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Executive Summary

As part of the Integrated Planning and Reporting Frameworks, all NSW councils are required to develop a Resourcing Strategy. The intention of the
Resourcing Strategy is to provide the elected Council , artakkadiidneancactivitesito i t y, wi t |
achieve the aspirations set out in the Community Strategy Plan. Those actions are then outlined in the Delivery Program (DP).

Queanbeyan-Pal er ang Regional Council &8s Resourcing Strategy was adopted in June 201
1 Long Term Financial Plan (LTFP)
1 Asset Management Strategy
1 Workforce Management Strategy
1 ICT Strategy
1 Risk Management Strategy
Astocktakeof Council é6s finances has been continuing since the mer geswofthepréviously a nu mb e
adopted Long Term Financial Plan. Si mi | ar |l y, s edv esrearlvidcdee eepevdiewes are underway (transport, recrea

policy reviews that may alter service levels, asset standards, and subsequently the resources, finances and organisation structure.

Council adopted a Financial Strategy and Asset Strategy in 2017. This Strategy was based on the Asset and Financial Sustainability Review undertaken by

GHD and ProfessorPer cy Al l en of the former Queanbeyan and Palerang Councdties. The O6Res|
Financial Strategy and associated principles and benchmarks. That review was updated by Morrison Low in October 2018, based on the DP and aimed at

achieving Audit Officed financial benchmarks and merger savings over a 10-year horizon.

This revision of the LTFP considers a number of scenarios based initially on the 2018-21 Delivery Program adopted in June 2018. The scenarios considered
in the LTFP are summarised below. Scenario 2 is the preferred approach:
1 Base Case Scenario (1):
o Delivery Program
o Consumer Price Indexation
o Debt and Capital Plan
0 Land Sales
1 Scenario 2 (preferred)
0 Base Case Scenario plus
Dividend (Queanbeyan Water & Sewer Funds)
100% Asset Renewals
Improve Unrestricted Cash levels to $2 million.
Additional Merger Funding and revised User Charges
o0 Meet all Financial Principle Ratios
1 Scenario 3
0 Scenario 2 plus
0 Special Rate Variation 5%.

QPRC 5 :
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About the Long Term Financial Plan Long Term Financial Plan - 10 years

The NSWOTf fi ce of L oc &d0LG)Ghtegraded Rlameingt (
and Reporting Manual discusses the Long Term Financial Plan as
animportantpartofacounci | 6s str at e.dhisxs p
the point where long-term community aspirations and goals are

tested against financial realities. It is also where the council and the
community may decide what resources councils need to influence
and work with other parties so that they might deliver

on responsibilities.

The Community Strategic Planning process will provide the council

with valuable information about the future. From the exercise, both Detailed e Financial
the council and the community will have a better understanding of: budget estimates projections
. . . from the from Delivery and
1 Expected pressures that will affect the community socially, SRR Program assumptions

environmentally and economically and the drivers behind this Plan

change

Expected economic growth rates

The communityobés aspirations

economic, environmental and social outcomes Increasing levels of detail

T The communityés priorities
service and community projects.

=A =

v

The Long Term Financial Plan is a decision-making and problem-solving tool. It is not intended that the Long Term Financial Plan is set in
concrete T it is a guide for future action. The modelling that occurs as part of the plan will help councils to weather unexpected events. It will
also provide an opportunity for the council to identify financial issues at an earlier stage and gauge the effect of these issues in the longer term.

The longer the planning horizon, the more general the plan will be in the later years. The first year formsthe basi s of next year s
Plan/Budget, with estimates for the other three years to inform the Delivery Program. Broader provisions are applied to the remaining years of
the LTFP.

The Workforce Management Strategy will be updated to reflect the staffing and resourcing planned in the LTFP and organisation structure. It
aims to address attraction and retention, skilling, ageing of the workforce and investing in trainees.

The Integrated Planning and Reporting Manual identifies the following foundations of the LTFP:
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Essential Element 2.6

The Long Term Financial Plan must include:

* Planning assumptions used to develop the plan

* Projected income and expenditure, balance sheet and cashflow statement

* Sensitivity analysis (factors/assumptions most likely to affect the plan)

* Financial modelling for different scenarios eg planned/optimistic/consarvative

= Methods of monitoring financial performance.

Essential Element 2.4

The Long Term Financial Plan must be updated at least annually as part of the development of

the Operational Plan.

Essential Element 2.5

The Long Term Financial Plan must be reviewed in detail as part of the four yearly review of the
Community Strategic Plan.

The Long Term Financial Planning process is built on four foundations:

* Planning assumptions
= Revenue forecasts
* Expenditure forecasts

= Sensitivity analysis.

A
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Economic Assessment

The Financial Statements appended to the LTFP signal an average operational and capital expenditure around $225m per year, supported by
around $82m per year in rates and charges.

That expenditure is shaped by an average annual $46m in employment costs (wages, training etc) and a further $38m in operational materials
and contracts. Using economic multipliers used with ID Profiler, the combination of local staff and business expenditure in the area generates a

significant expenditure and jobs in the LGA.
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QPRCO6s journey

Following the merger of Queanbeyan and
Palerang councils in May 2016, significant

effort has been put into bringing together Asset 2017 Percy Allen

the finances of both former councils and 2018 Kategic

developing a long-term financial plan for the | Management Asset &

organisation. This has been a challenging Review Fi ial

task, however a number of different actions 'naHP'a L Forensic

have been undertaken and have led to the Sustainability Budaoet

development of the LTFP. Review A ? : Lpng T_erm
| . | nalysis Financial

This body of work is illustrated in the Plan

graphic on the right.

Asset Management Review

GHD undertook a review the servicing

levels of infrastructure assets. The review
modelled the shortfall required to bring
infrastructure assets in line required service
levels.

Asset and Financial Sustainability Review
The Percy Allan review analysed the output from the GHD review and financial data of previous councils enabling a consolidated model
forecasting financial sustainability over a 10-year period.

Forensic budget analysis
The Kategic review looked at expenditure of the former councils, and compared the first year expenditure of the amalgamated Council by
service. The review highlighted services where expenditure had fluctuated, and where employment and contract expenditures had moved.

Long Term Financial Plan

Morrison Low received all of the data from the previous reviews and developed the foundations for the Long Term Financial Plan. The Plan
ensured all financial principle ratios (p14) were being met with the most responsible revenue and expenditure forecast.
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Drivers and Pressures
A number of key drivers and pressures on Council bés finances that guide
Affordability

Provide essential public services in line with population growth and organisation capacity
Keep rates, fees and charges affordable

Borrow at acceptable levels in line with intergenerational equity

Growth in pensioner rebate level as population ages

Meet financial benchmarks to be Fit for Future (FFF)

Service expectations of community

Reducing (in real terms) government grants

Obligations to match grants

Too Joo oo oo Too Too Too Too

Asset Serviceability

Manage the asset backlog

Renewal and replacement of ageing assets

Aligning asset renewal spend to the rate of depreciation

Applying generational equity principles to provision, renewal and upgrade of assets
Differentiating asset operations or servicing from maintenance

Gifted assets from Googong, Tralee and Bungendore

Too Too Too Too Too To

Merger

The NSW Government predicted savings over 20 years for the councils merged in 2016

Progress towards financial and productivity benefits are reported to government

General rate structures from the former councils cannot be harmonised or increased beyond the rate cap during the four-year general
rate path freeze (till 2020)

Staff FTE (123) to remain in smaller towns in perpetuity

Unable to rationalise number of offices and depots

To o oo To
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Workforce

A
A
A
A

Maintaining skilled and motivated workforce, noting long term staff reaching retirement and proposed increased age of retirement to 70
Remunerating at attractive levels given proximity to ACT competition for skilled and professional labour

Retaining skilled design and construction staff to meet RMCC road construction standards of RMS

Retaining skilled development and engineering staff to meet turnaround benchmarks of government

No forced redundancies < May 2019

Local Government Indices

To To o o To

The inflationary measure for local government is the Local Government Cost Index (LGCI) - or the Rate Peg.

The LGCI is calculated by the Independent Pricing and Regulatory Tribunal (IPART) on behalf of the NSW Office of Local Government
(OLG), and is generally near CPI.

Infrastructure construction costs are escalating at around 6-8% pa

Government levies such as Rural Fire Service and State Emergency Service, charged to Local Government, are greater than CPI
Council is bound by the NSW LG award in terms of indexing wages and allowances, which is often higher than rate peg

QPRC 5 o
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Strategy and Principles
The Financial Strategy includes the following elements:
Assets

Rehabilitate required infrastructure (backlog)

Renew infrastructure when it falls below agreed minimum standards (ICL)

Align rate of asset renewal and/or placement into an infrastructure reserves to the degradation of those assets (depreciation)
Expand the total infrastructure stock by enough to cope with residential and business growth

Engage and fund community groups to maintain and service some community assets

Sell surplus property and assets

Commercial property lease returns may be realised

Too oo Too Too To T T

Services

A 1dentify core services that would be quarantined from any cost cuts, or be subject to specific SRVs
A Differentiate servicing from maintenance of assets
A Fund through
A adequate revenue measures,
A operational savings,
A re-ordering spending priorities,
A asset leases or disposals
A extra borrowings
A Obtain extra State or Commonwealth grants

QPRC 5
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Funding

A

A
A
A

A

Fund these initiatives through adequate
revenue measures, operational
savings, re-ordering spending

priorities, asset leases or disposals

and extra borrowings.

Fund infrastructure maintenance and
renewals from operating revenue.
Fund rehabilitation and
enhancements from budget
surpluses, capital revenues and
borrowings.

Ensure that the outcome by year 10
complies with Audit Office Financial
Principle Ratios.

Borrow sufficiently to fund
infrastructure renewal.

Introduce dividend payments from
QBN Water and Sewer activities.
Use debt and cash reserves to help
6smoothd assets

AN

Operational Costs\
and Services

Operating Grants

Operating Contributions

Own Source Revenue

Own Source Reserves

General Revenue

A
A

)

renewall
Place cash surpluses following annual audit into an infrastructure reserve

or

/ Renewal and \

Maintenance

Operating/Capital Grants
Operating Contributions
Own Source Revenue
Own Source Reserves

General Revenue

upgrades;

/Strategic Renewals\

and Upgrades

Capital Grants
Capital Contributions
Own Source Revenue
Own Source Reserves

New Debt

In addition and to reflect savings anticipated for the merged organisation, Council resolved in 2018 that the cost of servicing debt for the new
head office in Queanbeyan occupied by Council staff, would be met by merger, building costs and service review savings.

QPRC 4
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Financial Policies

The financial policies relating to debt, investments and property, are summarised below.

Debt

premised on inter-generational equity

match term of borrowings with expected asset life

additional borrowings will be used to fund enhancement capex, and rehabilitation capex (eg backlog)

new debt should be financed from new revenue sources (eg development contributions, lease, dividend or rate SRV)
utilise borrowings, reserves and sinking funds to smooth out lumpy capex

Too oo Too o I

Investment
only invest in cash through term deposits or BSP
utilise Standard & Poors (S&P) ratings system criteria and format
can access the wholesale market if greater than retail interest rates
spreads investments across a number of financial institutions
access NSW Tcorp investments
investments based on restricted funds

A Development contribution reserves

A Unspent grants or loans

Too Joo Joo Jo Jo To

Property

sel | or devel op O6empl oy me n gendratemetumHto enable mestmedt énrnfrastaudturel Tdat dcBvitytmay act as a catalyst to
generate private investment that creates jobs and tertiary investment

use funds from land investment, or use council land holdings to leverage acquisition of other urban or environmental land

use returns from land holdings to supplement revenue sources

use land holdings and other property to seed affordable housing or business incubation

returns from land holdings may be cash, infrastructure or environmental offsets, or long term returns

apply commercial lease values to all properties, with any rebate or incentive applied per policy

)

Too Too oo o I

Procurement

A principles
1 Value for money
i Efficiency and effectiveness
1 Open and effective competition
1 Probity and equity

A consider local content
1 Identifying local economic development, social benefit and environmental protection

QPRC 5 .
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Financial Ratios

QPRC, and other NSW councils, are required to meet the following benchmarks as set by Audit Office of NSW and Office of Local Government

Financial Sustainability Ratios Descriptor Audit Office

The Operating Surplus Ratio measures how well Council

contains operating expenditure within operating revenue
Operating Surplus Ratio (excluding capital, grants and Contributions, fair value > 0%

adjustments and reversal of revaluation decrements).

The benchmark set is greater than 0%.

The 6own source operating
council 6s fiscal flexibil:@

Own Source Revenue Ratio on external funding sources such as operating grants > 60%
and contributions. The benchmark is greater than 60 per
cent.

The O6unrestricted current

government and represents

short-term obligations as they fall due. The benchmark is
greater than 1.5 times.

Unrestricted Current Ratio >15x

The 6debt service cover r
cash to service debt including interest, principal and
lease payments. The benchmark is greater than two
times.

Debt Service Cover Ratio >2X

This liquidity ratio indicates the number of months the
Council can continue paying for its immediate expenses
without additional cash inflow. The benchmark is greater
than three months.

Cash Expense Cover Ratio > 3 months

QPRC 5 “
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Financial Sustainability Ratios

Infrastructure Backlog Ratio

Infrastructure Renewal Ratio

Infrastructure Maintenance Ratio

Each year, those ratios may vary above or below those thresholds. The LTFP is designed to meet the benchmarks over a 10 year horizon.

QPRC 5

Descriptor

The building and infrastructure backlog ratio shows what
the proportion the backlog (ie Condition 5, as disclosed
on Special Schedule 7 in Financial Statements) is
against the total value of

The o6building and infrast:i
the rate at which these assets are being renewed
against the rate at which they are depreciating. The
benchmark is greater than 100 per cent.

The ratio compares actual vs required annual asset
maintenance. A ratio above 100% indicates Council is
investing enough funds to stop the infrastructure backlog
growing.

Audit Office

<2%

> 100%

> 100%

15
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Service Levels
Service review methodology

Since the merger, services have been expanded

(eg economic, community, tourism) and levels of

service increased (eg parks, road reseals) across
the LGA. This was undertaken from the period of
administration, with initial investment in Budget scenarios
community engagement and events; procuring :

and delivering grant-funded community

infrastructure projects (eg stronger communities Legislatian Descriptor Descriptar Centres Frequency Couneil Employ
fund); and broadly harmonising services across Strategy Link ta: Link to: Quality Contract ‘ Contract
the three main towns. E Policy g 4'3‘ 'iD"'RDIES g -mslic'a‘ntr@ E Geography E Shared § Materials
E Surveys % % :::m % e & hed tape = Community S Other
This increased the expenditure and resources = v < E reduction | A o0y orgn 5 Recoveries
o=

deployed with services, and the standard of some
assets (with subsequent impacts on depreciation

nd future maintenance).
and future maintena Ce) Effectiveness: Efficiency: Pls Engagement: WFP:

KFls expectations procurement

Council has commenced a
review of transport, recreation and development,
as well as implementation of upgraded technology and plant to support delivery of those services.Other reviews of tourism, economic
development, community services and events for example, follow development of strategies and councillor workshops on those areas.

An outcome may be a variation to the level of service or standards for some services and assets from 2020, and subsequent effects on
resources (workforce, plant, technology, contracts); and revenue options (dividends, SRV, fees, sales).

The community will continue to be engaged in the preparation of the suite of plans associated with the Community Strategic Plan (asset
management plans, workforce plan, long term financial plan) in each council term (ie four years), to establish:

w Asset standards

w Levels of service/asset intervention levels.

It is acknowledged that changes above or below those standards and service levels will influence modifications to the asset plans and financial
plan, including levels of renewal, borrowings and depreciation.

It is also noted the Australian Standards set some levels for local government to guide works and physical infrastructure services/maintenance.
These standards govern O0the devel opment of |l and, buil di nger, viroads , par

QPRC 5 &
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Long Term Financial Plan assumptions

General Fund

Capital
i Compressed CAPEX Program over 3 years
0 Asset renewal work of $96m
o New/ upgrade asset work of $260m
0 Years 5to 10, constant asset spend
of $4m renewals, funded by new
loans
0 Years 5to 10, no new assets
1 through
o Capital grants of $155m
0 Borrowings of $142m
0 Land sales $4.5m

Water Fund

Capital
w Asset renewal and upgrade work of $11.7m
over 3 years
w Years 4 to 10, asset renewal of $1.7m in first
year, drops to $450k pa

Sewer Fund

Capital
1 Asset renewal and upgrade work of $163m
over 3 years
1 Asset renewal $25m for following 3 years

1 through
o Capital grants of $60m
o New loans of $40m

Operating Operating Operating
1 Operating expenses decreasing by 11.5% w Materials and contracts increase by 2.5% pa 1 Operating expenses increase by 3% over 3
over three years years
1 $2 million profit on sale of plant per annum
1 Asset maintenance work of $22m per annum
Revenue Revenue Revenue
w Fees and annual charges increase by 2.3% 1 Fees and annual charges increase by 2.3%
1 Bungendore Stormwater Levy from year 4 pa pa

1 Water and sewer dividend i Queanbeyan
1 Additional fees and charges
1 Additional merger funding

w Non-cash capital contributions $2.7m

1 Non-cash developer contributions $7m pa

Ratios

1 Asset maintenance at 90%

1 Assetrenewal at 100%

1 Assetrenewals for years 4-10 funded from
general revenues, not borrowings

1 Improve unrestricted cash to $2m

Ratios
A Asset renewals 100%

Ratios
1 Asset renewals 100%

QPRC 4
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Long Term Financial Plan Profile

The graphs below indicate the breakdown of operational income and
expenditure for an average year over the 10-year period.

The income graph shows that QPRC derives operational income primarily
from rates/annual charges, user charges and operational grants.

The expenditure graph shows QPRC operational expenditure primarily within
employee benefits, materials/contracts and depreciation.

Expenditure by Category average over

10years.
Other
Expenses
8%
Employee
o Benefits
Depreciation
23% 35%
Borrowing
Costs
5%
Materials &
Contracts

29%

QPRC 4

Income by Category average over 10

years.
Other Operational
Revenue Grants Net Gain
Investment
2% 8% Disposed

Revenue
4%

Assets
1%

User C

Rates &
Annual
Charges
57%
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The graph on the right
highlights the level of capital
expenditure on
infrastructure assets over a
10-year period.

Years 2018i 21 is a
compressed period of high
levels of capex, while cost
of debt is low (~4% fixed/20
years), and supporting
grants are high, including
the construction of:
i Ellerton Drive
extension
1 Queanbeyan Sewer
Treatment Plant
I Queanbeyan
Administration

Building.

f Old Cooma Road
Duplication

1 Nerriga Road sealing

1 Regional Sports
Complex

This accelerates asset
renewals and new assets,
and causes the renewal and
maintenance ratios to tilt for
a period.

200,000
180,000
160,000
140,000
120,000
100,000
80,000
60,000
40,000
20,000

Capital Expenditure by Year

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
12019 12020 12021 /2022 /2023 12024 12025 12026 12027 12028

Scenario 2 then recommends the reduction of expenditure to meet the asset renewal benchmarks, rather than exceed, to enable a balance of

asset maintenance and renewal.

QPRC 4
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The graph on the right illustrates

the proposed level of asset Asset Renewals by Category
renewall across C Non infrastructure
base. assets

9%

The graph shows that 68% of all
renewal expenditure is being

spent of sewer and road assets. Sewegr’:;twmk
0

Buildings

9%

Other Structures
0%

Key asset projects include Old
Cooma Road duplication, local
road renewals, head office ;

renewal and Queanbeyan
sewage treatment plant renewal.

Water network
4% Roads

34%
Swimming pools & other

open spaces
4%

\

Storm water drainage
3%

Footpaths /

1%

Bridges
2%
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Enhanced or new asset
expenditure by category
indicates the proposed
spend on new assets.

The graph shows that 46%
of all expenditure for new
assets are being spent on
road assets. The key new
asset project is the Ellerton
Drive Extension, while the
Queanbeyan sewer plan
and head office projects
include an upgrade.

QPRC “¥

New Assets by Category

Non infrastructure assets

0% Buildings

17%

Sewer network

27%
Other Structures
0%

Swimming
pools &
other open
spaces
8%

Storm water drainage
0%

Roads
Footpaths ) 46%
1% Bridges

0%
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Key Financial Ratio Forecasts

The following charts illustrate forecast results under the Base Scenario, and Scenarios 2 and 3, compared to the benchmark (Target).

Scenario 2 is Preferred.

The graph on the right
shows the operating surplus
before capital grants and
contributions and how
operating expenditure is
spent within operating
revenue (excluding capital,
grants and contributions, fair
value adjustments and
reversal of revaluation
decrements).

Scenario 2 has been
developed to ensure an
operating surplus is
achieved across the 10-year
horizon.

QPRC 5

30,000

25,000

20,000

15,000

10,000

5,000

-5,000

-10,000

Operating Surplus before Capital Grants and Contribution

T~

2017
/2018

2018 2019 2020 \ 2021 022 2023 2024 2025 2026 2027 2028 2029
/2019 /2020 /2021 /2023 /2024 /2025 /2026 /2027 /2028 /2029 /2030

——Base Case ——Scenario 2 Scenario 3 ——Target




QPRC Long Term Financial Plan 2018-28

The debt service cover ratio measures the
operating cash to service debt including
interest, principal and lease payments. The
benchmark set by NSW Office of Local
Government is greater than 2x (200% in

graph)

Scenario 2 has been developed to utilise
debt up to the benchmarks. Scenario 2
allows the ratio to dip slightly below the
benchmark in one year where the
borrowings are taken for the Queanbeyan
head office and Queanbeyan sewage
treatment plant. The ratio is brought back
above the benchmark when principal
repayments are made.

QPRC 5
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The Operating Performance Ratio
measures how well Council
contains operating expenditure
within operating revenue
(excluding capital, grants and
Contributions, fair value
adjustments and reversal of
revaluation decrements). The
benchmark set by the Office of
Local Government is greater than
0%.

Scenario 2 has been designed to
ensure the operating performance
ratio meets the required
benchmarks.

QPRC 5
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The building and
infrastructure backlog ratio
shows what the proportion
the backlog (ie Condition 5,
as disclosed on Special
Schedule 7 in Financial
Statements) is against the
total wvalue
infrastructure.

of

Scenario 2 has been
developed to allow assets
are renewed to the agreed
service levels and does not
fall below benchmarks.

QPRC 5
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The building and infrastructure asset renewals
ratio assesses the rate at which these assets are
being renewed against the rate at which they are
being depreciated. The benchmark set by Office of
Local Government is greater than 100%.

Scenario 2 has been developed to ensure asset
renewals are equivalent to 100% of the value of
the assets being depreciated.

350.0%

300.0%

250.0%

200.0%

150.0%

100.0%

50.0%

0.0%

Building and Infrastructure asset renewal ratio

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
/2018 /2019 /2020 /2021 /2022 /2023 /2024 /2025 /2026 /2027 /2028 /2029 /2030

——Base Case ——Scenario 2 Scenario 3 ——Target
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