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About this application form

IPART has revised the Application Form to be completed by councils applying to IPART for a
special variation (SV) for 2021-22, either under s 508(2) or s 508A of the Local Government
Act 1993. The application form is in two parts:

v Special Variation Application Form Part A (separate Excel spreadsheet)

v Special Variation Application Form Part B (this MS Word document)

The SV Application Form Part B consists of:

v Description and Context Questions

v Criterion 1: Need for the variation

v Criterion 2: Community awareness and engagement

v Criterion 3: Impact on ratepayers

v Criterion 4: |IP&R documents

v Criterion 5: Productivity improvements and cost containment strategies
v Criterion 6: Other relevant matters

v Council certification and contact information

v List of attachments

When completing the SV Application Form for 2021-22, councils should refer to the following:
v IPART's Application Guide for SV Application Form Part B.
v OLG’s SV Guidelines issued in November 2020.
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https://www.ipart.nsw.gov.au/files/sharedassets/website/shared-files/local-government-special-variations-guidelines-application-forms-fact-sheets-and-media-releases-2021-22/website-publications/application-guide-for-part-b-special-variations-for-2021-22.pdf
https://www.ipart.nsw.gov.au/files/sharedassets/website/shared-files/local-government-special-variations-guidelines-application-forms-fact-sheets-and-media-releases-2021-22/website-publications/olg-guidelines-special-variation-2021-22.pdf

Description and Context

To complete these questions, refer to the discussion in IPART's Application Guide for SV
Application Form Part B, Description and Context.

Question 1: What is the type and size of the special variation the council is
applying for?

Indicate the type of the proposed SV - s 508(2) or 508A the council is requesting, and specify
the percentage increases in each of the years in which the SV is to apply, the cumulative

increase for a s 508A SV, and whether the SV is to be permanent or temporary.

Provide the information in the text box, or alternatively, complete Table 0.1.

A one-off (single year) 15% increase, effective from 1 July 2021, that remains
permanently in the rate base, under section 508(2) of the Local Government Act 1993.

Question 2: What is the key purpose of the requested special variation?

In the text box summarise the key purpose (or purposes) of the SV the council is requesting.

Council requires additional revenue generated from the special variation for the following
purposes:

- Enable Council to repay restricted funds unlawfully accessed.
- Provide financial sustainability; and
- Meeting special cost pressures faced by the Council.

Central Coast Council is in a very serious financial crisis. Urgent and strong action is
required to both address the current issues and build long term financial sustainability.

A rate variation is needed to help address Council’s current financial situation. Council
received the Q1 Business Report on progress against Council's 2020-21 Operational
Plan at an Extraordinary Meeting held on Wednesday 2 December 2020.
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The report indicates that Council's projected financial position at 30 June 2021 will be a
loss of $115.1M. At the end of this financial year, accumulated losses over the past four
years will be $200M. Accumulated debt will be in the order of $565M.

Council needs to find approximately $75m in savings / additional revenue structurally
every year in order to break even and in addition to this Council needs to repay
approximately $200m in restricted reserves. As a result, Council is taking the following
measures to address the financial situation including:

e Structurally reducing employment costs by $30M;

e Structurally reducing materials and contracts by $20M;

e Generating additional revenue of approximately $25M through an SV;
e Reducing and capping infrastructure spending to $170M

e Obtaining $150M in bank loans

e Selling $40-$60M in underperforming assets.

These alone will not be enough to help with financial recovery and a rate variation is
required for the long-term sustainability of Council finances, to repay borrowed restricted
funds and for Council to be able to deliver the services the community need and want.

One of the last measures, once all other levers have been enacted, is this rate variation.
The revenue that Central Coast Council generates from rates is proportionately lower than
that of neighbouring local government areas. Over the long term, it is not sustainable for
Council to operate effectively and provide the services that this community values without
receiving additional revenue.

Council’s current financial situation is due to spending more money than we had coming
in. The money was not lost but rather, spent on services and infrastructure that directly
benefited the community. For example, in 2019-20 $242M was spent on a capital works,
delivering 1,383 projects which included a new pipeline between Mardi and Warnervale,
resurfacing of 107km of roads, drainage infrastructure and upgrade to wharves, parks,
playgrounds and sporting fields. The capital expenditure of $242m was $69M higher than
Council’s capital capacity and $158M higher than Council 2019-20 payment capacity for
capital, after considering the $89M loss.

The community has been the beneficiary of these projects.
A 15% rate variation will deliver an extra $25.9M in ordinary rates for 2021-22.

The primary purpose of the Rate Variation is to deliver financial sustainability by
reimbursing the unlawfully accessed restricted funds that have been spent on the above
mentioned capital projects.

IPART.NSW.GOV.AU
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We have a legal obligation to reimburse the restricted funds that were unlawfully accessed
to bring forward projects and infrastructure that has benefited the community.

Council's revised Long Term Financial Plan shows that with a 15% variation, Council will be
able to repay approximately $100M of the externally restricted funds within 10 years, with
the remainder being reimbursed from asset sales and internal restriction write-offs.

There is a very real risk that should Council not obtain a 15% increase that will impact the
status of the loans. This is particularly the case as another bank contacted Council to try
and call in their loan book as a result of Council’s financial situation.

Question 3: Is the council proposing to increase minimum rates in conjunction
with the special variation?

Refer to OLG’s SV Guidelines Attachment 4 — Increasing minimum rates, and OLG’s
Guidelines for a Minimum Rate Increase.

If the increase applies to an ordinary rate, complete this section

Does the council have an ordinary rate(s) subject to a minimum amount?  ygg No [J
Does the council propose to increase the minimum amount of its Yes [J No
ordinary rate(s) above the statutory limit for the first time?

Which rates will the increases apply to? Residential Business Farmland

If the increase will apply to only some subcategories, specify which: Also to apply to Mining
Does the council propose to increase the minimum amount of its ordinary rate(s) by:

Y The rate peg percentage

¥ The special variation percentage

v A different percentage [ (%)

What will the minimum amount of the ordinary rate(s) be after the proposed increase? $565
Has the council submitted an application for a minimum rate Yes [ No
increase?

If the increase applies to a special rate, complete this section

Does the council propose to increase the minimum amount of a Yes [J No
special rate above the statutory limit?

What will the minimum amount of the special rate be after the proposed increase? $565
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Has the council submitted an application for minimum rate increase?  yeg [ No

The council must ensure that it has submitted Minimum Rate (MR) Increase Application
Form Parts A and Part B, if required. (not required)

Question 4: Does the council have an expiring special variation?

Refer to OLG’s SV Guidelines Attachment 1 — Calculation of expiring special variations.

Does the council have an SV which is due to expire on 30 June 20217 Yes O No

Does the council have an SV which is due to expire at some time during the Yes O No
period for which the new SV is being requested?

If Yes to either question:

a) When does the SV expire?
b) What is the percentage to be removed from the council’s general income?
c) What is the dollar amount to be removed from the council’s general income?

Does the council have an SV which it proposes to terminate before the date Yes O No
which the instrument specifies as the date on which it expires?

If Yes:

a) When does the council propose it be terminated?
b) What is the percentage to be removed from the council’s general income?
c) What is the dollar amount to be removed from the council’s general income?

Has OLG confirmed the calculation of the amount to be removed? N/A Yes [0 No [l

Attachments required:
v Copy of the relevant instrument

v Copy of OLG advice confirming calculation of amount to be removed from the
council’s general income.

Question 5: Does the council have an existing (ongoing) s 508A special
variation which applies in 2021-227?

Refer to:
v OLG’s SV Guidelines Section 5.2.
v IPART Fact sheet — The Year Ahead — Special Variations in 2021-22.
Does the council have a s 508A multi-year SV instrument that applies in 2021- Yes O No

227

In the text box:
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v Specify the percentage increase(s) and duration of the SV.

v Qutline the council’s actions in complying with conditions in the instrument approving the
original SV.

v Describe any significant changes of relevance to the conditions in its instrument since it
was issued.

Not applicable

Attachments required:
v Copy of the relevant instrument(s)

v Declaration by the General Manager as to the council’'s compliance with the
conditions applying to the SV included in the instrument of approval issued by
IPART

v Any supporting documents providing evidence of the council’s actions to
comply with the conditions in the instrument(s).

Question 6: Has IPART approved a special variation for the council in the past
five years?

Refer also to OLG’s SV Guidelines Section 6.
You do not need to respond to this question if all the relevant information has been provided
in council’s response to Question 5.
Does the council have a s 508(2) or s 508A SV which IPART has approved in Yes O No
the past five years?
In the text box, for each SV approved in the past five years, briefly:
v Specify the type of SV and the increase to general income approved.

v Qutline the council’s actions in complying with conditions in the instrument approving the
original SV.

v Describe any significant changes of relevance to the conditions in its instrument since it
was issued.

Not applicable
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Copy of the relevant instrument(s)

Attachments required:
v
v

Question 7:
capital expe

Declaration by the General Manager as to the council’s compliance with the
conditions applying to the SV included in the instrument of approval issued by
IPART

Any supporting documents providing evidence of the council’s actions to
comply with the conditions in the instrument(s).

Does a project to be funded by the special variation require a
nditure review?

Does the proposed SV require the council to do a capital expenditure review  ygg [] No

in accordance

with OLG Circular to Councils, Circular No 10-34 dated 20

December 20107
If Yes, has a review been done and submitted to OLG? Yes [ No [
Question 8: Is the council a new council created by merger in 2016?

Refer also to OLG’s SV Guidelines Section 4.

Is the council a new council created by merger in 20167? Yes No [

Question 9:

Does the council have deferred rate increases available to it?

Does the council have deferred rate increases available to it from one or Yes [J No

more previous

years under section 511 of the Local Government Act

If Yes, has the collection of these additional rates been included in the Yes [ No [
Council’s LTFP
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Criterion1

Need for the variation

Criterion 1 in the SV Guidelines is:

The need for, and purpose of, a different revenue path for the council’s General Fund (as
requested through the special variation) is clearly articulated and identified in the council’s
IP&R documents, in particular its Delivery Program, Long Term Financial Plan and Asset
Management Plan where appropriate. In establishing need for the special variation, the
relevant IP&R documents should canvass alternatives to the rate rise. In demonstrating
this need councils must indicate the financial impact in their Long Term Financial Plan
applying the following two scenarios:

» Baseline scenario — General Fund revenue and expenditure forecasts which reflect the
business as usual model, and exclude the special variation, and

» Special variation scenario — the result of implementing the special variation in full is
shown and reflected in the General Fund revenue forecast with the additional
expenditure levels intended to be funded by the special variation.

The IP&R documents and the council’s application should provide evidence to establish
this criterion. This could include evidence of community need /desire for service
levels/projects and limited council resourcing alternatives.

Evidence could also include the analysis of the council’s financial sustainability conducted
by Government agencies.

To complete the questions for Criterion 1: Financial need refer to IPART's Application Guide
for SV Application Form Part B.

Refer also to IPART Fact sheet — The Year Ahead — Special Variations in 2021-22 and
Information Paper — Special Variations in 2021-2in relation to the interaction of financial need
and willingness to pay.

In the response to this criterion, you should include extracts from, or references to, the IP&R
document(s) that demonstrate how the council meets this criterion.

1.1 Case for special variation — How did the council establish the need for
the special variation?

In the text box explain how the council developed the proposal to apply for the proposed SV
in the context of its IP&R processes.

Determining the need for a rate variation
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Council developed the proposal to apply for the proposed SV as a result of an urgent and
serious financial situation. This financial situation was first reported formally to Council on
12 October 2020.

It became apparent that the situation was more serious and urgent than originally
identified and on 30 October 2020, the Minister for Local Government had made the
decision to suspend the Council and appoint an Administrator, Mr Dick Persson AM. The
Minister subsequently determined to extend that suspension for a further 3 months.

Mr Persson AM, undertook a review of the situation facing Central Coast Council and on 2
December 2020 presented his 30 day Interim report (Link). In presenting that report, Mr
Persson AM also submitted the Q1 Business Report on progress against Central Coast
Council's 2020-21 Operational Plan (Link)

In his report, Mr Persson AM described the current financial position of Central Coast
Council as "parlous”. He identified in the report that amongst other measures to address
this Council would need a “substantial rate increase”.

As reported in the Q1 Business Report on progress against Central Coast Council’s 2020-
21 Operational Plan it is the opinion of the Responsible Accounting Officer that the
Quarterly Budget Review Statement for Central Coast Council for the quarter ended 30
September 2020 indicates that Council’s projected financial position at 30 June 2021 will
be unsatisfactory at year end because the forecast year-end consolidated operating result
before capital amounts for Council is a loss of $115.1M. The loss of $115.1M includes
$45M of one-off structural costs (see below discussion of structural changes made).

Were Council unable to secure a rate variation the impact upon Council and service
provision would be catastrophic. The cuts needed to be financially viable would have an
irreparable and irrevocable impact.

To be able to make ends meet, there would need to be a further 30% of staff cuts. Cutting
resources and expertise to this extent would fundamentally change Council and its
services.

Consideration of community needs

In considering a possible rate variation, consideration was given to the rate levels for
neighbouring Councils. It is clear from this information that residential rate payers on the
Central Coast pay less in rates than neighbouring Councils of Lake Macquarie, Newcastle
and Cessnock — all of whom currently have special rate variations applying.

IPART.NSW.GOV.AU 10


https://cdn.centralcoast.nsw.gov.au/sites/default/files/Administrator/office-administrator-media-release-administrator-delivers-damning-report-councils-financial_3_6.pdf
https://cdn.centralcoast.nsw.gov.au/sites/default/files/Council/Meetings_and_minutes/agendaextraordinarymeeting2december2020.pdf

Typical residential Former Former Lake Newcastle Cessnock

ratepayer Gosford Wyong Macquarie
LGA LGA
Ordinary Rates $1,029.00  $1,202.00 $1,49464  $1,58247 $1,261.79
% variation against 34% 42% 13%

Central Coast Average
higher higher higher

Based on the above, even with a rate variation of 15%, average residential rates for Central
Coast Council would remain lower than those for Lake Macquarie and Newcastle.

After harmonising the rates between Wyong and Gosford, the projected impact of a 15%
SV on the average residential payer from Gosford is approximately $8.00 per week.

While, the projected impact of a 15% SV on the average residential payer from Wyong is
$2.00 per week decrease.

In preparing the application for a rate variation, Council has also undertaken the work

necessary to harmonise the rates across the two former local government areas. While it is

noted that there is a Bill currently before the NSW Parliament, Council has progressed
under the current legislative requirements.

The following impacts were considered should there not be a rate variation:

- Service closures including some library branches and community facilities
- Significant reduction in maintenance of facilities and infrastructure

- Significant deterioration of assets

- Significant reduction in road, footpath and drainage maintenance

- Significant reduction to environmental programs

- Longer processing times for customer requests, development applications, and
permits, closure of service points.

- Further staff reductions and resultant service reductions

- Reduced maintenance of sporting facilities, parks and playgrounds

IPART.NSW.GOV.AU
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- No new facilities or major upgrades

- No community events run by Council

- No grants program or sponsorship of events

- Further sale of assets and land (beyond those already resolved)

- Significant increases in fees and charges

It should be noted that a variation of 15% will see some service reductions from the levels
currently. This is because Council has tried to strike a balance between a rate increase and
service levels. Even with a 15% increase, there remain further staff cuts to be made and
this will result in some services being affected. There are likely to be slower response
times to our customers and to requests for service.

For example, it may take a bit longer to undertake repairs to roads and footpaths.

Works will be undertaken on a risk basis. However for urgent repairs, there will be no change
in the response time. The reduced infrastructure works program will mean there will be less
works visible to the community. But if Council receives grant funding that fully funds the
works, that will proceed.

Should there be a rate variation, the following impacts were considered

- Maintain current opening hours and programs at pools and libraries but no new
facilities

- Maintenance of sporting and community facilities, parks and gardens but no
increase to mowing, planting or maintenance

- Construction of roads, footpaths, cycleways and drains to continue
- Retain environmental programs (week removal and native vegetation)
- Same levels of customer response times for requests, applications and permits

- Continue community events but no expansion or improvement

The decision to apply for a special variation

Council originally considered applying for a 10% one-off increase to its rate income on 26
November 2020, with that increase to cease after seven years.

Since that resolution, further work was undertaken on Council’'s Long Term Financial Plan.
This included forecasting the reductions in the levels of service to achieve sustainable

IPART.NSW.GOV.AU
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long-term financial plans and to repay the restricted reserves. As a result, it became
apparent that a larger and permanent increase of 15% is necessary in order to maintain a
level of service the community expect (albeit at a level lower than that currently provided),
to be able to repay borrowings and to repay reserve funds accessed unlawfully.

The reason a rate variation of 15% is considered appropriate is because this is the level
that secures Council’s long term financial future (through the repayment of approximately
$100M of unlawfully accessed restricted cash) while continuing to provide services valued
by our community at an acceptable level. It is noted that Council has considered other
options (as described in Question 2) and implemented them. A rate variation is part of a
suite of solutions to the financial situation. Further information is provided below.

As stated by the Administrator in his 3 Month Progress Report, despite our focus on
reducing costs, a significant rate increase is a key component of our recovery strategy.

IP&R documentation

It is noted that it is a requirement that Council should adopt all relevant IP&R documents
before applying for a special variation. This has not been possible for Central Coast
Council due to the speed with which Council’s financial situation has been discovered and
acted upon.

On 8 February 2021, Council adopted amended IP&R documents (D14461483) for the
purpose of public exhibition. These documents reflect both the 10% and 15% SV, as an
addendum. The two options are shown as this is what Council consulted with the
community regarding.

This documentation will be placed on public exhibition for four weeks as required under
the legislation until March 2021.

Results of the public exhibition period will be provided as part of Council’s consideration
of submissions which is planned for 22 March 2021.

Other options examined and actions taken

Council's approach to the current financial situation has been to explore all available
options. This has resulted in sale of assets, reduced workforce, reduced expenditure and
capping the size of the infrastructure works. Further details are provided below.

There will be service reductions against current levels. This will result in slower response
times to community requests for service. This reduction in service levels has been
balanced against the size of a potential rate increase.
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The focus has been clearly on reducing costs but it is also necessary that a proportion of
the funds come from increased revenue. It is estimated that around 70% will come from
reducing costs and 30% from increased revenue.

- Sale of Assets: On 30 November 2020, Council resolved to undertake the sale of
assets to address Council's financial situation. A summary of the assets presented
to Council is attached (Link). This sale of assets is estimated to result in one-off
income of $49M, which would be directly applied towards the repayment of
restricted reserves. The process of selling the assets has commenced as a result of
this resolution of Council.

- Structural reduction in staff expenses: On 30 November 2020, Council resolved a
revised structure which was identified as providing significant savings to Council.
While the exact savings realised will not be determined until the finalisation of the
structure at all levels, initial estimates are that the structural changes will result in
savings of $31M. This program of savings has started with a voluntary redundancy
program having commenced in late 2020 for implementation before 30 June 2021.
Budget provisions have been made in 2020-21 for the purpose of funding
redundancies. This process will result in a reduced headcount from over 2,500 staff
to under 2,000 staff.

Prior to this, in October 2020, Council determined to cease recruitment where
possible. At that time there were 385 vacant positions for which recruitment did
not to proceed.

- Cessation of temporary employees and contractors: 51 temporary employees or
contractors were terminated by 31 December 2020 resulting is savings of $4.678M
(being the difference of the amount actually paid compared to the expected
contract term). Further savings of approximately $1M will be realised over the
current financial year as contracts are wound up.

- Overtime was restricted from October 2020 to only that required for safety or
emergency requirements. As a result, in Q2 of 2020-21 overtime reduced to $440K
(compared to $1.2M for the same quarter the previous year) being a 63%
reduction. Annualising these figures, Council’s overtime costs will reduce from
$14.4M per annum to $5.28M per annum, a saving of $9.1M per annum.

- Seeking bank loans: On 11 November 2020, Council resolved to accept a loan from
one of the four major banks in Australia of $50M on a fixed five-year term
amortising over 15 years. On 18 December 2020, Council resolved to accept a loan
of $100M from one of the four major banks in Australia on a fixed 3-year term,
amortising over 15 years. The loans were provided on the basis of Council seeking
and receiving a 15% rate variation.

IPART.NSW.GOV.AU 14
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There is a very real risk that should Council not obtain a 15% increase that will
impact the status of the loans. This is particularly the case as another bank
contacted Council to try and call in their loan book as a result of Council’s financial
situation.

- Reduced operating expenditure. A review of general expenditure on materials and
contracts has resulted in estimated structural, ongoing savings from 2021/22 of
$22M. Reduced expenditure on operating expenditure has been included in
Council's long term financial planning.

- Reduced capital expenditure. Council has reduced the capital works program from
$242M in 2019-20 to $170M in 2020-21 and this will be the amount at which
infrastructure will be maintained into the future of which $101.1M is for general
fund works. Details of this reduced capital works program are set out in the
amended Delivery Program.

- Reduced service levels. Some services and projects have been delayed or deleted
from the Delivery Program to address Council’s financial situation. Where possible
this has been limited to those services with minimal impact upon the community.
This information is set out in the amended Delivery Program.

- Review of fees and charges. A review of fees and charges undertaken indicated
that with regard to those governed by regulation the opportunity to increase is
minimal. In most cases Council is currently towards the maximum end of relevant
scales.

These measures will not be enough to support the financial recovery and for this reason a
rate variation is being sought for the long- term sustainability of Council finances, to repay
restricted funds accessed unlawfully and for Council to be able to deliver services.

Central Coast Council is in this financial situation because it spent more money on capital
projects and expenses that it had income or funds. The money was not lost but was spent
on infrastructure and services.

Impact on Delivery Program and Operational Plan Actions, Measures and Capital Works
Projects Attachment — D14461483 - Delivery Program and Operational Plan 20-21

Due to the financial situation, the program of works originally planned and adopted as
part of the Operational Plan 2020-21 has been revised and this revised plan is attached.
The revised plan clearly sets out each project and how the financial situation has impacted
delivery.

IPART.NSW.GOV.AU
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

The following information details those actions, measures and projects that have been
impacted.

In summary, as at 27 January 2021, 26 out of the 108 Operational Plan actions and
measures adopted for 2020-21 are impacted by the financial situation. This means that:

e Where an action / measure is noted as Closed it will no longer be delivered

e Where an action / measure is noted as On Hold it is no longer progressing but may
continue in the near future

e Where an action / measure is noted as Delayed the target or timeline has been revised.

Status / Theme: Belonging Smart Green Responsible | Liveable Total
Closed 0 0 1
On Hold 1 2 9
Delayed 2 | 17
No change 12 12

15

As at 30 September 2020, the total capital works budget for 2020-21 has been reduced
from $224 million to $170 million, with 291 out of 450 projects impacted by the financial
situation. This means that:

e Where a project is noted as Revised Timeline / Scope / Budget the project scope has
been revised and the budget has been reduced or the project will continue over
multiple years

e Where a project is noted as On Hold the project the project will no longer be delivered
and will be considered in future years

e Where a project is noted as Additional budget the budget has increased due to grant
funding or the scope has increased.

Status / Therne: Belonging Smart Green Responsible | Liveable Total

Revised Timeline /

a0
Scope / Budget 80 23 133
On Hold i > 28 n7z
Additional budget L 34 3 Fy

Mo change 7 7 67

IPART.NSW.GOV.AU 16



SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Impact on Long Term Financial Plan Attachment D14480010

Special Variation of 15% including rate peg

Long Term Financial Plan - General Fund Only
Securing Your Future - SV of 15% including rate peg
Income Statement

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

$ 000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000

Income from Continuing Operations

Rates & Annual Charges 177,093 205,946 211,020 216,221 221,551 227,014 232,613 238,352 244,234 250,263 256,442
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455
Other Income:

Net gains from the disposal of assets

Total Income from Continuing Operations 414,972 454,312 460,765 467,340 474,054 480,399 486,885 493,514 500,292 507,220 514,303

Expenses from Continuing Operations

Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 158,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets

Total from Continuing O i 487,193 411,495 419,401 427,111 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from Continuing Operations (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533
Net Operating Result for the Year (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533

Net Operating Result for the year before Grants and

Contributions provided for Capital Purposes (99,191) 15,847 14,395 13,259 12,156 11,220 11,132 11,118 11,187 11,334 11,564
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan - General Fund Only
Securing Your Future - SV of 15% including rate peg
Statement of Financial Position

Base Year Year 9 Year 10

2021 2030 2031

$'000 $'000 $ '000
IASSETS
Current Assets
(Cash & Cash Equivalents 21,011 20,106 20,237 19,644 19,102 19,550 19,740 19,871 20,088 20,277 19,140}
Investments 38,536 43,536 48,536 50,536 51,536 55,536 54,536 58,536 57,536 56,536 57,536
Receivables 49,828 51,800 52,373 53,158 53,949 54,748 55,553 56,365 57,184 58,010 58,844
Inventories 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646
Other 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297
Total Current Assets 117,318 123,385 129,089 131,281 132,531 137,777 137,772 142,715 142,751 142,767 143,464]
Non-Current Assets
Investments 100,467 115,467 131,467 151,467 171,467 186,467 206,467 221,467 241,467 261,467 281,467
Loan Receivable 21,931 20,738 19,476 18,141 16,727 15,230 13,646 11,970 10,195 8,317 6,329
Infrastructure, Property, Plant & Equipment 3,511,122 3,516,386 3,522,940 3,527,961 3,533,040 3,544,841 3,550,112 3,556,677 3,561,703 3,566,814 3,578,651
Intangible Assets 26,452 26,259 26,067 25,874 25,682 25,489 25,296 25,104 24,911 24,719 24,526
Right of Use Assets 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804
Other 254 254 254 254 254 254 254 254 254 254 254]
Total Non-Current Assets 3,662,029 3,680,908 3,702,008 3,725,500 3,748,973 3,774,084 3,797,580 3,817,275 3,840,334 3,863,375 3,893,031
TOTAL ASSETS 3,779,348 3,804,293 3,831,097 3,856,781 3,881,504 3,911,862 3,935,351 3,959,990 3,983,086 4,006,142 4,036,494
LIABILITIES
Current Liabilities
Payables 61,664 56,446 53,154 49,300 48,326 48,192 48,029 47,869 47,713 47,559 47,408|
Income Received in Advance 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720|
(Contract Liabilities 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274
Borrowing 15,015 14,650 12,897 12,639 12,578 12,518 12,458 12,396 12,336 12,238 11,531
Lease Liabilities 966 966 966 966 966 966 966 966 966 966 966
Provisions 53,919 54,110 54,307 54,511 54,722 54,941 55,081 55,225 55,374 55,526 55,684
Total Current Liabilities 143,558 138,166 133,318 129,411 128,587 128,610 128,529 128,451 128,382 128,283 127,583
Non-Current Liabilities
Income Received in Advance 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914]
Lease Liabilities 1,552 1,552 1,552 1,552 1,552 1,552 1,562 1,552 1,552 1,562 1,552
Borrowing 150,691 138,576 127,904 117,312 106,616 95,816 84,906 73,888 62,749 51,525 40,787
Provisions 75,795 74,606 73,451 72,823 69,299 64,882 60,429 55,950 51,508 46,911 42,771
Total Non-Current Liabilities 232,951 219,648 207,820 196,601 182,381 167,164 151,801 136,304 120,723 104,902 90,024
TOTAL LIABILITIES 376,510 357,814 341,138 326,012 310,968 295,775 280,330 264,755 249,105 233,185 217,607}
Net Assets 3,402,838 3,446,479 3,489,958 3,530,769 3,570,536 3,616,087 3,655,022 3,695,235 3,733,981 3,772,956 3,818,887
EQUITY
Retained Eamings 3,331,184 3,374,000 3,415,364 3,455,593 3,494,718 3,532,908 3,571,010 3,609,097 3,647,254 3,685,557 3,724,091
Revaluation Reserve 71,654 72,479 74,594 75,176 75,817 83,179 84,012 86,138 86,726 87,399 94,797|
Total Equity 3,402,838 3,446,479 3,489,959 3,530,769 3,570,536 3,616,087 3,655,022 3,695,235 3,733,980 3,772,956 3,818,887
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan - General Fund Only

Securing Your Future - SV of 15% including rate peg
Performance Measurement Indicators

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
TARGET $ '000 $'000 $ '000 $ '000 $'000 $ '000 $ '000 $'000 $ '000 $ '000 $'000
Budget Performance
1 Operating Performance Ratio >0% -25.56% 3.71% 3.32% 3.01% 2.72% 2.47% 2.42% 2.38% 2.36% 2.36% 2.37%

measures the extent to which a council

has succeeded in containing operating x v v v v v v v v v v

within operating revenue

2 Own Source Operating Revenue Ratio >= 60% 81.66% 83.25% 83.48% 83.72% 83.95% 84.16% 84.37% 84.58% 84.79% 85.00% 85.20%
measures fiscal flexibility. It is the degree

of reliance on external funding sources v v v v v v v v v v v
such as operating grants and
contributions

Operational Liquidity

3 Unrestricted Current Ratio >=15 -0.95 -0.75 -0.76 -0.80 -0.82 -0.79 -0.83 -0.81 -0.84 -0.87 -0.90]

assess the adequacy of working capital
and its ability to satisfy obligations in the
short term for the unrestricted activities of
Council.

Rates, Annual Charges, Interest & Extra

Charges Outstanding Percentage <5% 5.0% 5.0% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9%
assess the impact of uncollected rates and
annual charges on Council’s liquidity and
the adequacy of recovery efforts
expressed as a percentage of total rates
and charges available for collection in the
financial year

5 Cash Expense Cover Ratio >= 3 months 177 229 245 2.47 245 2.57 2.51 262 2.56 2.50 2.47
liquidity ratio indicates the number of
fnaflths a Founcll can confmue paying for v v v v v v v v v v
its di without
cash inflow

Liability and Debt Management

6 Debt Senvice Cover Ratio (OLG) 2.00x - 1.04 6.91 7.08 8.03 8.24 8.35 8.52 8.69 8.91 9.00 9.52
the ilability of i
cash to service debt including interest and x v v 4 v v v v 4 v v
principal.

Asset Management

7 Building and Infrastructure Renewals Ratio >=100% 108.8% 73.3% 93.1% 103.5% 103.3% 103.1% 102.9% 102.7% 102.5% 102.3% 102.2%
assesses the rate at which these assets
are being renewed against the rate at v x x 4 v v 4 v v v v
which they are depreciating

8 Infrastructure Backlog Ratio <=2% 3.20% 3.23% 3.24% 3.24% 3.24% 3.25% 3.26% 3.27% 3.28% 3.30% 3.32%
ratio shows what proportion the
infrastructure backlog is against the total x
value of a council’s infrastructure

9 Asset Maintenance Ratio >=1 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13,
ratio compares actual versus required
annual asset maintenance. A ratio of
above 1.0indicates that the Council is v v v v v v v v v v v
investing enough funds that year to halt
the infrastructure backlog from growing.

10 Capital Expenditure Ratio >=1 1.15 1.10 1.10 1.10 1.09 1.09 1.09 1.09 1.09 1.08 1.08,

annual capital expenditure divided by v v v v v v v v v v v
annual depreciation
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Securing Your Future - SV of 15% including rate peg

Assumptions

Base Year Year 1 Year 2 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2025 2026 2027 2028 2029 2030 2031

Revenue

[cp1 [ 2.0%] 2.0%| 2.0%| 2.0%| 2.0%| 2.0%] 2.0%] 2.0%| 2.0%| 2.0%| 2.0%|
[Rate Increase [ 2.6%| 15.0%| 2.5%] 2.5%] 2.5%| 2.5%| 2.5%| 2.5%] 2.5%] 2.5%| 2.5%|
[Annual charges [ [ 0.5%] 0.5%| 0.5%| 0.5%| 0.5%] 0.5%] 0.5%| 0.5%| 0.5%| 0.5%]
[User Charges & Fees [ [ 0.5%] 0.5%| 0.5%| 0.5%| 0.5%] 0.5%] 0.5%| 0.5%| 0.5%| 0.5%]
[other Revenue [ [ 0.5%] 0.5%| 0.5%| 0.5%| 0.5%] 0.5%] 0.5%| 0.5%| 0.5%| 0.5%]
[Grants and Contributi [ [ 0.0%] 0.0%| 0.0%| 0.0%| 0.0%] 0.0%] 0.0%| 0.0%| 0.0%| 0.0%]
[Investment Return [ [ 0.5%] 0.5%| 0.5%| 0.5%| 0.5%] 0.5%] 0.5%| 0.5%| 0.5%| 0.5%]
Internal Revenue [ 0.5%] 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%
Expenses

[ Costs | [ 2.5%| 2.5%] 2.5%] 2.5%] 2.5%] 2.0%| 2.0%] 2.0%] 2.0%] 2.0%|
[ ials & C: | [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%| 0.5%] 0.5%] 0.5%] 0.5%| 0.5%|
[other [ | 0.5%] 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%|

Baseline — Rate Peg

Long Term Financial Plan
Baseline - Rate Peg Only
Income Statement

Income from Continuing Operations

Base Year
2021
$'000

Year 1
2022
$'000

Year 2
2023
$'000

Year 3
2024
$ '000

Year 7

2028
$'000

Year 10
2031
$ '000

Rates & Annual Charges 177,093 183,136 187,640 192,256 196,987 201,836 206,806 211,899 217,120 222,471 227,955
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455
Other Income:
Net gains from the disposal of assets
Total Income from Continuing Operations 414,972 431,502 437,385 443,375 449,490 455,221 461,077 467,062 473,178 479,428 485,817
Expenses from Continuing Operations
Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 158,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets
Total from Continuing O 487,193 411,495 419,401 427,11 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from C Operations (72,221) 20,006 17,984 16,264 14,561 13,012 12,294 11,635 11,043 10,512 10,047
Net Operating Result for the Year (72,221) 20,006 17,984 16,264 14,561 13,012 12,294 11,635 11,043 10,512 10,047
gi'm?i§3§?§ng$§§:¢"?§"¢2§:.' szf:’r:sgsrants and (99,191) (6,963) (8,986) (10,705) (12,408) (13,958) (14,675) (15,335 (15,927) (16,458) (16,923)
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan
Baseline - Rate Peg Only

Statement of Financial Position

Base Year Year 5 Year 10

2021 2026 2031

$ '000 $ '000 $ '000
IASSETS
Current Assets
(Cash & Cash Equivalents 21,011 20,436 20,192 20,663 20,587 19,887 20,300 21,010 20,146 19,576 19,986
Investments 38,536 36,536 39,536 41,536 42,536 42,536 45,536 42,536 40,536 37,536 33,536
Receivables 49,828 50,660 51,227 51,984 52,746 53,514 54,288 55,068 55,855 56,648 57,448|
Inventories 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646
Other 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297
Total Current Assets 117,318 115,575 118,899 122,126 123,812 123,880 128,067 126,558 124,480 121,704 118,914

Non-Current Assets

Investments 100,467 100,467 95,467 90,467 85,467 80,467 70,467 65,467 60,467 55,467 50,467]
Loan Receivable 21,031 20,738 19,476 18,141 16,727 15,230 13,646 11,970 10,195 8,317 6,329)
Property, Plant & Equipment 3511122 3516386 3522940 3527961 3,533,040 3,544,841 3,550,112 3,556,677 3,561,703 3,566,814 3,578,651
Intangible Assets 26,452 26,259 26,067 25,874 25,682 25,489 25,296 25,104 24,911 24,719 24,526
Right of Use Assets 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804
Other 254 254 254 254 254 254 254 254 254 254 254]
Total Non-Current Assets 3,662,029 3665908 3,666,008 3,664,500 3,662,973 3,668,084 3,661,580 3,661,275 3,659,334 3,657,375 3,662,031
TOTAL ASSETS 3,779,348 3,781,483 3,784,907 3,786,626 3,786,785 3,791,965 3,789,647 3,787,833 3,783,815 3,779,079 3,780,945
LIABILITIES
Current Liabilities
Payables 61,664 56,446 53,154 49,300 48,326 48,192 48,029 47,869 47,713 47,559 47,408|
Income Received in Advance 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720
(Contract Liabilities 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274
Borrowing 15,015 14,650 12,897 12,639 12,578 12,518 12,458 12,396 12,336 12,238 11,531
Lease Liabilities 966 966 966 966 966 966 966 966 966 966 966}
Provisions 53,919 54,110 54,307 54,511 54,722 54,941 55,081 55,225 55,374 55,526 55,684
Total Current Liabilities 143,558 138,166 133,318 129,411 128,587 128,610 128,529 128,451 128,382 128,283 127,583

Non-Current Liabilities

Income Received in Advance 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914
Lease Liabilities 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552
Borrowing 150,691 138,576 127,904 117,312 106,616 95,816 84,906 73,888 62,749 51,525 40,787]
Provisions 75,795 74,606 73,451 72,823 69,299 64,882 60,429 55,950 51,508 46,911 42,771
Total Non-Current Liabilities 232,951 219,648 207,820 196,601 182,381 167,164 151,801 136,304 120,723 104,902 90,024]
TOTAL LIABILITIES 376,510 357,814 341,138 326,012 310,968 295,775 280,330 264,755 249,105 233,185 217,607}
Net Assets 3,402,838 3,423,669 3,443,768 3,460,614  3,475817 3,496,190 3,509,317 3,523,078 3,534,710  3,545893 3,563,338
EQUITY

Retained Eamings 3,331,184 3,351,190 3,369,174 3385438 3,399,999 3413011 3425305 3436940 3,447,983 3458495 3,468,541
Revaluation Reserve 71,654 72,479 74,594 75,176 75,817 83,179 84,012 86,138 86,726 87,399 94,797
Total Equity 3,402,838 3,423,669 3,443,768 3,460,614 3475817 3,496,190 3,509,318 3,523,078 3,534,709 3,545,804 3,563,333
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan
Baseline - Rate Peg Only
Performance Measurement Indicators

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
TARGET $'000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000

Budget Performance

1 Operating Performance Ratio >0% -25.56% -1.72% -2.19% -2.57% -2.94% -3.26% -3.38% -3.48% -3.57% -3.64% -3.69%
measures the extent to which a council
has succeeded in containing operating x x x x x x x x x x x
expenditure within operating revenue

2 Own Source Operating Revenue Ratio >=60% 81.66% 82.36% 82.60% 82.84% 83.07% 83.28% 83.49% 83.71% 83.92% 84.13% 84.33%
measures fiscal flexibility. It is the degree
of reliance on external funding sources v v v v v v v v v v v
such as operating grants and
contributions
Operational Liquidity

3 Unrestricted Current Ratio >=15 -0.95 -0.83 -0.87 -0.90 -0.92 -0.95 -0.94 -0.99 -1.04 -1.11 -1.18]
assess the adequacy of working capital
and its ability to satisfy obligations in the « « « « « « « « « « «
short term for the unrestricted activities of
Council.

4 Rates, Annual Charges, Interest & Extra
Charges Outstanding Percentage <5% 5.0% 5.0% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9%
assess the impact of uncollected rates and
annual charges on Council’s liquidity and
the adequacy of recovery efforts
expressed as a percentage of total rates
and charges available for collection in the
financial year

5 Cash Expense Cover Ratio >= 3 months 1.77 2.05 212 219 219 213 222 212 2.00 1.86 1.73
liquidity ratio indicates the number of

months a Council can continue paying for M v v v v v v v v v v
its ir di without
cash inflow

Liability and Debt Management

6 Debt Senvice Cover Ratio 2.00x - 1.04 5.49 5.60 6.33 6.47 6.54 6.66 6.79 6.95 7.02 741
the availability of operating
cash to service debt including interest and x v v v v v v v v 4 v
principal.

Asset Management

7 Building and Infrastructure Renewals Ratio >=100% 108.8% 73.3% 93.1% 103.5% 103.3% 103.1% 102.9% 102.7% 102.5% 102.3% 102.2%
assesses the rate at which these assets
are being renewed against the rate at v x x v ' 4 v v v v v
which they are depreciating

8 Infrastructure Backlog Ratio <=2% 3.20% 3.23% 3.24% 3.24% 3.24% 3.25% 3.26% 3.27% 3.28% 3.30% 3.32%
ratio shows what proportion the
infrastructure backlog is against the total x x
value of a council’s infrastructure

9 Asset Maintenance Ratio >=1 113 1.13 1.13 113 113 1.13 1.13 1.13 113 113 1.13]
ratio compares actual versus required
annual asset maintenance. A ratio of
above 1.0indicates that the Council is v v v v 4 v v v v v 4
investing enough funds that year to halt
the infrastructure backlog from growing.

10 Capital Expenditure Ratio >=1 1.15 1.10 1.10 1.10 1.09 1.09 1.09 1.09 1.09 1.08 1.08

annual capital expenditure divided by v v v v v v v v v v v
annual depreciation
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Baseline - Rate Peg Only

Assumptions

R Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Revenue
[cp1 | 2.0%] 2.0%] 2.0%] 2.0%] 2.0%| 2.0%] 2.0%] 2.0%| 2.0%] 2.0%| 2.0%|
[Rate Increase | 2.6%] 2.0%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%]
[Annual charges [ [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%| 0.5%] 0.5%|
[User charges & Fees | [ 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%|
[other Revenue | | 0.5%] 0.5%| 0.5%] 0.5%] 0.5%] 0.5%] 0.5%| 0.5%] 0.5%] 0.5%|
[Grants and © | | 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%| 0.0%] 0.0%] 0.0%|
[Investment Return [ [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%| 0.5%] 0.5%|
Internal Revenue [ 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%|
Expenses
[ Costs | [ 2.5%] 2.5%| 2.5%| 2.5%| 2.5%| 2.0%] 2.0%| 2.0%| 2.0%] 2.0%|
[ als & C: M | 0.5%] 0.5%| 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%|
[other 7 [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%] 0.5%] 0.5%] 0.5%| 0.5%] 0.5%|

The difference between the baseline rate peg scenario and the 15% SV (including rate peg)

is the rates indexation for 2021-22 financial year which results in additional rates income of

$22.8M. For the purposes of the modelling the rate peg assumption for 2022-23 and
onwards is 2.5% in accordance with the IPART SV application.

The table below shows the additional rates income from the 15% SV (including rate peg).

Gomparison of Rates Income Cument Year Year1 Year 2 Year3 Yeard Year5 Year 6 Year 7 Year8 Yeard Year 10
220-1 20722 I3 27324 202425 202526 2627 NITT-28 20 30 2030-31
15% Specal \eraton noluding = peg 175461, M2 202,216,351 207,271,760 212453554 217784852 223,208,015 228, 7R3 241 24508572 240371,6% 245,380,908 25230512
Rate Peg Ony 261 13,406 37 83 891 48 ) I70 g 989 2205 014 200 981 789 208 (136 334 31742 5 224,053 918

Additional Income
* ncudesa Btes catch up of $435K

RaesIndesaton*

15% Specal \eraton noluding = peg 28% 1500 25% 25% 25% ks 2% 25% 25% 25% 2%
Rake Peg Ondy ¥ 0 3% ] 3% Tt 2% 2% 2% 3% 3%
D in ates L 0.0% 13.0% 0.0% 0.0 00% 0.0% 0.0% 0.0% 00% 0.0% 0.0%

* Rate peq assunpton n SV appicaton iz 2.5% fomvear 2 onwads. |PART deemined the rate peg for esch fnancia vear.

The impact of the additional rates income is that the General Fund operating result moves
from an operating deficit excluding capital grants and contributions to an operating
surplus excluding capital grants and contributions from 2021-22 financial year and
onwards. This surplus will enable Council to meet its obligations under the loan
agreements and repay the restricted funds unlawfully accessed.

The operating results shown in the comparison table below incorporate the reduction in
staff costs and materials and contracts. Without the additional income from the 15%SV
(including rate peg) Council will not be able to achieve the Operating Performance Ratio
benchmark of >0% set by OLG for the General fund during the 10 year long term financial
plan.
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Comparison of Operating Result  Current Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

a Il Income 2020-21 202 202 202 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31
15% Special Variation including rate peg (99,190,800) 15,846,878 14,394,701 13,259,291 12,155,885 11,220,040 11,132,245 11,117,988 11,187,435 11,333,915 11,563,869
Rate Peg Only (99,190,800, (6.963,148) (8,985,576) (10.705,493) (12,408,019, (13.957,962] (14,675,207) (15,334,650) (15,926,518) (16,457,887) (16,922,728
Difference 22,810,026 23,380,277 23,964,784 24,563,904 25,178,001 25,807,451 26,452,638 27,113,953 27,791,802 28,486,597

Operating Performance Ratio - measures the extent to which a council has succeeded in containing op

rating expenditure within op

rating revenue

OLG Benchmark > 0% Current Year Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 10
2020-21 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2030-31
-25.6% 3.7% 3.3% 3.0% 2.7% 2.5% 2.4% 24% 24% 24% 24%
15% Special Variation including rate peg * v v v v v v v v v v
Rate Peg On -25.6% -1.7% 22% 2.6% 2.9% -3.3% -3.4% -3.5% -3.6% -3.6% 3.7%
t
ate ea oy * x * * x * x * x * x

Baseline — Rate Peg

Long Term Financial Plan
Baseline - Rate Peg Only
Income Statement

Income from Continuing Operations

Base Year
2021

$ '000

Year 1
2022
$ '000

Year 6

2027

$ '000

Year 7
2028
$ '000

Year 8
2029
$ '000

Year 10
2031
$ '000

Rates & Annual Charges 177,093 183,136 187,640 192,256 196,987 201,836 206,806 211,899 217,120 222,471 227,955
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455
Other Income:

Net gains from the disposal of assets

Total Income from Continuing Operations 414,972 431,502 437,385 443,375 449,490 455,221 461,077 467,062 473,178 479,428 485,817
Expenses from Continuing Operations

Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 168,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets

Total from Continuing O 487,193 411,495 419,401 427,111 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from Continuing Operations (72,221) 20,006 17,984 16,264 14,561 13,012 12,294 11,635 11,043 10,512 10,047
Net Operating Result for the Year (72,221) 20,006 17,984 16,264 14,561 13,012 12,204 11,635 11,043 10,512 10,047
et Operating xj;:f;gg::{ gig:sira"‘s and (99,191) (6,963) (8986) (10,705  (12408)  (13,958) (14,675 (15335  (15927)  (16458) (16,023
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Long Term Financial Plan

Baseline - Rate Peg Only
Statement of Financial Position

Base Year Year 10
2021 2031
$'000 $ '000
IASSETS
Current Assets
(Cash & Cash Equivalents 21,011 20,436 20,192 20,663 20,587 19,887 20,300 21,010 20,146 19,576 19,986
Investments 38,536 36,536 39,536 41,536 42,536 42,536 45,536 42,536 40,536 37,536 33,536}
Receivables 49,828 50,660 51,227 51,984 52,746 53,514 54,288 55,068 55,855 56,648 57,448
Inventories 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646
(Other 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297
Total Current Assets 117,318 115,575 118,899 122,126 123,812 123,880 128,067 126,558 124,480 121,704 118,914

Non-Current Assets

Investments 100,467 100,467 95,467 90,467 85,467 80,467 70,467 65,467 60,467 55,467 50,467|
Loan Receivable 21,931 20,738 19,476 18,141 16,727 15,230 13,646 11,970 10,195 8,317 6,329
Infrastructure, Property, Plant & Equipment 3,511,122 3,516,386 3,522,940 3,527,961 3,533,040 3,544,841 3,550,112 3,556,677 3,561,703 3,566,814 3,578,651
Intangible Assets 26,452 26,259 26,067 25,874 25,682 25,489 25,296 25,104 24,911 24,719 24,526
Right of Use Assets 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804
Other 254 254 254 254 254 254 254 254 254 254 254
Total Non-Current Assets 3,662,029 3,665,908 3,666,008 3,664,500 3,662,973 3,668,084 3,661,580 3,661,275 3,659,334 3,657,375 3,662,031
TOTAL ASSETS 3,779,348 3,781,483 3,784,907 3,786,626 3,786,785 3,791,965 3,789,647 3,787,833 3,783,815 3,779,079 3,780,945
LIABILITIES

Current Liabilities

Payables 61,664 56,446 53,154 49,300 48,326 48,192 48,029 47,869 47,713 47,559 47,408|
Income Received in Advance 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720
(Contract Liabilities 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274
Borrowing 15,015 14,650 12,897 12,639 12,578 12,518 12,458 12,396 12,336 12,238 11,531
Lease Liabilities 966 966 966 966 966 966 966 966 966 966 966
Provisions 53,919 54,110 54,307 54,511 54,722 54,941 55,081 55,225 55,374 55,526 55,684]
Total Current Liabilities 143,558 138,166 133,318 129,411 128,587 128,610 128,529 128,451 128,382 128,283 127,583

Non-Current Liabilities

Income Received in Advance 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914
Lease Liabilities 1,552 1,562 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552
Borrowing 150,691 138,576 127,904 117,312 106,616 95,816 84,906 73,888 62,749 51,525 40,787
Provisions 75,795 74,606 73,451 72,823 69,299 64,882 60,429 55,950 51,508 46,911 42,771
[Total Non-Current Liabilities 232,951 219,648 207,820 196,601 182,381 167,164 151,801 136,304 120,723 104,902 90,024
TOTAL LIABILITIES 376,510 357,814 341,138 326,012 310,968 295,775 280,330 264,755 249,105 233,185 217,607|
Net Assets 3,402,838 3,423,669 3,443,768 3,460,614 3,475,817 3,496,190 3,509,317 3,523,078 3,534,710 3,545,893 3,563,338
EQUITY

Retained Eamings 3,331,184 3,351,190 3,369,174 3,385,438 3,399,999 3,413,011 3,425,305 3,436,940 3,447,983 3,458,495 3,468,541
Revaluation Reserve 71,654 72,479 74,594 75,176 75,817 83,179 84,012 86,138 86,726 87,399 94,797
Total Equity 3,402,838 3,423,669 3,443,768 3,460,614 3,475,817 3,496,190 3,509,318 3,523,078 3,534,709 3,545,894 3,563,338
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Long Term Financial Plan
Baseline - Rate Peg Only

Performance Measurement Indicators

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
TARGET $'000 $ '000 $'000 $'000 $'000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000
Budget Performance
1 Operating Performance Ratio >0% -25.56% -1.72% -2.19% -2.57% -2.94% -3.26% -3.38% -3.48% -3.57% -3.64% -3.69%
measures the extent to which a council
has succeeded in containing operating x x x x x x x x x x x
within operating revenue
2 Own Source Operating Revenue Ratio >=60% 81.66% 82.36% 82.60% 82.84% 83.07% 83.28% 83.49% 83.71% 83.92% 84.13% 84.33%

measures fiscal flexibility. It is the degree

of reliance on external funding sources v v v v v v v v v v v
such as operating grants and

contributions
Operational Liquidity
3 Unrestricted Current Ratio >=15 -0.95 -0.83 -0.87 -0.90 -0.92 -0.95 -0.94 -0.99 -1.04 -1.11 -1.18]

assess the adequacy of working capital
and its ability to satisfy obligations in the
short term for the unrestricted activities of
Council.

4 Rates, Annual Charges, Interest & Extra
Charges Outstanding Percentage <5% 5.0% 5.0% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9%
assess the impact of uncollected rates and
annual charges on Council’s liquidity and
the adequacy of recovery efforts
expressed as a percentage of total rates
and charges available for collection in the
financial year

5 Cash Expense Cover Ratio >= 3 months 1.77 2.05 212 219 219 213 222 212 2.00 1.86 1.73
liquidity ratio indicates the number of
fno’nths a Founcllcan confmue paying for « v v v v v v v v v v
its without
cash inflow

Liability and Debt Management

6 Debt Senvice Cover Ratio 2.00x - 1.04 5.49 5.60 6.33 6.47 6.54 6.66 6.79 6.95 7.02 7.41
the ilability of op ing
cash to service debt including interest and x 4 v v v v v 4 v v v
principal.

Asset Management

7 Building and Infrastructure Renewals Ratio >=100% 108.8% 73.3% 93.1% 103.5% 103.3% 103.1% 102.9% 102.7% 102.5% 102.3% 102.2%
assesses the rate at which these assets
are being renewed against the rate at v x x v v v v v 4 v v

which they are depreciating

8 Infrastructure Backlog Ratio <=2% 3.20% 3.23% 3.24% 3.24% 3.24% 3.25% 3.26% 3.27% 3.28% 3.30% 3.32%
ratio shows what proportion the
infrastructure backlog is against the total x x x x x x
value of a council’s infrastructure

9 Asset Maintenance Ratio >=1 113 113 113 113 1.13 113 1.13 113 113 113 1.13]
ratio compares actual versus required
annual asset maintenance. A ratio of
above 1.0indicates that the Council is v v v v v v v v v v v
investing enough funds that year to halt
the infrastructure backlog from growing.

10 Capital Expenditure Ratio >=1 1.15 1.10 1.10 1.10 1.09 1.09 1.09 1.09 1.09 1.08 1.08|

annual capital expenditure divided by v v v v v v v v v v v
annual depreciation
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Baseline - Rate Peg Only
Assumptions

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

T
G2 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Revenue

2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%] 2.0%|
2.6%] 2.0%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%| 2.5%| 2.5%|

0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%

[cpi

|Rate Increase

|Annual Charges

[

[User Charges & Fees [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%
[other Revenue [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%
[Grants and G [ 0.0%] 0.0%4] 0.0%4] 0.0%4] 0.04] 0.04] 0.04] 0.04] 0.04] 0.04]
[Investment Return [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%
Internal Revenue [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%
Expenses

[Employee Costs [ [ 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.0%4] 2.0%] 2.0%4] 2.0%4] 2.0%4
[ & Contracts A [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%
Other 1 [ 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%

1.2 Financial sustainability of the council — What will be the impact of the

proposed special variation?

In the text box explain how the proposed SV will:

a) Improve the council’s underlying financial position for the General Fund

The intention of the application is to improve the long-term financial sustainability of
Central Coast Council, with the objective of repaying restricted reserves accessed
unlawfully through the delivery of operating surpluses, maintaining adequate services and
delivering $170M per annum in infrastructure.

Council is currently not financially viable and the need for the rate variation has been
demonstrated by the current situation in which Council finds itself. Even with actions
including staff, expenses and capital expenditure reductions and raising $150M in external
borrowings, Council’s long term financial viability is not achievable without an SV.

Background
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Prior to amalgamation, TCORP undertook assessments of Councils to determine whether

they were fit for the future. As part of that process, both the former Gosford City Council

and Wyong Shire Council were identified as not fit. These two Council were subsequently
merged to create Central Coast Council.

At the beginning of amalgamation, Central Coast Council had less than $5M in
unrestricted cash (excluding the Water and Sewer Funds). In that first year, Central Coast
Council achieved an operating surplus of $65M of which $40M was grant funding as part
of the amalgamation process. Since then, Central Coast Council’s operating results before
capital grants and contributions has delivered cumulative losses. In addition, under the
requirements of the Local Government Act there has been a freeze on the rate path for
amalgamated Councils.

Current financial position

Council’s current position as reported to Council in the Q1 Business Report on 2
December 2020 is a projected financial position at 30 June 20201 of a loss of $115M (this
loss includes $45M of one-off structural costs).

Council had unlawfully accessed approx. $200M in restricted reserves and it was this
situation which resulted in Council's financial situation due to its inability to repay those
reserves.

At its meeting held 20 October 2020, Council found itself in the situation where it was
unable to fund the staff payroll without accessing restricted funds unlawfully. As a result
of that situation, the Office of Local Government made early provision of Council’s
Financial Assistance Grant Payments for quarters two and three (approximately $6.2M).

Council’s financial position was considered dire.

While borrowings have been arranged and savings have been identified, Council’s position
remains unsustainable without a rate variation. Not only would basic services be in
jeopardy but Council may be unable to meet its borrowing obligations. Without the rate
variation Council would certainly be unable to repay the funds unlawfully spent from
reserves.

Modelling shows that with the annual estimated increase to Council’s rating income from
the rate peg the General Fund will continue to generate an operating deficit excluding
capital grants and contributions. This is after the reduction in staff costs and materials and
contracts. The assumptions for increases in costs have been minimal, staff costs based on
award and superannuation guarantee increases and other operating expenditure of 0.5%,
to ensure that costs are managed and contained and efficiencies realised. Even with these
caps to expenditure the General Fund is unable to return an operating surplus excluding
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capital grants and contributions. This means that there are no funds available to repay the
restricted funds accessed unlawfully.

Long Term Financial Plan
Baseline - Rate Peg Only
Income Statement

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
$'000 $ '000 $ '000 $ '000 $'000 $ '000 $ '000 $'000 $'000 $ '000 $ '000

Income from Continuing Operations

Rates & Annual Charges 177,093 183,136 187,640 192,256 196,987 201,836 206,806 211,899 217,120 222,471 227,955
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455

Other Income:
Net gains from the disposal of assets
Total Income from Continuing O i 414,972 431,502 437,385 443,375 449,490 455,221 461,077 467,062 473,178 479,428 485,817

Expenses from Continuing Operations

Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 158,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets

Total from Continuing O i 487,193 411,495 419,401 427,11 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from Continuing Operations (72,221) 20,006 17,984 16,264 14,561 13,012 12,294 11,635 11,043 10,512 10,047
Net Operating Result for the Year (72,221) 20,006 17,984 16,264 14,561 13,012 12,294 11,635 11,043 10,512 10,047

Net Operating Result for the year before Grants and

Contributions provided for Capital Purposes (99,191) (6,963) (8,986) (10,705) (12,408) (13,958) (14,675) (15,335) (15,927) (16,458) (16,923)
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Long Term Financial Plan
Baseline - Rate Peg Only
Statement of Financial Position

Year 3 Year 10
2024 2031
$'000 $ '000
IASSETS
Current Assets
ICash & Cash Equivalents 21,011 20,436 20,192 20,663 20,587 19,887 20,300 21,010 20,146 19,576 19,986
Investments 38,536 36,536 39,536 41,536 42,536 42,536 45,536 42,536 40,536 37,536 33,536
Receivables 49,828 50,660 51,227 51,984 52,746 53,514 54,288 55,068 55,855 56,648 57,448
Inventories 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646 1,646
(Other 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297 6,297
Total Current Assets 117,318 115,575 118,899 122,126 123,812 123,880 128,067 126,558 124,480 121,704 118,914

Non-Current Assets

Investments 100,467 100,467 95,467 90,467 85,467 80,467 70,467 65,467 60,467 55,467 50,467
Loan Receivable 21,931 20,738 19,476 18,141 16,727 15,230 13,646 11,970 10,195 8,317 6,329
Property, Plant & Equipment 3,511,122 3,516,386 3,522,940 3,527,961 3,533,040 3,544,841 3,550,112 3,556,677 3,561,703 3,566,814 3,578,651
Intangible Assets 26,452 26,259 26,067 25,874 25,682 25,489 25,296 25,104 24,911 24,719 24,526
Right of Use Assets 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804 1,804]
Other 254 254 254 254 254 254 254 254 254 254 254
Total Non-Current Assets 3,662,029 3,665,908 3,666,008 3,664,500 3,662,973 3,668,084 3,661,580 3,661,275 3,659,334 3,657,375 3,662,031
TOTAL ASSETS 3,779,348 3,781,483 3,784,907 3,786,626 3,786,785 3,791,965 3,789,647 3,787,833 3,783,815 3,779,079 3,780,945
LIABILITIES
Current Liabilities
Payables 61,664 56,446 53,154 49,300 48,326 48,192 48,029 47,869 47,713 47,559 47,408
Income Received in Advance 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720 2,720
Contract Liabilities 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274 9,274
Borrowing 15,015 14,650 12,897 12,639 12,578 12,518 12,458 12,396 12,336 12,238 11,531
Lease Liabilities 966 966 966 966 966 966 966 966 966 966 966
Provisions 53,919 54,110 54,307 54,511 54,722 54,941 55,081 55,225 55,374 55,526 55,684
Total Current Liabilities 143,558 138,166 133,318 129,411 128,587 128,610 128,529 128,451 128,382 128,283 127,583

Non-Current Liabilities

Income Received in Advance 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914 4,914
Lease Liabilities 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552 1,552}
Borrowing 150,691 138,576 127,904 117,312 106,616 95,816 84,906 73,888 62,749 51,525 40,787|
Provisions 75,795 74,606 73,451 72,823 69,299 64,882 60,429 55,950 51,508 46,911 42,771
Total Non-Current Liabilities 232,951 219,648 207,820 196,601 182,381 167,164 151,801 136,304 120,723 104,902 90,024]
TOTAL LIABILITIES 376,510 357,814 341,138 326,012 310,968 295,775 280,330 264,755 249,105 233,185 217,607
Net Assets 3,402,838 3,423,669 3,443,768 3,460,614 3,475,817 3,496,190 3,509,317 3,523,078 3,534,710 3,545,893 3,563,338
EQUITY

Retained Earnings 3,331,184 3,351,190 3,369,174 3,385,438 3,399,999 3,413,011 3,425,305 3,436,940 3,447,983 3,458,495 3,468,541
Revaluation Reserve 71,654 72,479 74,594 75,176 75,817 83,179 84,012 86,138 86,726 87,399 94,797
Total Equity 3,402,838 3,423,669 3,443,768 3,460,614 3,475,817 3,496,190 3,509,318 3,523,078 3,534,709 3,545,894 3,563,338
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan
Baseline - Rate Peg Only

Performance Measurement Indicators

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
TARGET $'000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000
Budget Performance
1 Operating Performance Ratio >0% -25.56% -1.72% 2.19% -2.57% -2.94% -3.26% -3.38% -3.48% -3.57% -3.64% -3.69%
measures the extent to which a council
has succeeded in containing operating x x x x x x x x x x x
expenditure within operating revenue
2 Own Source Operating Revenue Ratio >= 60% 81.66% 82.36% 82.60% 82.84% 83.07% 83.28% 83.49% 83.71% 83.92% 84.13% 84.33%
measures fiscal flexibility. It is the degree
of reliance on external funding sources v v v v v v v v v v v
such as operating grants and
contributions
Operational Liquidity
3 Unrestricted Current Ratio >=15 -0.95 -0.83 -0.87 -0.90 -0.92 -0.95 -0.94 -0.99 -1.04 111 -1.18]
assess the adequacy of working capital
and its ability to satisfy obligations in the « « « « “ « « « “ « «

short term for the unrestricted activities of
Council.

Rates, Annual Charges, Interest & Extra

Charges Outstanding Percentage <5% 5.0% 5.0% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9% 4.9%
assess the impact of uncollected rates and
annual charges on Council’s liquidity and
the adequacy of recovery efforts
expressed as a percentage of total rates
and charges available for collection in the
financial year

5 Cash Expense Cover Ratio >= 3 months 177 2.05 212 219 219 213 222 212 2.00 1.86 1.73
liquidity ratio indicates the number of
fno‘nths a Fuunal can confmue paym.g.for « v v v v v v v v v v
its without addi !
cash inflow

Liability and Debt Management

6 Debt Senice Cover Ratio 2.00x - 1.04 5.49 5.60 6.33 6.47 6.54 6.66 6.79 6.95 7.02 7.41
the ilability of op
cash to service debt including interest and x v v v v v v v v v 4
principal.

Asset Management

7 Building and Infrastructure Renewals Ratio >=100% 108.8% 73.3% 93.1% 103.5% 103.3% 103.1% 102.9% 102.7% 102.5% 102.3% 102.2%
assesses the rate at which these assets
are being renewed against the rate at 14 x x v v v v v v v v
which they are depreciating

8 Infrastructure Backlog Ratio <=2% 3.20% 3.23% 3.24% 3.24% 3.24% 3.25% 3.26% 3.27% 3.28% 3.30% 3.32%
ratio shows what proportion the
infrastructure backlog is against the total x x
value of a council’s infrastructure

9 Asset Maintenance Ratio >=1 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13 1.13,
ratio compares actual versus required

annual asset maintenance. A ratio of

above 1.0indicates that the Council is 14 v v v v v v v v v s
investing enough funds that year to halt

the infrastructure backlog from growing.

10 Capital Expenditure Ratio >=1 1.15 1.10 1.10 1.10 1.09 1.09 1.09 1.09 1.09 1.08 1.08,
annual capital expenditure divided by
annual depreciation
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Baseline - Rate Peg Only

Assumptions

Type Base Year Year 1 Year 2 Year 3 Year 4 Year 5 ACELLC Year 7 Year 8 Year 9 Year 10
2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031
Revenue
[cp1 [ 2.0%| 2.0%] 2.0%| 2.0%] 2.0%| 2.0%] 2.0%] 2.0%| 2.0%] 2.0%| 2.0%]
[Rate Increase [ 2.6%] 2.0%| 2.5%| 2.5%| 2.5%] 2.5%| 2.5%| 2.5%| 2.5%| 2.5%] 2.5%|
[Annual charges [ [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%| 0.5%] 0.5%|
[user Charges & Fees [ [ 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%|
[other Revenue | [ 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%
[Grants and c [ [ 0.0%] 0.0%] 0.0%| 0.0%] 0.0%| 0.0%] 0.0%] 0.0%| 0.0%] 0.0%|
[Investment Return [ [ 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%|
Internal Revenue [ 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%| 0.5%
Expenses
[ Costs [ | 2.5%| 2.5%] 2.5%| 2.5%] 2.5%| 2.0%] 2.0%] 2.0%| 2.0%] 2.0%|
[ als & C: A [ 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%] 0.5%] 0.5%| 0.5%]
[other 7 [ 0.5%] 0.5%| 0.5%] 0.5%| 0.5%] 0.5%] 0.5%] 0.5%] 0.5%| 0.5%|

External Assessment of Council’s financial position

It is noted that Council’'s quantum of available unrestricted cash is still under investigation,
due to the fact that Council is a Water Authority and therefore a question has been raised
whether Water and Sewer's cash, could in fact be treated as unrestricted cash. This is
currently under review by the Solicitor General, while Council is proceeding with treating
Water and Sewer cash as restricted. This uncertainty is despite annual audits by the NSW
Audit Office in accordance with the relevant legislation.

In August 2020, the NSW Audit Office published a report into Governance and internal
controls over local infrastructure contributions. The audit found that Central Coast Council
and the former Gosford City Council had spent $13.2M on administration costs in breach
of the Environment Planning and Assessment Act 1979. The final quantum is being
independently reviewed by Council due to discrepancies in the interest rate calculation
methodology.

Subsequent investigation into Council’s restricted reserves, conducted by Council,
identified significant issues with regard to the expenditure of restricted funds without the
appropriate approvals. It is estimated that since 2019-20 over $200M of Restricted
Reserves have been used unlawfully or without the necessary Council approval.

The Administrator has identified that all of these funds must be repaid.
Impact of rate variation on financial position

Rates income represents 29% of Council's income (see diagram below). A rate variation
will improve the underlying position for the General Fund. This would allow the provision
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of services, the repayment of borrowings and the eventual repayment of the funds spent
from restricted funds.

Without the variation, Council would need to reduce its Operating Expenses further which
would mean a further reduction of the workforce by a third. This would necessarily result
in significantly reduced services below acceptable levels. It would impact the ability to
deliver services and works. The staff levels would be below those at amalgamation, which
themselves were artificially low as identified in the Administrator’s 30 day report.

Commercial loans have been secured on the basis that Council sells assets, cuts costs and
increases revenue. If Council fails to meet its targets with regard to these measures, the
loans can be called in.

The cost savings will largely be met through cutting staff numbers. The planned asset
sales are progressing, including the sale of the former Gosford Council building and
surrounding properties. However, there are limited opportunities for any Council to
increase revenue without a rate rise.

Long Term Financial Plan Attachment D14480010

In developing the long term financial plan, Council has made the following assumptions,
which will require ongoing financial management and monitoring. Even with the rate
variation, Council will need to continue to reduce and manage expenditure and find
efficiency gains.

- Ongoing management and monitoring of staff costs. Over the next five years, staff
cost increases of 2% (being the Award provision) and 0.5% being the legislated
increase in Superannuation Guarantee Contribution. No allowance has been made
for further increases which will require Council to maintain a strong focus on
staffing levels and costs.

- No further borrowings. It is not planned that there be any additional borrowings
beyond those to date. However, it is noted that it will be necessary to re-finance
balloon loan repayments.

- Ongoing management of materials and contracts. Over the long term financial
plan there is a provision for 0.5% increase in the cost of materials and contracts.
This is a deliberately conservative provision in an effort to drive operational
efficiencies that have not been optimised since amalgamation.
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan - General Fund Only
Securing Your Future - SV of 15% including rate peg
Income Statement

Base Year Year 1 Year 2 Year 3 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

2021 2022 2023 2024 2026 2027 2028 2029 2030 2031
$°'000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000 $ '000

Income from Continuing Operations

Rates & Annual Charges 177,093 205,946 211,020 216,221 221,551 227,014 232,613 238,352 244,234 250,263 256,442
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455
Other Income:

Net gains from the disposal of assets

Total Income from Continuing Operations 414,972 454,312 460,765 467,340 474,054 480,399 486,885 493,514 500,292 507,220 514,303

Expenses from Continuing Operations

Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 158,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets

Total from Continuing Operati 487,193 411,495 419,401 427,111 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from Continuing Operations (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533
Net Operating Result for the Year (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533

Net Operating Result for the year before Grants and

Contributions provided for Capital Purposes (99,191) 15,847 14,395 13,259 12,156 11,220 11,132 11,118 11,187 11,334 11,564

Securing Your Future - SV of 15% including rate peg

Assumptions

- Base Year ar 1 Year 2 Year 3 Year 4 Yea Year 6 Year 7 Ye ro Year 10

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031

Revenue
[cp1 | 2.0%| 2.0%] 2.0%| 2.0%| 2.0%] 2.0%| 2.0%| 2.0%| 2.0%| 2.0%] 2.0%|
[Rate Increase | 2.6%] 15.0%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%] 2.5%]
[Annual charges [ [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%] 0.5%|
User Charges & Fees I [ 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%
[other Revenue | | 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%|
[Grants and contributi | | 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%] 0.0%|
[Investment Return [ [ 0.5%] 0.5%] 0.5%| 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%] 0.5%|
Internal Revenue [ 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%] 0.5%|
Expenses
[Employee Costs [ [ 2.5%] 2.5%| 2.5%| 2.5%] 2.5%| 2.0%| 2.0%] 2.0%| 2.0%] 2.0%|
[ als & C | [ 0.5%] 0.5%| 0.5%| 0.5%] 0.5%| 0.5%| 0.5%| 0.5%| 0.5%] 0.5%|
Other | | 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%] 0.5%|
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Long Term Financial Plan - General Fund Only
Securing Your Future - SV of 15% including rate peg
Income Statement

Base Year Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 10

2021 2022 2023 2024 2025 2026 2027 2028 2029 2031
$ '000 $'000 $ '000 $'000 $ '000 $'000 $ '000 $'000 $ '000 $ '000

Income from Continuing Operations

Rates & Annual Charges 177,093 205,946 211,020 216,221 221,551 227,014 232,613 238,352 244,234 250,263 256,442
User Charges & Fees 61,618 61,926 62,236 62,547 62,860 63,174 63,490 63,807 64,126 64,447 64,769
Interest & Investment Revenue 821 825 829 834 838 842 846 850 855 859 863
Other Revenue 14,909 14,983 15,058 15,133 15,209 15,285 15,362 15,438 15,516 15,593 15,671
Grants & Contributions provided for Operating Purposes 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134 49,134
Grants & Contributions provided for Capital Purposes 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969 26,969
Net Internal Revenue 84,428 94,528 95,518 96,502 97,493 97,981 98,470 98,963 99,458 99,955 100,455
Other Income:

Net gains from the disposal of assets

Total Income from Continuing Operations 414,972 454,312 460,765 467,340 474,054 480,399 486,885 493,514 500,292 507,220 514,303

Expenses from Continuing Operations

Employee Benefits & On-Costs 217,869 146,939 150,613 154,378 158,237 162,193 165,437 168,746 172,121 175,563 179,074
Borrowing Costs 3,481 3,342 3,130 2,966 2,857 2,724 2,592 2,461 2,323 2,187 2,050
Materials & Contracts 91,499 83,858 85,288 86,381 87,430 87,867 88,306 88,748 89,192 89,638 90,086
Depreciation & Amortisation 89,058 91,643 94,229 96,814 99,399 101,985 104,570 107,156 109,741 112,326 114,912
Other Expenses 85,286 85,713 86,141 86,572 87,005 87,440 87,877 88,317 88,758 89,202 89,648
Net Losses from the Disposal of Assets

Total from Continuing O i 487,193 411,495 419,401 427,111 434,929 442,209 448,783 455,427 462,135 468,917 475,770
Operating Result from Continuing Operati (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533
Net Operating Result for the Year (72,221) 42,816 41,364 40,229 39,125 38,190 38,102 38,087 38,157 38,303 38,533

Net Operating Result for the year before Grants and

Contributions provided for Capital Purposes (99,191) 15,847 14,395 13,259 12,156 11,220 11,132 11,118 11,187 11,334 11,564
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

Where does Council’s income
come from?

1%

INTEREST

8%
CAPITAL GRANTS &
CONTRIBUTIONS

3%
OTHER
REVENUE

10%
FEES

27%
ANNUAL
CHARGES

b) Fund specific projects or programs of expenditure, or

The specific program of expenditure the rate variation would fund is the repayment of
restricted funds accessed unlawfully, as set out above.
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SPECIAL VARIATION APPLICATION FORM PART B FOR 2021-22

c) Achieve both outcomes

The primary purpose of the rate variation is to improve Council’s underlying financial
position and long term financial sustainability and repay the restricted re