 3 of the post-consultation LTFP ensure that depreciation and on-time
renewals in all asset categories is fully funded. This means that the condition of all assets
(including roads) should improve significantly over time. The scenarios also include $500K p.a.
for reducing the roads infrastructure backlog. Council will be able to fund asset renewals
without reliance on external funding. Over $2Mp.a. in additional operational maintenance
funding is also included in Scenarios 2 and 3.

4. Strategic Alignment

The Community Strategic Plan is developed in consultations with the Lithgow community and
outlines their wants, needs and aspirations. The Community Strategic plan is delivered through
the Delivery Program and Operational Plans of Council.

The Resourcing Strategy, which includes the LTFP, is critical to ensuring that Council has the
capability and capacity to deliver the services as planned. The LTFP aligns the delivery of
services as outlined in the community expectations with the requirement for responsible
management of Council’s current and future financial sustainability.

The aim of the LTFP is to provide the Council with sound financial information upon which to
make decisions. Decisions made by Council are reflected in the annual revision of the LTFP,
as estimates of revenues, expenditures and capital investments are refined and become more
accurate. As decisions are made, more detail can be added to the LTFP. For example, as
Council finalises its Delivery Program, the first four years of the LTFP will become firmer. As
the Operational Plan is completed, the detailed budget will form the first year of the LTFP.

The LTFP takes into account service planning reviews, with service managers identifying
current levels of service, forecasting future service demand, identifying the asset requirements
and estimating the future incomes and expenditure. Through service planning Council has a
very good understanding of the risks and challenges to the future sustainability of the Council.
This work continues to be refined as grant funding is secured for key infrastructure, internal
asset data improves and the external operating environment changes (for example, as a result
of the COVID-19 pandemic).

The following CSP focus areas are funded within the LTFP Sustainable Council scenario.
Other CSP focus areas will require Council to advocate to other levels of government and/or
to seek grant funding opportunities.

Caring for Our Community

e Housing and land availability & affordability (Lithgow Housing Strategy 2022/23)

e Support our community groups (annual Financial Assistance Program)

e Support and connect our communities - Develop ‘The Seven Valleys' brand
(destination marketing funding)

Lithgow City Council Long Term Financial Plan




Page |17

o Retain our rural and urban village identities and character (Village Improvement
Program)

Strengthening our Economy

e Employment land availability (ongoing development of a Land Bank)
e Transition our economy

e Develop and implement the Lithgow Emerging Economy Program

e Develop ‘The Seven Valleys’ Brand (destination marketing funding)

Developing our Built Environment

¢ Roads and transport infrastructure (annual maintenance and renewal programs)
¢ Infrastructure upgrade/renewal (annual capital works program)

e Improve the appearance of towns & villages (Village Improvement Program)

e Recreation Precincts (annual programs)

Enhancing our Natural Environment

¢ Develop a Climate Change Strategy (2022/23)

e Tourism infrastructure that protects our natural environment (Hassans Walls
Environmental Studies 2022/23)

e Implement the Floodplain Management Plan (ongoing)

¢ Waste & Recycling (Resource Recovery Centre operations funded from 2022/23)

Responsible Governance & Civic Leadership

e Financial sustainability (LTFP Scenario 3)
e Provision of timely, efficient and consistent quality customer service (Customer Service
Review — recommendations implemented 2022/23)

5. LTFP Assumptions

The long-term financial model requires Council to identify all material items of revenue and
expenditure and determine the external and internal influences which could significantly
impact onCouncil’s finances.

Service Levels

Council’s service levels vary for each of three scenarios:

e Scenario 1 — Base Case: assumes rate increases limited to the rate peg and has been
modelled to show “business as usual”. If Council were to maintain current service levels
with rate peg increases only, Council would not be financially sustainable.

e Scenario 2 - Service Levels Reduced — to implement this scenario, Council will need
to undertake a comprehensive review of its services and present a plan to the
community for a reduction in levels of service, and

e Scenario 3 — Service Levels Maintained — Council would apply for a permanent
increase in general rate income (a Special Rate Variation) above the peg rate set by
IPART. The addition of $5.1 million to Council’s annual general revenues equates to a
38% overall increase in rates (including rate peg of 3.7%).
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Further details of Council’s scenarios are provided in Section 9 Scenario Modelling.

The LTFP will be reviewed as required when the type of service or service levels are varied
by Council in reflection of community needs and priorities. In such cases, the capacity of the
Council to fund these services will be assessed against the financial policy framework
provided in the LTFP.

Under recent amendments to the Local Government Act, all councils are required to review
their services as part of good management practice.

Population forecasts

As recorded in the 2021 ABS census, the usual resident population of the Lithgow Local
Government Area (LGA) was 20,842, living in 10,238 dwellings with an average household
size of 2.25.

From 2016 to 2021, Lithgow’s population declined by 248 residents or approx.. 1%.

Council believes that through proactive leadership, Lithgow’s population will grow at 0.89%
p.a., reaching 25,500 residents by 2040.

This is in contrast to the NSW Department of Planning and Environment (DPE) population
projections 2019 which predicts a 4% population decline in the years to 2041; a common trend
shared with other regional LGA’s.

In this LTFP, using the conservative estimates, no allowance has been made for additional rate
revenues for Council as a result of population growth.

Council faces a degree of uncertainty in terms of its ongoing rate revenues over the life of the
plan. It is for this reason that no major charges (including an allowance for rating base growth)
have beenincluded at this stage.

Ariel view of Lithgow - shutterstock
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Anticipated levels of local economic growth

Lithgow City Council Region has a gross regional product which is estimated at $1.62 billion.

Mining is Lithgow’s larges industry by value. Lithgow’s top ten industries by value add is listed
below

LITHGOW TOP 10 INDUSTRIES BY VALUE ADD

Other Services
15%

Education and
Training
4%

Mining
35%

Transport, Postal and
Warehousing
5%

Construction
5%

Health Care and Social
Assistance

Electricity, Gas, Water 6%

: Manufacturin
and Waste Services pyp|ic Administration and Safety €

12% 8% 6%

Lithgow top 10 Industries by Value add (Source: National Institute of Economic and Industry Research (NIEIR) ©2021.
Compiled and presented in economy.id by.id)

LITHGOW TOP 10 INDUSTRIES BY EMPLOYMENT

Mining
14%

Other Services
23%

Health Care and Social
Assistance
12%

Transport, Postal and
Warehousing
5%
Public Administration
and Safety
11%

Construction
0,
Manufacturing 6%

9% . . Retail Trade
Education and Training 7%

7%

Lithgow top 10 industries by employment (Source: National Institute of Economic and Industry Research (NIEIR)©2021.
Compiled and presented in economy.id by.id)
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The diagrams above show that Lithgow has a diverse thriving economy which showed an
increase in GRP of 7.1% between 2020 and 2021, Lithgow also has very low unemployment
at 3.3% as at Sept 2021 compared to NSW which was 5.5%. Housing prices in Lithgow have
also increased significantly with the median house price rising 22% YoY to $435,000 as at
December 2021.

Lithgow is set to see major investment over the next few years including:

o Upgrade of the Great Western Highway between Katoomba and Lithgow,
estimated value of $4.53b and will create approximately over 30,000 jobs over
10 years.

e The development of the Fast Rail Western Corridor to assist commuters to
Sydney.

e Expansion of Tourism assets in line with Destination Management Plan such
as restoration of the Zig Zag railway.

e The proposed re development of Wallerawang Power Station into an eco-
industrial business park including a $400m 500MW battery.

o Completion of the Cullen Bullen Sewer Scheme (Council project).

o South Bowenfels Subdivision - Layout Design and Development Approval.

¢ Marrangaroo Urban Release area - the project area comprises 339.22ha of
land within the Marrangaroo Urban Release Area (URA) and 54.85ha of IN1
zoned land (employment lands as mapped in Lithgow Local Environmental
Plan 2014). Within the URA there is 41.22 ha of land zoned for B6 Business
Corridor and 298 ha of land zoned R1 General Residential.

¢ Development of the Portland Foundations site into a regional centre for art,
culture and events inclusive of a residential development.

Australian Government, NSW Government and regional economic forecasts

In the development of this document Council reviewed a number of Federal and State
government strategies, policies and plans relating to regional economic growth (please see
list below). Many of these strategies identify opportunities for regional Council’s like Lithgow
City — especially in a post pandemic world with people looking to “work where they want to
live”

Lithgow is ideally placed to take advantage of new remote and hybrid work models. However,
many strategies fall short in identifying the appropriate level social infrastructure needed to
accommodate growth — this is usually because they have used population that Council does
not believe accurately represents Lithgow’s regional growth opportunities and, in many cases,
will result in cost shifting to Council.

Council acknowledges that the landscape has changed over the last 5 years and external
factors such as the pandemic, the geopolitical environment, climate change and net zero target
will impact Council’s long term financial position.
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A 20 year Vision for Regional NSW

Premiers Periorities

Draft Central West and Orana Regional
Transport Plan

Snowy Hydro Legacy Fund

Net Zero Plan Stage 1: 2020-2030

Common Planning Assumptions

Building Momentum State Infrastructure
Strategy 2018-2038

DPIE Growing NSWs primary industries and land
sector in a low carbon world

Draft Regional Water Strategy Lachlan

NSW Housing Strategy

Future Ready Regions Supporting drought
resilient communities and economies

Draft Regional Water Strategy Macquarie-
Castlereagh

NSW Hydrogen Strategy

NSW Minerals Strategy

Critical Minerals and High-Tech metals strategy
NSW Government

Western Area Health — Strategic Plan 2020-2025

NSW Waste and Sustainable Materials Strategy
2041

Lithgow Regional REDs 2018-2022

Australia’s Critical Minerals Strategy

Recommendations of the Regional Housing
Taskforce

CSIRO missions

Draft Central West and Orana Regional Plan
2041

2021 Australia Infrastructure Plan

Inflation Forecasts

Over the twelve months to the December 2021 quarter, the CPI rose 3.5%.

An annual increase of 2.5% for CPI has been incorporated in all scenarios of the LTFP for the
2023/24 year and future years. The rate peg, user fees and charges, other revenue, materials
& contract and other costs have been increased year-on-year by the assumed CPI. Sensitivity
analysis on a slightly higher (2.75%) annual CPI increase as well as a slightly lower (2%)
annual CPI increase has been conducted.

Interest Rate Movements

Based on RBA indications. it is projected that official cash rate will increase to 2% over the
10 year term of the LTFP.

Major planned expenditure, such as capital works
Over the next ten years Council is planning the following major capital works:

e $6m Cullen Bullen Sewer Scheme (grant & loan funded)
e $2m Strategic Property Development (reserve funded)
e $20m Oakey Part WTP Renewal (grants, reserve & loan funded)
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Council’s key focus will remain on the maintenance and renewal of existing infrastructure
assets.

The Scenario 2 and 3 Capital Works Program summary is included in Appendix 5.

Revenue

2022/23 BUDGET REVENUE

Other , 0%

Capital Grants ,
19%

Rates , 51%

]

Other Revenue , 2%

Interest , 0%

‘ User Fees & Charges , 12%

Council has applied considered indices to future years’ income and expenditure for modelling
purposes. Below are the indices used.

Base Case 23/24 24/25 | 25/26 26/27 27/28 28/29 29/30 30/31 31/32
Assumptions
Rates and Charges

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

User Fees and Chargers

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

Interest and Investment Revenue

' Scenario1 | 1.00% | 1.00% | 1.50% | 1.50% | 1.50% | 1.50% | 1.50% | 2.00% | 2.00%

Other Revenues

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

Operating Grants and Contributions

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

Capital Grants and Contributions

Capital grants linked to the Capital Works Program

Employee Costs

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

Material and Contracts

| Scenario1 | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%

Other Expenses
Scenario 1 2.50% | 2.50% | 2.05% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50% | 2.50%
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Rates and charges

Rates and annual charges account for a large portion of income in future years. Council relies
on theannual rate pegging increase set by the Independent Pricing and Regulatory Tribunal
(IPART). The Long Term Financial Plan assumes an annual increase of 2.5% for 2023/24 and
the same for the remaining life of the plan. Indications are that the population of the Local
Government Area will be maintained but with an ageing population base. Council will need to
consider the write off of rate income due to pension rebates and as a result issues for rating
as a revenue source. The issues may be:

e income from rates and annual charges including general rates from residential,
business,farmland, rural and mining, waste, and ongoing special infrastructure
rate levy is restricted by annual rate pegging; and

o the ageing population is likely to limit scope to raise income due to the
populations’ ability to pay and the fact that more pensioner rebates will be
being processed resultingin lower rate revenue.

Scenarios 1 and 2 allow for rate peg only increases to rating income. Scenario 3 includes an
additional permanent SRV from 1 July 2023 to fund asset maintenance and renewal, as well
as to build capacity within the organisation and facilitate economic resilience in the local
government area..

Revenue from annual charges includes the Domestic Waste Management charges, well as
water and sewer access charges. The LTFP assumes that annual charges will increase at the
same rate as CPI / rate peg.

Interest and investment revenue

The level of interest revenue earned by Council will vary with regard to the total amount held
in Council’s investment portfolio.

Council reviews its Investment Policy annually and ensures compliance with the Ministerial
Investment Order dated 12 January 2011. Council’s current Investment Strategy is simply to
invest in term deposits, with terms of up to 12 months, depending on cash flow needs and
market deposit rates.

Interest on investments is assumed at between 1% at the beginning of the plan up to 2% at
the end of the Long Term Financial Plan. Interest rates across the financial markets have been
at record lows in recent times. A slowly rising trend in interest rates is anticipated. Interest has
been calculated on the average balance of funds invested for the year.

User charges and fees

Council provides a wide range of facilities and services for which it receives revenue from user
fees and charges. The largest source of user fees is for water supply services. Other services
providing user fees include planning & building regulation, cemeteries and the JM Robson
Aquatic Centre. Often, the revenue received does not fully offset the costs associated with the
service or facility as they are aimed at providing a broad community benefit and if higher fees
were charged many residents may be unable to enjoy the use of the facility or service. In other
instances, fees may not be high enough to recover full costs due to external market pressures
or the fee being set by statute.
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The estimated annual increase in user charges and fees is assumed to be 2.5% for 2023/24
and 2 for the remaining life of the plan.

Other revenues

Other revenues include insurance claim recoveries and sale of goods at the Aquatic Centre
and Visitor Information Centre.

The estimated annual increase in user charges and fees is assumed to be 2.5% for 2023/24
and for the remaining life of the plan.

Grants and contributions

Council receives grants from the NSW and Commonwealth governments. These are either
discretionary or non-discretionary. The majority of grants provided to Council are for specific
purposes, such as infrastructure maintenance and provision of community services. Generally,
the funding received is less than the total cost of the works / services being provided. Typically,
it is often a condition of the grant funding that Council provides matching funding.

The largest single source of Council’s grants revenue is the Financial Assistance Grant (FAG).
This is a general-purpose grant and is allocated to councils on a formula basis that has regard
for a range of factors such as population, quantum of infrastructure maintained and the relative
disadvantage between Councils. The LTFP assumes that the FAG will retain its value in real
terms. As such, revenues from operating Grants and Contributions are assumed to increase
at 2.5% per annum for the 10 year term of the plan.

Section 7.11 developer contributions

Section 7.11 of the Environmental Planning and Assessment Act 1979 enables Councils to
levy contributions for public amenities and services required as a consequence of
development. Developer contributions are essential to providing key facilities and services for
local residents, especially in new residential subdivisions.

Section 7.11 contributions are held as an externally restricted asset until they are spent for the
purposes designated. Council’s policy is to commence specific works only when sufficient
contributions have been received to complete the works. The level and timing of contributions
fluctuate according to a variety of factors including economic growth and the level of
development activity.

The LTFP assumes that developer contributions will increase at 1.5% per annum for the 10
year term of the plan, similar to other contributions.

Lithgow City Council Long Term Financial Plan




Page |25

Expenditure

2022/23 BUDGET EXPENDITURE

Borrowing Costs , 1%

Other Expenses, |
11%

Employee Benefits ,
38%

Materials &
Contracts, 24%

Depreciation , 26%

Employee costs

Employee costs include the payment of salary and wages, employee leave entitlements,
superannuation and workers compensation expenses. Overall employee costs comprise
around 40% of Council’s total operating costs.

The LTFP projects overall employee costs to increase on average by 2.5% per annum, this
increase covers a range of employee related expenses such as employee leave entitiements,
employer superannuation contributions (including the progressive increase in compulsory
employer superannuation contributions from 10% to 12%) and workers compensation
expenses.

The maijor increase for employee costs are annual award salary and wage increases. Other
factors influencing employee costs are changes in the level of superannuation contributions,
workers compensation costs and increases in staff numbers.

Materials and contracts

Council has relatively high levels of materials and contract expenses due to the large number
of assets held, constructed and maintained by Council. This places Council under considerable
pressure when rising materials and construction costs occur.

The LTFP assumes that materials and contracts will increase at 2.5% for 2023/24 and for the
remaining life of the plan.
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Debt servicing

Council intends to use borrowings to fund two major projects over the next 10 years. The
intereston existing loans is as provided for in the loan agreements and the interest assumed
on new loans has been calculated at 4.00% for loans with a tenure of 10 to 20 years. This
interest rate is typical of the interest rates that were on offer in the marketplace at the time the
Long Term Financial Plan was updated and is consistent with current Reserve Bank of
Australia interest rate projections.

23/24 $2,000,000 Cullen Bullen Sewerage Scheme
28/29 $5,000,000 Oakey Park WTP Major
Upgrade/Renewal

Note: Oakley Park WTP total budget $20M (depreciation over 30 years)

e $13m budgeted to be funded via grants
e $5m budgeted to be funded via loans
e $2m budgeted to be funded via reserves

Restricted Assets

A large proportion of Council’s investments are held as restricted assets for specific purposes.
Restricted assets may consist of externally restricted assets which must be spent for the
purpose for which they have been received (e.g. Water, Wastewater, Domestic Waste) or
internally restricted assets which have been set aside by Council resolution. Some internal
restrictions are held to fund specific liabilities such as employee leave entitlements and bonds
and deposits.

Depreciation

The LTFP projects annual depreciation expenditure to increase based on estimated capital
expenditure levels in future years. The actual depreciation expenditure in future years will be
impacted by future asset revaluation methods and timing as stipulated by relevant accounting
standards.

Council’s infrastructure assets are revalued in accordance with a staged implementation
program as advised by the Office of Local Government. Full revaluations are to be undertaken
for all assets on a minimum 5 year cycle.

Depreciation costs used in the LTFP relate to existing assets and any proposed capital works.
The results of future asset revaluations may result in depreciation estimates being revised over
time. Depreciation expenses have been derived using asset modelling so amounts vary
according to projected costs and allowance for capital works (including upgrade and expansion
expenditure) over the course of the financial plan.

Other operating expenses

Other operating expenses comprise a variety of items, such as the following:
* donations and contributions
» contributions to emergency services (paid to the NSW Government)
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It is assumed that other expenses will increase at 2.5% for 2023/24 and for the remaining life
of the plan.

6. Council’s current financial position

In the 2020/21 year, Council achieved the OLG's benchmarks for the following operating
performance measures:

. Own source operating revenue ratio;

o Unrestricted current ratio;

) Debt service cover ratio;

. Rates, annual charges, interest and extra charges outstanding percentage;
and

. Cash expense cover ratio.

In 2020/21 Council did not meet the OLG's operating performance ratio benchmark of >0.00%.
With costs rising faster than revenue, Council has only achieved the operating performance
ratio benchmark once in recent years.

In 2020/21, Council has achieved the following OLG benchmarks for the infrastructure asset
performance indicators:

. Infrastructure backlog ratio; and
. Asset maintenance ratio.

In 2020/21 Council did not meet the OLG's building and infrastructure renewals ratio which
indicates that Council did not have sufficient funding for asset renewals.

Council has a strong balance sheet. As at 30 June 2021, Council had total general fund assets
of $494 million which included cash and investment of $18.8 million. Total general fund
liabilities were $23.3 million including external borrowings of $2 million. The comparative data
for Council’'s consolidated position (water and sewer fund included) was total assets of $624
million including cash and investments of $29.2 million with total liabilities of $37 million
(including external borrowings of $12.8 million).

Further information is provided in the Key Performance Indicators section of the LTFP.

Addressing Council’s Long-Term Financial Sustainability

In recent years, Council has made submissions and has received assessments under the Fit
for the Future (FFTF) process. These assessments have stated that Council is ‘not fit' based
on financial projections and ensuing key performance indicator results. Concern was also
raised at that time about the quality of Council’s financial projections and its financial
management principles and practices.

Council has progressed in addressing its financial sustainability concerns by conducting a
Financial Management Maturity Assessment and implementing 37 subsequent
recommendations to improve Council’s financial and asset management. Council is also
implementing a multi-year Fit for the Future action plan.

In late 2021, Council's administration engaged Future Together Group to conduct a
comprehensive rating structure and revenue review. This considered Council’s financial
sustainability issues, following 10 years of deficit operating results (before capital) and
significantly lower rating revenue compared with similar neighbouring Councils. It identified a
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structural annual shortfall in Council’'s General Revenues of $6M at existing agreed levels of
service before adopting available productivity, savings and other measures.

In July 2022, Council endorsed the findings related to considering a special rate variation
included in the Rating Review Technical Paper. Council also resolved to commence
community engagement on two financial sustainability options.

Options for a Sustainable Lithgow

Council engaged with the community on the following two options for a sustainable Lithgow:
Scenario 1 — Service Levels Maintained (modelled as LTFP Scenario 3)

Council would apply for a permanent increase in general rate income (a Special Rate
Variation) above the peg rate set by IPART.

The external rating review identified a shortfall of $4.7M in Council’s annual general revenues
after taking into account proposed productivities, savings and other revenues of $1.3M.
Additionally, $1.25M of funding is recommended to ensure Council's ongoing financial
sustainability for building capacity within the organisation and facilitating economic resilience
in the local government area.

As an outcome of community engagement, an agreement was reached with mining and power
generation ratepayers to contribute to an economic transition management fund over 10 years
which would diminish their rates payable for this period. The amount of contributions to the
fund is $1.092M in 2023/24.

In this post-consultation LTFP update, Scenario 3 has been updated with a lower overall
Special Rate Variation amount and the inclusion of income and expenditure from the planned
economic transition fund.

The addition of $5.1 million to Council’s annual general revenues equates to a 38% overall
increase in rates (including rate peg). Great care has been taken, however, to distribute the
rating as fairly as possible amongst the various rating categories, and, as a result, the impact
on residential, business and farming land rating under this proposal would typically be 27.7%
(including rate peg).

Scenario 2 - Service Levels Reduced (modelled as LTFP Scenario 2)

If Council chooses not to proceed with a special rate variation or IPART determines not to
approve Council’s application, Council will need to undertake a comprehensive review of its
services and present a plan to the community for a reduction in levels of service of around
$4.7M annually.

Council will prioritise the maintenance of essential services over more discretionary services
in any level of service cuts. Council anticipates that this process would take approximately
twelve months and will again involve extensive community engagement. It will also require
significant funding and resources.

Key Performance Indicators

Key performance indicators allow organisations to measure how effective and successful they
have been at achieving business objectives and performance. The indicators below measure
sustainability, effectiveness of asset management and liquidity. They are a combination of
ratios set by the OLG and other ratios that Council considers critical to sustainable operations.
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These are the ratios Councilwill use to assess its 3 proposed Long Term Financial Plan

scenarios.

OPERATING
PERFORMANCE RATIO

Measures Council’s ability
to contain operating
expenditure within
operating revenue

Benchmark: > or equal to
break-even

INFRASTRUCTURE
BACKLOG

RATIO
e Indicates asset renewal
backlog as a proportion of
total asset infrastructure
value

Benchmark: < or equal to
2%
UNRESTRICTED
CURRENT
RATIO
[] Reflects Council’s ability to

meet debt payments as
they become due

| Benchmark: > or equal to
1.5

OWN SOURCE
OPERATINGREVENUE
Measures fiscal flexibility

and degree of reliance on
external funding sources

Benchmark: > or equal to
60%

ASSET MAINTENACE
RATIO

Reflects actual asset
maintenance against require
asset maintenance
Benchmark: > or equal to
100%

RATES AND ANNUAL
CHARGES
OUTSTANDING

e Reflects Council’s ability to
meet debt payments as they
become due

e  Benchmark: < or equal to
10%

ASSET RENEWAL RATIO

Assesses the rate at which
assets are being renewed
relative to the rate at which they
are depreciating

Benchmark: > or equal to100%

DEBT SERVICE RATIO

Measures the availability of
operating cash to service debt
Benchmark: > 0% and less than
or equal to 20%

REAL OPERATING
EXPENDITURE PER CAPITA

Reflects Council’s ability to
meet debt payments as they
become due

Benchmark: Decreasingover
time

Council Consolidated 2020/21 actual performance of Ratios

MEASURE / BENCHMARK ACTUAL 2021/21 ACHIEVED
PERFORMANCE BENCHMARK

Operating Performance Ratio (2.2%) X
Own Source Operating Revenue 70.8% v
Building and Infrastructure Asset

Renewal Ratio 51.8% X
Infrastructure Backlog Ratio 1.8% \/
Asset Maintenance Ratio 121.7% \/
Debt Service Cover Ratio 5.66x v
Unrestricted Current Ratio 2.23x \/

Lithgow City Council Long Term Financial Plan




Page |30

7. Risk Management

A local government’s activities expose it to a variety of risks which need to be considered in
preparing the LTFP such as commodity prices, inflation and interest rates.

Council’s asset management systems identify assets that are critical to operations and outline
specific risk management strategies for these assets.

However, long term planning in a dynamic environment has to accommodate some level of
uncertainty. For specific projects, the ability to accurately define risks over a long period may
be constrained by uncertainties surrounding the availability of funding, such as grants. Also,
the LTFP is developed on the basis of assumptions that can change via internal and/or external
influence. This is one of the reasons that best practice is to review the assumptions annually.

8. Sensitivity analysis

Sensitivity analysis identifies the impact on Council’s projected financial position of changes
in assumptions used to develop the plan and highlights the factors most likely to affect the
outcomes of the plan. As LTFP looks forward for ten years, many of these assumptions con
fluctuate over time due to changes in economic conditions, government policies and changes
in community expectation.

Sensitivity analysis looks at “what if” scenarios. For example, what happens to Council’s
financial position if inflation resulted in material and contract expenses rising faster than
forecast; if growth was half that forecast; or if investment returns were lower than forecast in
the plan.

Historically, there has been a nexus between income and expenditure inflators. If that nexus
remains constant, then the actual movement of the factors will not materially impact the results
forecast in this LTFP. However, the LTFP does remain susceptible to changes in the common
indicators and to address this, conservative estimates have been included in the LTFP.

The analysis identifies the impacts of not taking planned actions or if a future SRV did not
proceed. The assumptions used are our current informed estimates; however, they are
fundamentally ambiguous especially in the current economic climate. If they are incorrect,
some will have limited impact. Others may have a more material impact on Council’s plans.

Council has undertaken sensitivity analysis for the three scenarios it has modelled. The LTFP
includes the results from the key performance indicators for Scenario 3 — Sustainable Council.

9. Scenario Modelling

Scenario 1 — Base Case

The base case represents “business as usual” where Council continues to deliver existing
services without applying improvement strategies or additional revenue. Future rate increases
are limited to the rate peg only — Council would have significant operating deficits (before
capital) which grow year-on-year. From 2028/29, there would be insufficient cash available to
fund Council's internal reserves.
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The scenario also does not allow extra asset renewal expenditure to ensure that the Building
& Infrastructure Renewal Ratio benchmark is achieved. In this scenario, Council is not
considered to be financially sustainable.

The General Fund Scenario 1 Base Case Consolidated Income Statement is included in
Appendix 4.

Scenario 2 — Service Levels Reduced

Scenario 2 models the “Service Levels Reduced” proposal which is outlined in the Rating
Review Technical Paper. Scenario 2 enables Council to become financially sustainable
over the 10-year term of the plan by redirecting funding to asset maintenance and
renewal whilst reducing discretionary services.

Should “Service Levels Reduced” be the chosen option, Council would develop a plan which
identifies essential services. As the option does not deliver the additional funding required to
both meeting existing service levels and maintain / renew roads and other infrastructure, it will
be necessary to reduce service levels. The reductions would occur for non-essential services.
This plan would be developed and finalised with extensive community consultation.

The Rating Review identified a need to increase income by $4.718M (after productivity and
improvements). The value of service reductions would need to equate to $4.718M to enable
funds to be redirected to asset maintenance / renewal and to ensure Council’s long-term
financial sustainability with a balanced operating result (i.e. no more deficits). Scenario 2 was
developed on the basis of the following assumptions:

¢ Rate peg only from 1 July 2023.

¢ Funding for existing maintenance service levels from 1 July 2023: $2.3M of
additional transport, stormwater and other asset maintenance funding.

¢ Operational Service Reductions from 1 July 2023: with funding redirected to asset
renewal / maintenance and to eliminate operating deficits, the required value of non-
essential service spending has been removed from operational expenses. As over 60%
of Council’s expenditure funds employment and materials / contracts, it is assumed that
that these costs will need to be proportionally reduced. The value of required service
reductions grows in each future year.

o Adequate funding capital asset renewal from 1 July 2023: $2M of additional
transport, stormwater and other asset renewal funding.

e General Fund contingency: a modest operating surplus to avoid “shocks, to address
infrastructure backlogs and to maintain a higher net financial liabilities ratio.

The General Fund Scenario 2 Service Levels Reduced Consolidated Income Statement is
included in Appendix 4.

Scenario 3 — Service Levels Maintained

Scenario 3 models the “Service Levels Maintained” proposal which is detailed in the Rating
Review Technical Paper. Scenario 3 enables Council to become financially sustainable
over the 10-year term of the plan whilst maintaining services and building capacity
within the organisation.

Lithgow City Council Long Term Financial Plan




Page |32

Service levels would be maintained at the current levels expected by the community. Council
will implement the Rating Review findings around increasing user fees income, however, there
are limited council resourcing alternatives to generate the remainder of the required funding.

This scenario includes the following strategies to enable financial sustainability over the 10
year plan:

¢ An additional permanent SRV from 1 July 2023 - a 38% overall increase in
rates (including rate peg). Great care has been taken, however, to distribute
the rating as fairly as possible amongst the various rating categories, and as
a result the impact on residential, business and farming rating under this
proposal would typically be 27.7% (including expected rate peg).

e Productivities and improvements: $1.3M of productivites and
improvements as detailed in the Rating Review Technical Paper. These have
been included as expense savings, however, may also result in additional user
fees and charges income.

¢ Funding for existing maintenance service levels from 1 July 2023: $2.3M
of additional transport, stormwater and other maintenance funding as
determined in the SRV funding allocation.

e Funding for building capacity from 1 July 2023: $1M of operational
capacity building funding for governance / strategy and capacity building as
detailed in the Rating Review Technical Paper.

e Economic Transition Fund: transition management fully funded from a
$1.092M p.a. contributions fund.

e Adequate funding capital asset renewal from 1 July 2023: $2M of
additional transport, stormwater and other asset renewal funding as
determined in the SRV funding allocation.

o Depreciation (and renewals) in all asset categories is fully funded: this
means that the condition of all assets (including roads) improves significantly
over time. $500K p.a. has been included for reducing the roads infrastructure
backlog.

¢ General Fund contingency: a modest operating surplus to avoid “shocks, as
well as enhanced capacity to improve performance and productivity in future
periods, to address infrastructure backlogs and to maintain a higher net
financial liabilities ratio.

The Scenario 3 Consolidated Financial Statements are included in Appendix 1.

The Scenario 3 General Fund Financial Statements are included in Appendix 2.

The Scenario 3 Performance Indicators are included in Appendix 3. The performance
indicators trend towards meeting all of the Office of Local Government benchmarks over the
term of the LTFP, indicating that Council will achieve financial sustainability in Scenario 3.

The proposed SRV allocation has been updated to be consistent with the change to the SRV
amount. Depreciation and asset renewals in all asset categories is fully funded. This means
that the condition of all assets (including roads) should improve significantly over time. Asset
funding includes $500K p.a. for reducing the roads infrastructure backlog. The post-
consultation proposed SRV allocation is shown in the chart below:
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10. Consideration of the Community’s Capacity to Pay a Special
Rate Variation

Affordability and intergenerational equity were critical considerations in the external review of
the rating burden. The review considered issues relating to the capacity to pay for various
existing and potential rating categories and sub-categories. Comparative analysis was
undertaken as a means of validating the outcomes rather than for the purpose of sourcing an
answer.

The rating review recommended that a higher incidence of increased rating be placed on
heavy industries (mining, quarrying, power generation) which have historically had lower rates
than comparable Councils. This action would enable a lower incidence of increased rating to
be placed on the residential, farmland and business rating categories which are most impacted
by current cost of living pressures. As part of the refinement of the SRV scenario, it was
determined that the pensioner concession would be increased by $50 to $300 p.a. to further
reduce the incidence of increased rating on pensioners.

Council has considered a range of indicators to assess whether the proposed rate increases
would be affordable for the community. Included below is information on indicators considered
in reaching conclusions on the community's capacity to pay a Special Rate Variation.

SEIFA Index

SEIFA version 2016 is the most recent version of the product released by the Australian
Bureau of Statistics. Lithgow Council’s SEIFA indexes indicate that the Lithgow LGA is more
socio-economically disadvantaged than neighbouring areas and comparable Councils, as
shown in the table below:
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Local Government Area Index of Relative Socio- Index of Relative Socio-
economic Advantage & economic Disadvantage
Disadvantage
Score Decile Score Decile
Lithgow 908 2 923 2
Blue Mountains 1042 9 1045 9
Bathurst 973 7 986 6
Oberon 951 5 969 5
Mid-Western 942 4 960 5
Muswellbrook 917 3 930 3
Singleton 974 7 994 7

The only Central West local government area with a similar SEIFA Index of Relative Socio-
economic Advantage & Disadvantage score to Lithgow is Cowra (score 910, decile 2).

OLG Time Series Data

From the OLG Time Series Data 2020/21, Lithgow Council’s average residential, farmland and
mining rates are comparatively lower than comparable Councils. Average rates for business
are at the high end compared with similar Councils (Lithgow has the lowest number of business
rating assessments).

The Time Series Data Total Residential Rating Revenue figure has been adjusted as the OLG
data incorrectly includes the Special Parking Rate income ($254,000).

Lithgow Council’s 2020/21 average rates (as per the Time Series calculation method of total
rating revenue divided by the number of assessments) are summarised in the table below:

Rating Average Average Average Rate Average
Category Rate Lithgow Rate Mid- Muswellbrook Rate
Western Singleton
Residential $810.56 $970.31 $845.98 $1,171.78
Business $4,020.96 $2,168.81 $1,667.73 S2,464.44
Farmland $1,518.37 $2,545.36 $2,601.73 $2,082.34
Mining $110,133.33 | $1,558,000 $569,450 $201,692.31

Average business rates are higher than comparable Councils due to the progressive nature of
Council’s business ad valorem rates.64.6% of total rates income is derived from the fourth
quartile (highest land values) of business ratepayers.

Also from the OLG Time Series Data 2020/21, 2017 average taxable income in the Lithgow
Council LGA ($55,755) is lower than comparable Councils.

Land Values

Residential land values in the Lithgow local government area, particularly within Lithgow, have
experienced a moderate increase mostly attributable to purchasers seeking alternative lifestyle
options in regional areas over metropolitan living. This movement combined with record low
mortgage rates, improving economic conditions, government incentives and low listing
numbers has led to a moderate increase in market values in the Lithgow residential market..
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The chart below shows movement in the property market and land values over a five year
period (reference Valuer-General's report on land values in the Lithgow local government area
1 July 2021).

Median land values and sale prices

Fi400, 000
F200,000
F0

2my 2ME 2019 2020 201

== Land value == Sale price
Outstanding Rates Ratio

The ratio of outstanding rates and annual charges in the 2020/21 financial year was 6.7%. The
ratio is well below the Office of Local Government benchmark of <10%, although higher than
comparable Councils with the exception of Muswellbrook (10.1%).

As shown in the chart below, rates and annual charges outstanding have been increasing over
the last two years, which is likely due to the impact of COVID-19 on property owner’s liquidity.

Rates and annual charges outstanding
percentage

Ratio (%)

2019 2020 2021
Year ended 30 June
N Rates and annual charges outstanding percentage

o 0L G benchmark < 10%
Individual Income Levels

Council have taken into consideration information on the income of community members in
order to assess the capacity of rate payers to pay the increase in rates.

Analysis of individual income levels in Lithgow LGA in 2021 compared to Regional NSW
shows that there was a lower proportion of people earning a high income (those earning
$2,000 per week or more) and a higher proportion of low income people (those earning less
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than $500 per week). Overall, 8.3% of the population earned a high income, and 37.4% earned
a low income, compared with 9.2% and 33.7% respectively for Regional NSW.

Hardship Policy

Council has a financial hardship policy in place to provide assistance and support to
community members who are experiencing financial stress and are unable to cover the costs
of rates and annual charges.

11. Consideration of the Community’s Willingness to Pay a
Special Rate Variation

Council  developed a  web-based rates calculator tool (available on
https://ourplaceourfuture.lithgow.com/srv/) that ratepayers could use to compare their rates
under Option1 — Service Levels Maintained (with SRV) and Option 2 — Service Levels Reduced
(no SRV) scenarios, based on their land valuation.

The tables below summarise the impact of the scenarios on average rates (included on the
Our Place Our Future website.

Option 1 for Residential Ratepayers Option 2 for Residential Ratepayers
Average Rates 2022/23 5869.26 Average Rates 2022/23 5869.26
Add Rate peg 3.7% 332.16 Add Rate peg 3.7% 532.16
Add SRV 24% 5208.62 Average Rates 2023724 5901.42
Average Rates 2023/24 £1,110.04 Annual Change £32.16
Annual Change $240.78 Weekly Change $0.62
Weekly Change $4.63

Option 1 For Farmland Ratepayers Option 2 for Farmland Ratepayers
Average Rates 2022/23 $1,705.50 Average Rates 2022/23 $1,705.50
Add Rate peg 3.7% %63.10 Add Rate peg 3.7% 63.10
Add SRY 24% 5409.32 Average Rates 2023/24 £1,768.60
Average Rates 2023/24 52,177.92 Annual Change $63.10
Annual Change T472.42 Weekly Change $1.21
Weekly Change £9.09

Option 1 for Business Ratepayers Option 2 for Business Ratepayers
Average Rates 2022/23 $4,214.67 Average Rates 2022/23 $4,214.67
Add Rate peg 3.7% 5155.94 Add Rate peg 3.7% 5155.94
Add SRV 24% 51,011.52 Average Rates 2023/24 54,370.61
Average Rates 2023/24 55,382.13 Annual Change $155.94
Annual Change 51,167.46 wWweekly Change $£3.00
weekly Change $22.45

Micromex Research were engaged to undertake a telephone survey in October 2022 with the
following objectives:

¢ |dentify community awareness of Council’s exploration of a Special Rate Variation;
e Explore and understand resident support for a Special Rate Variation;

¢ Identify the community’s overall level of satisfaction with Council performance; and
e Understand and identify community priorities for the Lithgow City Council LGA.
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The survey results showed that 85% of residents were aware, prior to contact, of the SRV
proposal. 42% of survey respondents indicated a preference for Option1 — Service Levels
Maintained (with SRV).

49% of residents are at least somewhat satisfied with the performance of Council over the last
12 months. The majority of residents (80%), believe improving/maintaining roads and kerb and
guttering is a key priority for Council in the local area.

The below diagram demonstrates survey responses to a question regarding key priority areas
for Council:

Key Priority Areas for Council in the Local Area
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Council’'s SRV proposal places a higher proportion of the rating increase ($4M of $5.1M total
SRV amount) on heavy industries — business quarrying, business power generation and
mining. Through extensive consultation, Council has gained support for the purposes of the
proposed SRV from key stakeholders, as evidenced by the willingness of power generation
and mining ratepayers to make proposed contributions in ways which will continue their
collaborative involvement in decision-making, particularly around transitions management.

12. Performance monitoring

A review of the Long Term Financial Plan will occur each year as the annual Operational Plan
is prepared, to account for performance information and changing circumstances.

Consistently monitoring the LTFP allows Council to evaluate the quality and effectiveness of
our services and an important accountability mechanism between council’s administration and
councillors, and between councillors and the community.

The LTFP will be monitored via the IP&R framework including but not limited to:

e Quarterly Financial Budget Review Statements
e Six monthly Operational Plan reviews
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o Delivery Program Progress Reports
¢ Annual Report

Performance information allows for evidence-based decision making to inform and shows
where areas of Council are performing and where improvements need to be made.

In addition to the above measurements, Council will also monitor the LTFP via a combination
of ratios set by the OLG and other measures that Council considers critical to sustainable
operations.

Council also closely monitors its cashflow (actual funds coming and going out) and reserve
balances.
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Appendix 1 Consolidated Financial Statements Scenario 3
Income Statement - Consolidated Scenario 3 - Service Levels Maintained

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032

INCOME STATEMENT - CONSOLIDATED Actuals Current Year Projected Years

Scenario 3 - Service Levels Maintained 2020121 2021122 2022123 2023124 2024125 2025/26 2026127 202728 2028/29 2029130 203031 2031132
$ § $ § $ § $ § $ § $ $

Income from Continuing Uperations

Revenue:

Rates & Annual Charges 27,215,000 28,867,722 30,159,102 37,083,487 38010574 38060839 39934860 40933231 41956562 43005476 44,080,613 45182 628

User Charges & Fees 7,247,000 7,901,672 7,137,659 7,416,100 7,601,503 7,791,540 7,986,329 8,185,987 8,390,636 8,600,402 8,815,412 9,035,798

Other Revenues 1,340,000 1,502,659 1,463,595 1,500,184 1,537,689 1,576,131 1,615,535 1,655,923 1,697,321 1,739,754 1,783,248 1,827,829

Grants & Contributions provided for Operating Purposes 11,286,000 10,720,447 16,760,512 10,276,367 10,533,277 10,796,608 11066524 11343187 11626766 11917436  12,215371 12,520,756

Grants & Contributions provided for Capital Purposes 3,896,000 8,575,984 12,081,684 2,530,000 2,621,475 2,715,217 2,811,289 2,909,756 8,010,686 13,114,148 3,220,214 3,328,959

Interest & Investment Revenue 290,000 270,000 579,000 584,790 500,638 509,497 508,400 517,617 626,882 636,285 540,010 561,991

Other Income:

Net Gains from the Disposal of Assets - 304,500 154,850 - - - - - - - - -
Fairvalue increment on investment properties 538,000 - - - - - - - - - - -
Reversal of revaluation decrements on IPPE previously expensed - - - - - - - - - - - -
Reversal of impairment losses on receivables - - - - - - - - - - - -
Other Income 782,000 - - - - - - - - - - -
Joint Ventures & Associated Entities - Gain - - - - - - - - - - - -
Total Income from Continuing Operations 52,594,000 58,142,985 68,336,401 59,390,929 60,895,156 62,439,833 64,023,025 65,645,701 72,308,853 79,013,501 70,763,869 72,557,960
Expenses from Continuing Operations

Employee Benefits & On-Costs 18,626,000 18,120,657 19,131,985 20,538,969 21,052,443 21578755 22,118,224 22,671,179 23,237,959  23,818908 24,218,819 24,521,423
Borrowing Costs 504,000 305,513 341,636 378,750 326,056 228087 203,769 178,900 206,126 324736 240,459 257,760
Materials & Contracts 16,529,000 17,043,422 18,850,442 21,022,491 21548054 22,086,755 22,638,924 23 204,898 23785020 24379646 24793575 25,110,549
Depreciation & Amortisation 12,599,000 12,731,142 12,951,055 13,242,200 13,533,123 13,831,932 14,138,850 14,454,107 14777939 15111243 16,097,033 17,108,084
Impairment of investments - - - - - - - - - - - -
Impairment of receivables (13,000) - - - - - - - - - - -
Other Expenses 957,000 1,029,931 992,603 1,017,418 1,042,853 1,068,925 1,095,648 1,123,039 1,151,115 1,179,893 1,209,390 1,239,625
Interest & Investment Losses - - - - - - - - - - - -
Net Losses from the Disposal of Assets 1,347,000 - - - - - - - - - - -
Revaluation decrementimpairment of IPPE - - - - - - - - - - - -
Fairvalue decrement on investment properties - - - - - - - - - - - -
Joint Ventures & Associated Entities - - - - - - - - - - - -
Total Expenses from Continuing Operations 50,549,000 49,320,665 52,276,720 56,199,828 57,502,530 58,795,354  60,195415 61,632,132 63,158,159 64,814,425 66,609,276 68,237 441
I{}perating Result from Continuing Operations 2,045,000 8,822,320 16,059,681 3,191,101 3,392,626 3,644,479 3,827,610 4,013,569 9,150,694 14,199,076 4,154,594 4,320,519
Discontinued Operations - Profit/(Loss) - - - - - - - - - - - -
Net Profit/{Loss) from Discontinued Operations - - - - - N N N - z Z z
Net Operating Result for the Year 2,045,000 8,822,320 16,059,681 3,191,101 3,392,626 3,644 479 3,827 610 4,013,569 9,150,694 14,199,076 4,154 594 4,320,519
Net Operating Result before Grants and Contributions provided for

Capital Purposes {4,854,000) 246,336 3,977,997 B61,404 774,454 929,262 1,046,322 1,103,814 1,140,009 1,084,928 934,380 991,560
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Balance Sheet — Consolidated Scenario 3 - Service Levels Maintained
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Cashflow Statement — Consolidated Scenario 3 — Service Levels Maintained
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Equity Statement — Consolidated Scenario 3 — Service Levels Maintained

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032

EQUITY STATEMENT - CONSOLIDATED Actuals Current Year Projected Years

Scenario 3 - Service Levels Maintained 2020121 2021/22 202223 2023724 2024725 2025726 2026/27 2027/28 2028129 2029/30 2030731 2031732
Bl S $ 5 $ $ $ $ 5 $ $ $ $

Opening Balance (as at 1/7) 580,392,000 586,305,000 595,727,320 611,787,001 614,978,102 618,370,728 622,015,207 625,842,818 629,856,387 639,007,081 653,206,157 657,360,751

Adjustments to opening balance - -

Restated opening Balance (as at 1/7) 580,392,000 586,305,000 595,727,320 611,787,001 614,978,102 618,370,728 622,015,207 625,842,818 629,856,387 633,007,081 653,206,157 657,360,751

Net Operating Result for the Year 2,045,000 8,822,320 16,059,681 3,191,101 3,392,626 3,644,479 3,827,610 4,013,569 9,150,634 14,199,076 4,154,534 4,320,519

Adjustments to net operating result - - - - - - - - - - - -

Restated Net Operating Result for the Year 2,045,000 8,822,320 16,059,681 3,191,101 3,392,626 3,644,479 3,827,610 4,013,569 9,150,694 14,199,076 4,154,554 4,320,519

Other Comprehensive Income

- Correction of prior period errors - - - -
- Gain (loss) on revaluation of IPP&E 3,868,000 - - - - - - - -
- Gain (loss) on revaluation of available for sale investments -

- Realised (gain) loss on available for sale investments recognised
in operating result - - -
- Gain (loss) on revaluation of other reserves - - - -
- Realised (gain) loss from other reserves recognised in operating result - - - - -
- Impairment loss (reversal) —financial assets at fair value through OCI - - - - -
- Realised (gain) loss on financial assets at fair value through OCI - - - - -
- Gain{/loss) on revaluation of financial assets at fair value through

OClI (other than equity instruments) - - - - - - -
- Gain{/loss) on revaluation of equity instruments at fair value through ¢ - - - - - -

- Transfers to Income Statement - - - -

- Impairment (loss) reversal relating to I,PP&E - - - -
- Impairment (reversal) of available for sale investments to (from) oper - - - - -
- Joint ventures and associates - - - -

- Other reserves movements - - - -
- Other Movements (combined) - - - - -
Other Comprehensive Income 3,868,000 - - - -

Total Comprehensive Income 5,913,000 5,822,320 16,059,681 3,191,101 3,392,626 3,644,479 3,827,610 4,013,569 9,150,694 14,199,076 4,154,554 4,320,519

Distributions tof(contributions from) non-controlling interests - - - - - -
Transfers between Equity - - - -

Equity - Balance at end of the reporting period 586,905,000 595,727,320 611,787,001 614,978,102 618,370,728 622,015,207 625,842,818 629,856,387 639,007,081 653,206,157 657,360,751 661,681,270
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Appendix 2 General Fund Financial Statements Scenario 3
Income Statement — General Fund Scenario 3 - Service Levels Maintained

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032
INCOME STATEMENT - GENERAL FUND Actuals Current Year Projected Years
Scenario 3 - Service Levels Maintained 2020021 2021/22 202223 202324 2024/25 2025/26 2026127 2027128 2028129 2029130 2030131 2031132
$ $ $ $ $ $ $ $ $ $ $ $
Income from Continuing Uperations
Revenue:
Rates & Annual Charges 18,447 000 19,780,264 19,737,777 26401629 27,061,670 27738212 28431667 29142459 19871020 30,617,796 31383241 32167822
User Charges & Fees 1,438,000 2,676,266 2,734,640 2,903,006 2,875,581 3049971 3,126,220 3,204,375 3,284,485 3,366,597 3,450,762 3,537,031
Other Revenues 1,339,000 1,502,659 1,463,555 1,500,184 1,537,689 1,576,131 1,615,535 1,655923 1,697,321 1,738,754 1,783,248 1,827,829
Grants & Contributions provided for Operating Purposes 11,245,000 10,595,447 16,760,512 10,276,367 10,533,277 10,796,608 11,066,524  11,343187 11626766 11,817,436  12,215371 12,520,756
Grants & Contributions provided for Capital Purposes 3,218,000 6,710,984 7,620,420 1,825,000 1,891,500 1,959,330 2,028,517 2,099,087 2,171,069 2,244 490 2,319,380 2,395 767
Interest & Investment Revenue 267,000 240,000 545,000 554,450 560,035 568,435 576,962 585,616 554,401 603,317 615,383 627,691
Other Income:
|Net Gains from the Disposal of Assets - 304,500 154,850 - - - - - - - - -
Fairvalue increment on investment properties 538,000 - - - - - - - - - - -
Reversal of revaluation decrements on IPPE previously expensed - - - - - - - - - - - -
Reversal of impairment losses on receivables - - - - - - - - - - - -
Other Income 782,000 - - - - - - - - - - -
Joint Ventures & Associated Entities - Gain - - - - - - - - - - - -
Total Income from Continuing Operations 37,274,000 41,810,120 49,020,794 43,460,677 44,559,752 45,688,688  46,845424 48,030,647 49,245,062 50,489,389 51,767,385 53,076,896
Expenses from Continuing Operations
Employee Benefits & On-Costs 14,885,000 14,456,423 15,266,373 16,576,716 16,991,134 17,415,913 17,851,310 18,257,593 18,755,033 15,223,509 15,704,507 20,157,119
Borrowing Costs 130,000 95,372 66,071 43133 17,783 9,710 9,022 8,329 7,564 6,790 5,986 5,163
Materials & Contracts 9,679,000 10,804,453 12,310,033 14,309,347 14667081 15033759 15409602 15794843 16189714 16594457 17,009,318 17434551
Depreciation & Amortisation 9,068,000 9,118,866 9,245,798 9,476,943 9,713,867 9,956,713 10,205,631 10,450,772 10,722,291 10,990,348 11,265,107 11,548,735
Impairment of investments - - - - - - - - - - - -
Impairment of receivables (13,000) - - - - - - - - - - -
Other Expenses 957,000 1,029,931 992 603 1,017,418 1,042,853 1,068,925 1,095,648 1,123,039 1,151,115 1,179,893 1,209,390 1,239,625
Interest & Investment Losses - - - - - - - - - - - -
Net Losses from the Disposal of Assets 1,313,000 - - - - - - - - - - -
Revaluation decrementfimpairment of IPFE - - - - - - - - - - - -
Fairvalue decrement on investment properties - - - - - - - - - - - -
Joint Ventures & Associated Entities - Loss - - - - - - - - - - - -
Total Expenses from Continuing Operations 36,019,000 35,545,045 37,880,878 41423557 42432718 43485019 44571214 45684576 46825717 47995397 49,194,308 50,423,193
Operating Result from Continuing Operations 1,255,000 6,265,075 11,139,916 2,037,120 2,127,034 2,203,668 2,274,210 2,346,071 2,419,345 2,493,992 2,573,077 2,653,702
Discontinued Operations - Profit/|Loss) - - - - - - - - - - - -
Net Profit/(Loss) from Discontinued Operations - - - - - - - - - - - -
Net Operating Result for the Year 1,255,000 6,265,075 11,139,916 2,037,120 2,127,034 2,203,668 2,274210 2,346,071 2,419,345 2,493,002 2573077 2,653,702
Net Operating Result before Grants and Contributions provided for
Capital Purposes (1,963,000) (445,909) 3,519,496 212,120 235,534 244,338 245,693 246,984 248,277 249,502 253,697 257,935
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Balance Sheet — General Fund Scenario 3 — Service Levels Maintained

Lithgow City Council
10 Year Financial Flan for the Years ending 30 June 2032

BALANCE SHEET - GENERAL FUND aptuals: current Yaar Projected Years

Scenario 3 — Service Levels Maintained Zo2onzi 202122 202223 202324 2024125 2025026 2028127 2027128 2028123 2023130 2030031 203132
$ 3 3 $ $ $ $ s $ 5 $ $

ASSETS

Current Asasis

Cash & Cash Equivalents 5,311,000 5.2B4 706 4,181,639 5.017,754 5.142 050 5854371 2,628,676 3507626 4474067 5,530,638 6,683,183 7934731

Investments 13,505,000 13,505 00 12,026,203 12,026,203 12,026,203 12.026,203 12,026,203 12.026.203 12.026.203 12.026.203 12.026.203 12.026.203

Receivables 3,120,000 4,668,906 5,427,550 4,561,434 4681,525 4801247 4502111 5,031,727 5162731 5,297.335 5435649 5577.767

Inventories 527.000 652 916 720,652 20,550 841,105 862,132 BE3 686 905,778 925422 951,633 475424 995 809

Contract assets - - - - - - - - - - - -
Contract cost assets - - - - - - - - - - -
Other T48,000 539,569 590,240 G67. 5649 6B4,561 TOLETS 719217 737,197 755.627 774,518 793681 B13.728

Non-current assets classified as “held for sale™ - - - - - - - - - - - -
Total Current Azsets 23,212 00D 24,651,207 22.8456,324 23,093,845 13,375,443 24 245,628 21,1651 B93 22 208,532 23,347,050 24.580.327 25,914,338 27,352,238
Hon-Current Assets

Investments - - - - - - - - - - - -

Receivables - - - - -
Inventories - - - - - - - - - - -
Contract assets - - - - - - - - - - - -
Contract cost assets - - - - - -
Infrastructure, Property, Plart & Eqguipment 463,915,000 455 670.068 481 674.503 453,246,664 454 B10.630 456.365.243 459,911 624 251 423 BT 452 963.023 404 457.T02 455 956,506 457 427 569

Investment Property 5,706,000 5,706, 000 5,706, 00D 5,706,000 5,706,000 5. 706,000 5,706,000 5,706,000 5, 706000 5,706,000 5, 706000 5,706,000
Intangible Assets - - - - - - - - - - - -
Right of use assets 1,107,000 1,207 .00 1,207,000 1,107,000 1,107,000 1107 000 1.107 000 1,107,000 1.107.000 1,107,000 1.107.000 1.107.000

Investments Accounted for using the equity method - - - - - - - -
Non-current assets classified as "held for sale™ - - - - - - - -

Other - - - - - - - - - - - -
Tofal Hon-Current Assets 470,726,000 AT6.A83,068 ABE 487,503 490,059,664 481 623,630 263,178,243 406,724 6224 458 256 678 400, 776,023 501,280,702 502,765,506 S04, 220,968
TOTAL ASSETS 493,538.000 301,134,275 211,433,827 a13, 153,503 214,333,073 a17.424,6872 217.888,517 220,485,410 A23.123,074 225,881,030 528,683,845 531,593,208
LIABILITIES

Currgnt Liablitiss
Bank Owerdraft - - - - - - - - - - - -
Payables 4,753,000 6.636.352 7.067,929 B.165,753 E.358.032 B.559.431 8,765,863 B977.454 9,194,332 9.416.630 9,644 482 9,878,029

Income recelved In advance - - - - - - - - - - - -
Contract llabittles 1,468,000 1,101,102 1,551,209 769,936 790,512 811,582 833,157 B55.249 B7T.ETZ 901,036 924,757 945,047
Lease Nablities 416,000 - - - - - - - - - - -
Borrowings TAD,000 629,519 652,758 510,573 17,300 17,968 18,681 18,447 20,220 21,025 21,647 22,730
Provisions 3,903,000 4.076.799 4.090.451 4,104 525 4115910 4133654 4145767 4,164 258 4,180,136 4196412 4213092 4,230,193
Lizbilities associated with assets classified as “held for sale” - - - - - - - - - - - -
Total Current Liabiities 11,300,000 12 432072 13,362,387 13,551,086 13,284,754 13522656 13,766 469 14046409 14,272 561 14,535,103 14 504 180 15,075,598

Hon-Current Liablitias

Payables 19,000 28300 30,459 33,911 34,759 35,628 36519 37.432 3E.368 35,327 40310 41,318
Income recelved In agvance - - - - - - - - - - - -
Contract llabities - - - - - - - - - -
Leaase labiities G614, 000 1,030, 00 1,030, 00 1.0530,000 1,030,000 1.030,000 1030000 1030000 1.030.000 1,030,000 1.030.000 1.030.0:00

Borrowings Z,047.000 1417.772 765,015 254,142 236,842 218,554 200,173 1z0.726 160,506 135,481 117634 LR

Provisions 9,318,000 5,309,055 B.200,975 BE.202,258 B.203,573 B.204,920 6,166,332 6,167,748 6,165,199 6,170,687 8,172,212 6,173,774
Investments Accounted for using the equity methad - - - - - - - - - - - -
Lizbilities associated with sssets classified as “held for sale” - - - - - -
Total Hon-Current Liabiitles 11,958,000 11,785,127 100026449 5.520.311 5.505.174 5.459.402 7433024 7.415.506 7.39E.073 7.375.4495 7.360.156 7.335.596

TOTAL LIABILITIES 23,298,000 24,229 159 23 368,836 23,071,358 22 783,528 23,012,058 21,195,453 21,432,315 21,670,634 21,914,537 221643386 22 415,994
Net Asseis 470,540,000 ATE, 205075 488,044,331 450,082,112 452,205,145 434,412,814 456,687,024 453,033,085 501,452,440 503,546,432 S0E.515.503 08173212
EQUITY

Retained Earnings 160,255,000 166.520.075 177,659,951 175,697,112 1581.824,145 1B4.027.614 166,302,024 168,646,095 151,067,440 193,561,432 156,134,509 158,786,212
Revaluation Reserves 310,365,000 310,355,000 310,385, 000 310.355,000 310,385,000 310.385,000 310,385,000 310,385,000 310,385,000 310,385,000 310, 385.000 310,385,000
Oiher Resarves - - - - - - - - - - - -
Council Equity Interest 470,640,000 476,505,075 486042 951 490.0EZ 112 492 209,145 454417 514 406 687 024 459,033,095 501,452 440 503,946,432 506,515,509 509,173,213
Non-contrelling equity intenests - - - - - - - - - - - -
Total Equity 470.540.000 475,305,075 488,044 331 450.082.112 452.205.145 434,412,814 456687024 433.033.085 501,452,440 503.845.,432 S06.515.503 S08.173.212
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Cash Flow Statement — General Fund Scenario 3 — Service Levels Maintained

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032

CASH FLOW STATEMENT - GENERAL FUND Actusla Current ¥ear Projected ¥ears

Scenario 3 — Service Levels Maintained 2022 202UES 2OISFIT 202728 20282 0SB0 2030031 203132
$ % % $ $ $ 3 3 5 £

Tach Flows TTom Lperatng et o es,

Recsipia:

Rates & Annusl Charges - 19,861,573 26,548 ZB2 27753104 2E,£46, 928 28158101 30632230 I 400065

User Charges & Fees - 1.875.275 2 ETE.S0T 3027677 3103369 3160953 3,341 989 3,435 538

Irvesment & Interest Revenue Received - 107,768 457,353 554,207 SB4. 218 S69.81F 586,110 587,362

Gramts & Contributions - 16, 768, 307 12 268,196 12751439 13,090,433 13,437.556 14156379 14529 686

Bornds & Deposhs Received - - - - - - - -

Oither - 852 285 1207673 1,544 450 1.583.111 1,622 659 1,708 BET 1.747.459

Payments:

Ermploves Berefits & Or-Costs - 14,316,397 (16.541.042) [17.394, 50:1) [17.829, 569 [1B.275. 206 [19. 200, 388] 19,680, 355]

Pisterials & Contracts - 9. 243, 55 113,093,156) [14,253,053) [15,337, 129 [15, 720557 (16,516 4100 (169320 331)

EBorrowing Cozts - {9402 [48.693) [22.135) [0.858) [B.176] [E.480] {6.063) {6.165)

Bonds & Deposits Refunded - - - - - - - - -

Other - [1.527 15 1837,433) i297.514) (1,022 451) (3,087, 983) (1,074 213 (1,128 555) (1,155 810) {1.1B5 730}

Mat Czsh provided jor used In) Oparating sctvites - 14,083,165 12537977 11913001 12 240 948 10544 305 12 5000657 13,237 324 13571819 13937 480 14,2670 592

Cash Flows from Investing Activities

S3ale of vestment Securiies. - - 1478797 - - - - - - - - -

Sale of Irvesirnent Property - - - - - - - - - - -

Sale of Real Estate Assets - - - - - - - - - - - -

Sale of Infrastructure, Property, Plant & Eguipment - - - - - - - - - - - -

S3ale of Non-cument asoals 35 held Tor s3ke” - - - - - - - - - - - -

Sale of Inangbie Assels - - - - - - - - - - - -

Sale of Interests in loint Ventures & Ascocizbes - - - - - - - - - - - -

Sale of Dizposal Groups - - - - - - - - - - - -

Deferned Debtors Recsipts - - - - - - - - - - - -

Distributions Reosived from Joint Wertures & Assodates - - - - - - - - - - - -

Other Investing AcSulty Riecsipts - - - - - - - - - - - -

Payments:

Purchase of Investment Seartes - - - - - - - - - - - -

Purchase of Investment Property - - - - - - -

Purchase of Infrastructure, Property, Plant & Equiprment - 113,350,050 20,355, T08) {11,040, 10 {11,277,832) (11,511,337 (11,953 025) (12,241 435) [12.285 028 [12.753.911)

Purchz=zs of Re=al Estate Assets - - - - - - - - - - -

Purchase of INENgiNie ASSES - - - - - - - - - - - -

Purchase of Imterests in Joint Ventures & Assodates - - - - - - - - - - - -

Deferred Debtors & Advances BMade - - - - - - - - - - - -

Contributions Paid to Joint Wentures & Acsociates - - - - - - - - - - - -

Other Inwesting Activity Payments - - - - - - - - - -

Mst Cash providsd [or ussd In) Investng Actvitisa = 113,360,060 118.576.011) 11,055, 104) 11511 327] [13.752.012] [11.903.025] (12,241 435] [12.205.028] [IZ753.911] (13018 167}

Cash Flows from Financing Activities

Proceeds from Borrowings 5 Advances - - - - - - - - - - - -

Proceeds from Finance Leases - - - - - - - - - - - -

Cther Financing Activity Receipts - - - - - - - - - - - -

Paym =

Repayment of Borrowings & Advarces - [ 730,400) (520,810 |E52.758) {S10.873) [17.3:00) [17.9EE) [1E6E1) (18,447 (20,2200 (21.025)

Repaymens of lesce lishilities [principsl repeyments) - - - - - - - - - -

Distributions o non-controlling intenests - - - - - - - - - - -

Other Financing Activity Payments - - - - - - - - - - - -

Mst Cash Flow provided (used In) Financing sctivitiea: - [ 735,405 (BZ5.E15) 652, 758) (S10LE73) [17.300) [17.36E) [15.681) [12.247) [20.Z220) (21.025)

Mst IncreasaijDecreass] In Cash & Cash Equivalsnts - (26,204 1,103,157 E36,115 124, 796 F12.331 (3,225,605 878,950 065,441 1,056,571 1,152 544

plus: Cash & Cash Equivalents - beqinning of wear - 5,311,000 5,284,796 4,181 635 5.017.754 5142050 5854371 2628676 3. 507626 4472067 5530638 G683 183

Cash & Cash Equivalents - and of the year 5,311,000 5. 284, 795 4181635 5017754 5,142 050 5,854 371 2838676 3507 E26 4. 474 057 5.530,638 &, 653, 153 7,934,731

Cashn & Cash Equivaients - and of Tie year 5311000 5,284,706 4,181 635 5.017.754 5,142 050 5854371 2528676 3.507.6265 A AT 06T 5530638 6683163 75934731

InveEStments - ang of Mg 13 505,000 13, 505,000 12 026303 12 026, 203 12 026, 203 12 026,205 13 026, 203 12 026203 12 026 203 13 006 205

Caah, Sash Equly & Investments - end of the year 18,815,000 18,783,736 16.207.842 17,043,957 17,168,255 17.6680.574 146854873 2.533.829 WS, 500,270 75596841 18,700,356 12,9e0,934

Represanting:

- External Restrictions 15,567,000 11,563, 706 10,121 490 5,523,265 FEBL155 5. 756,375 5.813.8%0 5,853,726 5932602 5,901,309 5.735.226 5.559.165

- Internal Restricitons 3. 245, 000 2,017 180 3.371.586 6,594 9BE 6,565 535 F. 755765 6,456 258 F.347.4a0 T.BET. 665 B.231.7E8 & 206 229 B.071. 700

- Urrestricoed - 5, BOE, 910 2, 714816 S35, 70 3 514,355 4364 438 2 3B4 731 2 337663 2 659 055 3,433,745 4767931 5,330 068

TE BT 000 T8 T8, 705 3 Ll BE_ 2o BE0.5 15548 i E.500_F 556,04 9,958 E
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Equity Statement — General Fund Scenario 3 — Service Levels Maintained

Lithgow City Counall

10 Year Financdal Plan for the Years snding 30 June 2032

EQUITY STATEMENT - GEHERAL FUND: Btusic Courment Year Projsotsd Taars

Loanarlo 3 - Barvios Levelc Malniained MNPwH N NN .y NIZE i ] a1 T A HERH HERH a0 MR

Cpning Ealmnce jas &k A7) 456, 4B 000 470,540,000 476305075 420713789 4918D0E12 48563051 40006934  SO3E09.226  BOTSEL,251  S11EE2ETE  BISSSLETY  B19.5520%0

Adjustments i opening baance
Resiated opening Balancs j5 & 17] 456 4B 000 470,540,000 476305075 420715 TE9 49180012 49583051 490800934  SO3E09.226  BOTSAL 351 SILSE2ETE  BISSGLETD  B19.5520%0

Fief Operating Rsult for the Year 1,255 000 B, 265,075 10,308,714 3536803 3,570,439 3,858 843 EL 357,005 EL R 31989 &85 4,000,144 4,010,134
Ajustments D net opemating result
Rnctaied et Cpsrmting Recult for tha Year 1,255 000 B, 265075 10,808 714 1836813 1,570,439 3,858 a3 3999 97 35972035 is1E 3,989, &% 4,000,148 4,110,134

Cifier Comprenensive: income

Cowmiacicet o piicel pebfiaod eroins

Giain (hes) on revaluatin of IFPRE LEOT 000
G (hoas) on ewaluation of availabile for Sa investments

Radisind [gain] hoss om avalable for sabe mestrmen recogrased in openating
Gain (hes) on revaluation of othir reemne

Risadisiad [gain] hoss from other reserves reoognied in cperaling result

Imi i ent ks (reversal) = finamdal sdeets ot Rairvalue teough 00
Readisial [ain] hoss om financial ssets ot Tar value thiough OO0
Giain]hoda] on revaluation of Teandal assets ot Sirvabes through 00 (mther
Giainhok] on revaluiation ol ajuity iretnassenis ot T value thiosgh 00
Trarddess 10 Moo Stalement
|mipadrsent (oss) neversal relating 1o, FPEE
|l [Pevernad ) of dviailabibe Tor Sale imvestmens o Tos] operuting re
Jesint vieiriuines aitd ddsodiines
il PESiEnves MRl
Oitfer MACREMENS |combined)

Char Comprahanches Innomm LEST 000

Total Comprshancive Inoome 4, 152000 B, 365075 10,808 714 EREIAE] 3,970, 439 3,05 Bd3 3,999, 253 3871025 19115 3080 &5 4 000,148 4,000,138

Cisirbutions fofoonirbubons: fmm) nan-coniriling inlemssts
Transhers betwesn Equiy

Enquity - Balanoe af end of the reporting pericd ATILEA0 000 ET8 506075
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Appendix 3 Performance Indicators — Scenario 3

Key Performance Indicators — Consolidated Scenario 3 — Service Levels Maintained

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032
KEY PERFORMANCE INDICATORS - CONSOLIDATED

Scenario 3 - Service Levels Maintained Current
Year Projected Years
2021/22 2022123 2023724 2024/25 2025/26 202627 2027728 2028/29 2029/30 2030/31 2031/32
. Within green benchmark (green min and/or green max} — Within green benchmark
'l:::' Within amber benchmark (amber min andior amber max) abowve green maximum and below amber maximum

below green minimum and abowe amber minimum

. Mot within benchmark (amber min and/or amber max} ’T‘ abowve amber maxirmum
~],r below amber minimum
Council's Target Benchmarks
Operating Performance Ratio Snapshot @ I e - - - - - @ -\ - @ @ —\® -
Actual Ratio -0.12% 6.81% 1.16% 1.22% 1.56% 1.66% 1.76% 1.77% 1.65% 1.28% 1.43%
Own Source Operating Revenue Ratio Snapshot @ — ® L\ ® - -\ - -\ - - - - -
Actual Ratio 66.64% 57.70% | 78.44% | 78.40% | 78.36% | 78.32% | 78.29% | 7284% | 62.22% | 78.19% | 7e.16%
Unrestricted Current Ratio Snapshot ® i e .\ ® ¢ @& | @ e @ o o @ —
Actual Ratio 1.31 1.18 1.34 1.59 1.83 1.48 1.54 1.60 1.67 175 1.81
Debt Service Cover Ratio Snapshot ® — ®  ®  ® @ | | | o o @ -
Actual Ratio 6.63 10.04 7.33 3.51 8.45 15.01 15.37 1672 11.87 13.34 16.23
Rates, Annual Charges, Interest & Extra Charges Snapshot @ — e - ® - -1 ® - -\ -\ — o — | -\ -
Outstanding Percentage Actual Ratio 5.74% 5.86% 5.79% 5.74% 5.74% 5.74% 5.74% 5.74% 5.75% 5.75% 5.75%
Cash Expense Cover Ratio Snapshot @ — ®  ®  ® @ | | | |  ° @ -
Actual Ratio 8.88 7.62 8.49 7.68 8.39 768 8.57 8.14 7.62 10.19 1112
Building & Infrastructure Renewals Ratio Snapshot i - i e ' - . — ‘ - . - . - ' - ' - . - ‘ -
Actual Ratio 106.77% 91.64% | 103.62% | 104.65% | 105.69% | 106.74% | 107.35% | 185.37% [ 182.97% | 107.71% | 108.77%
Infrastructure Backlog Ratio Snapshot @ =+ ¢ r® +® +|® -\ - ® —-\® -\ ® - ® —\® -
Actual Ratic 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02
Asset Maintenance Ratio Snapshot . L . N . e . o . e . Jr . — . — . — . — . —
Actual Ratio 0.88 0.90 0.92 0.94 0.97 0.99 1.01 1.04 1.06 1.08 1.11
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Key Performance Indicators — General Fund Scenario 3 — Service Levels Maintained
Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032
KEY PERFORMANCE INDICATORS - GENERAL FUND
Scenario 3 - Service Levels Maintained Current
Year Projected Years
2021722 2022723 2023124 2024/25 2023/26 2026127 2027728 2028/29 2029/30 2030/31 2031/32

. Within green benchmark {green min and/or green max) = Within green benchmark
(::' Within amber benchmark {(amber min and/or amber max) abowve green maximum and below amber maximum

below green minimum and abowe amber minimum

. Mot within benchmark {(amber min and/or amber max} 1" abowve amber maximum
-Jr below amber minimum
Council's Target Benchmarks
Operating Performance Ratio Snapshot ® U ®  ©® — ® - (® & ©® ® - - o -
Actual Ratio -2 16% 8.16% 0.51% 0.55% 0.56% 0.55% 0.54% 0.53% 0.52% 0.51% 0.51%
Own Source Operating Revenue Ratio Snapshot @ I ® L+ ® -1 ® -1 ® -\ ® - ® - ®» -\ ® -\ ® -\ -—
Actual Ratio 53.30% 50.11% | 72.16% | 72.12% | 72.08% | 72.05% | 7201% | 71.98% | 71.95% | 71.92% | 71.90%
Unrestricted Current Ratio Snapshot @ I e .\ @ J e -\@® - @ e - - -\ -9 -
Actual Ratio 1.30 147 1.33 1.58 1.82 1.47 1.53 1.59 1.66 1.75 1.84
Debt Service Cover Ratio Snapshot ® - ® | ©® — ® - (® ¢ | | —(® @ o -
Actual Ratio 10.14 18.22 13.99 18.85 378.03 | 28727 | 239674 | 40644 | 41838 | 42668 | 437.23
Rates, Annual Charges, Interest & Extra Charges Snapshot @ — e -\ ® - - ® -\ ® -\ ® - ® - - -\ —
Outstanding Percentage Actual Ratio 5.17% 5.21% 5.28% 5.22% 5.22% 5.22% 5.22% 5.22% 5.22% 5.22% 5.22%
Cash Expense Cover Ratio Snapshot ® - ® | | - (& & ©® | - & o -
Actual Ratio 8.63 5.32 5.23 5.22 5.42 4.85 5.21 5.50 5.71 5.94 6.18
Building & Infrastructure Renewals Ratio Snapshot @ - @® - @ - ® - [® - [® - [®@ - [® - [® — [ @® —[® —
Actual Ratio 130.83% 136.31% | 124.22% | 125.02% | 125.71% | 126.42% | 126.36% | 127.04% | 127.71% | 128.38% | 129.05%
Infrastructure Backlog Ratio Snapshot @ — o -\ -\ - 1@ -\ -\ - 1@ -\ —\e —\e —
Actual Ratio 0.01 0.01 0.01 0.0 0.01 0.01 0.0 0.01 0.01 0.0 0.01
Asset Maintenance Ratio Snapshot @ I e L\ @ J e L e @ @ @ @ @ @ -
Actual Ratio 0.91 0.93 0.95 0.98 1.00 1.03 1.05 1.08 1.10 1.13 1.16
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Appendix 4 Income Statement — Scenario 1 Base Case & Scenario 2 Service Levels Reduced

Income Statement - General Fund Base Case

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032

INCOME STATEMENT - GENERAL FUND Actuals Current Year Projected Years

Scenario - Base Case 2020121 2021/22 2022123 2023124 2024i25 2025126 2026127 202728 2028i29 2029130 2030131 2031/32
$ $ $ $ $ $ $ $ $ $ $ $

Income from Continuing Operations

Revenue:

Rates & Annual Charges 18,447,000 19,780,264 19,737,777 20,715,303 21,233,186 21,764,016 22,308,116 22,865,819 23,437,464 24,023,401 24,623,986 25,239,586

User Charges & Fees 1,438,000 2,676,266 2,734,640 2,903,006 2,875,581 3043971 3,126,220 3,204,375 3,284,485 3,366,597 3,450,762 3,537,031

Other Revenues 1,339,000 1,502,659 1,463,595 1,500,184 1,537,689 1,576,131 1,615,535 1,655,923 1,697,321 1,739,754 1,783,248 1,827,829

Grants & Contributions provided for Operating Purposes 11,245,000 10,595,447 16,760,512 9,184 367 9,413977 9,648 326 9,800,550 10,137,823 10,391,269 10,651,050 10,917,327 11,190,260

Grants & Contributions provided for Capital Purposes 3,218,000 6,710,984 7,620,420 1,825,000 1,891,500 1,855,330 2,028,517 2,099,087 2,171,069 2,244 450 2,315,380 2,395,767

Interest & Investment Revenue 267,000 240,000 549,000 554,490 560,035 568,435 576,962 585,616 594,401 603,317 515,383 627,691

Other Income:

Net Gains from the Disposal of Assets - 304,500 154,850 - - - - - - - - -

Fairvalue increment on investment properties 538,000 - - - - - - - - - - -

Reversal of revaluation decrements on IPPE previously expensed - - - - - - - - - - - -
Reversal of impairment losses on receivables - - - - - - - - - - - -

Other Income 782,000 - - - - - - - - - - -
Joint Ventures & Associated Entities - Gain - - - - - - - - - - - -
Total Income from Continuing Operations 37,274,000 41,810,120 49,020,794 36,682,351 37,611,968 38,567,209 39,545,908 40,548,644 41,576,008 42,628,609 43,710,085 44,818,164
Expenses from Continuing Operations

Employee Benefits & On-Costs 14,885,000 14,496,423 15,266,373 15,648,032 16,039,233 16,440,214 16,851,219 17,272,500 17,704,312 18,145,520 18,600,593 19,065,608
Borrowing Costs 130,000 95,372 66,071 43,133 17,783 9,710 9,022 8,329 7.564 6,790 5,986 5,163
Materials & Contracts 9,679,000 10,804,453 12,310,033 12,617,784 12,933,229 13,256,560 13,587,974 13,927,674 14,275,866 14,632,762 14,998,581 15,373,546
Depreciation & Amortisation 9,068,000 9,118,866 9,245,798 9,476,943 9,713,867 9,956,713 10,205,631 10,460,772 10,722,291 10,990,348 11,265,107 11,546,735
Impairment of investments - - - - - - - - - - - -
Impairment of receivables {13,000) - - - - - - - - - - -
Other Expenses 957,000 1,029,931 992,603 1,017,418 1,042,853 1,068,925 1,005,648 1,123,039 1,151,115 1,179,893 1,209,390 1,239,625
Interest & Investment Losses - - - - - - - - - - - -
Net Losses from the Disposal of Assets 1,313,000 - - - - - - - - - - -

Revaluation decrementimpairment of IPPE - - - - - - - - - - - -
Fairvalue decrement on investment properties - - - - - - - - - - - -
Joint Ventures & Associated Entities - Loss - - - - - - - - - - - -
Total Expenses from Continuing Operations 36,019,000 35,545,045 37,880,878 38,803,310 39,746,965 40,732,122 41,749,495 42,792,314 43,861,148 44,956,714 46,079,658 47,230,677

Operating Result frem Continuing Operations 1,255,000 6,265,075 11,139,916 (2,120,059  (2,134,007) (2,164,913) (2,203,586)  (2,243,670)  (2,285,139]  (2,328,105] (2,360,572 (Z412513)

Discontinued Operations - Profit/(Loss) - - - - - - - - - - - -
Net Profit/{Loss) from Discontinued Operations R N N N Z z N N N N N N

Net Operating Result for the Year 1,255,000 6,265,075 11,139,916 2,120,959)  {2,134,997) (2,164,913) (2,203,586) (2,243,670) (2,285139) (2,328105) (2,369,572) (2412513)

Net Operating Result before Grants and Contributions provided for
Capital Purposes (1,963,000) (445,909) 3,519,496 (3,945,959) (4,026,497) (4,124,243) (4,232,103) (4,342,757) (4,456,208) (4,572,595) (4,688,952) (4,808,281)
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Income Statement — General Fund Scenario 2 Service Levels Reduced

Lithgow City Council
10 Year Financial Plan for the Years ending 30 June 2032
INCOME STATEMENT - GENERAL FUND Actuals Current Year Projected Years
Scenario 2 - Service Levels Reduced 2020121 2021122 2022123 2023124 2024125 202526 2026127 2027128 2028129 2029130 2030131 2031132
$ $ $ $ $ $ $ $ $ $ $ $
Income from Continuing Operations
Revenue:
Rates & Annual Charges 18,447,000 19,780,264 18,737,777 20,715,303 21,233,186 21,764,016 22,308,116 22,865,819 23,437 464 24,023,401 24,623,986 25,239,586
User Charges & Fees 1,438,000 2,676,266 2,734,640 2,903,006 2,975,581 3,049,971 3,126,220 3,204,375 3,284 485 3,366,507 3,450,762 3,537,031
Other Revenues 1,339,000 1,502,659 1,463,595 1,500,184 1,537,689 1,576,131 1,615,535 1,655,923 1,697,321 1,739,754 1,783,248 1,827,829
Grants & Contributicns provided for Operating Purposes 11,245,000 10,595,447 16,760,512 9,184,367 9,413,977 9,649,326 9,890,559 10,137,823 10,391,269 10,651,050 10,917,327 11,190,260
Grants & Contributicns provided for Capital Purposes 3,218,000 £,710,984 7,620,420 1,825,000 1,391,500 1,959,330 2,028,517 2,099,087 2,171,069 2,244,490 2,319,380 2,395 767
Interest & Investment Revenue 267,000 240,000 548,000 554,450 560,035 568,435 576,962 585,616 594,401 803,317 615,383 527,681
Other Income:
Net Gains from the Disposal of Assets - 304,500 154,850 - - - - - - - - -
Fairvalue increment on investment properties 538,000 - - - - - - - - - - -
Reversal of revaluation decrements on IPPE previously expensed - - - - - - - - - - - -
Reversal ofimpairment losses on receivables - - - - - - - - - - - -
Other Income 782,000 - - - - - - - - - - -
Joint Ventures & Aszociated Entities - Gain - - - - - - - - - - - -
Total Income from Continuing Operations 37,274,000 41,810,120 49,020,794 36,682,351 37,611,968 38,567,209 39,545,908 40,548,644 41576,008 42628609 43,710,085 44,818,164
Expenses from Continuing Operations
Employee Benefits & On-Costs 14,885,000 14,496,423 15,266,373 13,110,216 13,437,972 13773921 14118260 14471226 14833007 15,203,832 15583927 15973526
Borrowing Costs 130,000 895,372 86,071 43,133 17,783 9,710 9022 8,329 7,564 6,790 5,986 5,163
Materials & Contracts 9,679,000 10,804,453 12,310,033 11,050,847 11,327,119 11,610,297 11,900,554 12,198068 12,503,020  12,815596  13,1350986 13,464 385
Depreciation & Amortisation 9,068,000 9,118,866 9,245,798 9,476,943 9,713,867 9,956,713 10,205,631 10,460,772 10,722,291 10,990,348 11,265,107 11,546,735
Impairment of investments - - - - - - - - - - - -
Impairment of receivables {13,000) - - - - - - - - - - -
Other Expenses 957,000 1,029,931 992,603 1,017,418 1,042,853 1,068,925 1,095,648 1,123,039 1,151,115 1,179,893 1,208,380 1,239,625
Interest & Investment Losses - - - - - - - - - - - -
Net Losses from the Disposal of Assets 1,313,000 - - - - - - - - - - -
Revaluation decrementimpairment of IPPE - - - - - - - - - - - -
Fairvalue decrement on investment properties - - - - - - - - - - - -
Joint Ventures & Associated Entities - Loss - - - - - - - - - - - -
Total Expenses from Continuing Operations 36,019,000 35,545,045 37,880,878 34,698,557 35539593 36419566 37,329,125 38261435 39216997 40,196,459 41,200,396 42,279,434
Operating Result from Continuing Operations 1,255,000 6,265,075 11,139,916 1,983,794 2,072,375 2,147 643 2,216,784 2,287,209 2,359,012 2,432,150 2,509,689 2,588,730
Discontinued Operations - Profit/(Loss) - - - - - - - - - - - -
Net Profit/(Loss) from Discontinued Operations - - - - - - - - - - - -
Net Operating Result for the Year 1,255,000 6,265,075 11,139,916 1,983,794 2,072,375 2,147 643 2,216,784 2,287,208 2,359,012 2,432,150 2,509,689 2,588,730
Net Operating Result before Grants and Contributions provided for
Capital Purposes (1,963,000) (445,909) 3,519,496 158,794 180,875 188,313 188,267 188,122 187,943 187,660 190,309 192,962
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Capital Works Program - All Funds (‘000)

Years 2022/23 2023/24 2024/25 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32
General Fund

Total Program $21,097 $11,049 $11,278 $11,511 | $13,752 | $11,993 | $12,241 | $12,495 | $12,754 | $13,018
Water Fund

Total Program $835 $950 $974 $998 $1,023 $1,049 $11,075 | $11,102 | $1,129 $1,157
Sewer Fund

Total Program $7,373 $1,400 $1,460 $1,5622 $1,586 $1,654 $1,724 $1,797 $1,874 $1,953
Consolidated

Total Program $29,305 $13,399 $13,711 $14,031 | $16,361 | $14,695 | $25,040 | $25,394 | $15,757 | $16,128
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