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Introduction

The Shire of Kondinin’s Long Term Financial Plan (LTFP) is the financial planning tool to map and monitor
the financial sustainability of the Shire into the future. It is a mechanism to be used by Council for the
delivery of programs set out in the Community Strategic Plan (SCP) and Corporate Business Plan (CBP).

The Long Term Financial Plan has been prepared based on financial projections and a number of
assumptions outlined in this document. Such projections and assumptions may be influenced by
strategies, priorities and risks in the future. Hence the Long Term Financial Plan is reviewed annually and
adjusted to reflect the material changes to the plan.

The Long Term Financial Plan estimates are an integral part of the Shire’s Strategic Community Plan (SCP),
Corporate Business Plan (CBP), Asset Management Plan (AMP) and Workforce Plan. It indicates the Shire’s
long term sustainability, allows early indication of financial issues. Changes to the LTFP will be driven by
any changes in strategic direction reflected in the implementation of SCP.

Purpose of the Plan

The Shire of Kondinin’s Long Term Financial Plan (LTFP) details what the Council proposes to do over the
next ten years as a means of ensuring the Shire’s financial sustainability. It is aligned to other core
planning documents by which the Council is accountable to the community including the Strategic
Community Plan and Shire’s Corporate Business Plan. Information contained in the strategic plans
including the Asset Management Plan and Workforce Plan had informed the LTFP which will be the basis
for preparation of the Shire’s Annual Budgets.

The Long Term Financial Plan is a dynamic tool which analyses financial trends over a ten year period on
a range of assumptions and provides the Shire with information to assess resourcing requirements to
achieve its strategic objectives and assists the Shire to ensure its future financial sustainability.

The LTFP covers the period 2023/24 to 2032/33. There is high level of accuracy and detail in the first 3
years of the LTFP but this is underpinned by a number of assumptions. The remaining seven years of the
LTFP are shown as an overview with reasonable estimates only. The Shire undertakes a broad review of
its Strategic Community Plan every two years and a full review is planned every four years. This LTFP will
be reviewed in conjunction with Strategic Community Plan reviews. As Annual Budgets are developed
from the LTFP there may be some annual variations between both which will be explained in the Annual
Budget.
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Key Statistics

The following table provides a snapshot of the Shire of Kondinin at 2022/23:

Distance from Perth (km) 278
Area (sq km) 7,340
Length of Sealed Roads (km) 286
Length of Unsealed Roads (km) 1,189
Population 873
Number of Electors 568
Number of Dwellings 440
Total Rates Levied 3,448,040
Total Revenue 12,676,162
Number of Employees 34

Our Community

The Shire of Kondinin is located in the Wheatbelt South area of Western Australia and covers an area of
7,340 square kilometres. The Shire consists of three townsites namely; Kondinin, Karlgarin and Hyden.

The Shire of Kondinin includes 289 km of sealed roads and 1,183 km of unsealed roads. Predominantly a
farming area, the three towns have a population of 862 (ABS, 2021) and a total number of households
440. The towns’ key industries include cereal, sheep, cattle and feedlots, mining, manufacturing and
tourism.

The three towns promote a theme representing their area. Kondinin promotes “Heritage of Red Soil
Riches”, Karlgarin promotes “Small and Proud” and Hyden promotes “Bush Living at its Best”.

Our Services

The Shire of Kondinin provides an extensive range of services to the community which fall into the
following programs prescribed under the Local Government (Financial Management) Regulations 1996.
Estimates of expenditure and income have been calculated for each of these programs in this LTFP:

GOVERNANCE
Objective:
To provide a decision-making process for the allocation of scarce resources.

Activities:

Includes the activities of members of council and administrative support available to the council
for the provision of governance of the district. Other costs relate to the task of assisting elected
members and ratepayers on matters which do not concern specific council services.
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GENERAL PURPOSE FUNDING

Objective:

To collect revenue to allow the provision of services.

Activities:

Rates, general purpose government grants and interest revenue.

LAW, ORDER, PUBLIC SAFETY

Objective:

To provide services to help ensure safer and envircnmentally conscious community.

Activities:

Supervision and enforcement of various local laws relating to fire prevention, animal control and other
aspects of public safety including emergency services.

HEALTH

Objective:

To provide operational framework for environmental and community health.

Activities:

Inspection of food outlets and their control, provision of meat inspection services, noise control and waste
disposal compliance.

EDUCATION AND WELFARE

Objective:

To provide services to disadvantage persons, the elderly, children and youth.

Activities:

Maintenance of child-minding centre, playgroup centre, senior citizen centre and aged care centre.
Provision and maintenance of home and community care programs and youth services.

HOUSING

Objective:

To provide and maintain staff housing.

Activities:

Provision and maintenance of staff accommodation.

COMMUNITY AMENITIES
Objective:
To provide services required by the community.

Activities:

Rubbish collection services, operation of rubbish disposal sites, litter control, construction and
maintenance of urban storm water drains, protection of the environment and administration of town
planning schemes, cemetery and public conveniences.
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Activities:
Rubbish collection services, operation of rubbish disposal sites, litter control, construction and
maintenance of urban storm water drains, protection of the environment and administration of town

planning schemes, cemetery and public conveniences.

RECREATION AND CULTURE

Objective:

To establish and effectively manage infrastructure and resource that will help the social well being of the
community.

Activities:

Maintenance of public halls, civic centres, aquatic centres, recreation centres and various sporting
facilities. Provision and maintenance of parks, gardens and playgrounds. Operation of libraries and

cultural facilities.

TRANSPORT

Objective:

To provide safe, effective and efficient transport services to the community.

Activities:

Construction and maintenance of roads, streets, footpaths, depots, cycle ways, parking facilities and
traffic control. Cleaning of streets, maintenance of street trees and airstrips, street lighting, etc.

ECONOMIC SERVICES

Objective:

To help promote the shire and its well-being.

Activities:

Tourism and area promotion, building control, maintenance and operation of caravan park. Provision of
rural services including weed control, vermin control and standpipes. Licensing transactions under

contract with the Department of Transport.

OTHER PROPERTY & SERVICES

Objective:

To help promote the shire and its well being.

Activities:

Private works operation, repair and maintenance costs of the Shire’s plant and equipment used in the
maintenance and construction works and engineering operation costs.

Service Delivery

It is proposed that existing service levels will be maintained for all operational areas in the short term,
however, a key objective of the Corporate Business Plan which directly impacts future service delivery is
to improve existing service levels in the longer term whilst continuing to achieve annual operating
surpluses each year to fund the provision of infrastructure.
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Service levels will be reviewed from time to time when future reviews of the LTFP are undertaken and the
impact of rapid growth across the Shire can be monitored and assessed.

Asset Management

The Shire of Kondinin has developed a strategic approach to asset management and developed asset
management plans based on the total life cycle of assets. The Asset management Plan will assist the
Council in predicting infrastructure consumption asset renewal needs and identifies the cost required to
renew or preserve the asset (renewal gap). The renewal gap is being addressed in the LTFP and will be
the focus of future annual budgets.

Financial Strategies and Principles

Rate increases

The Shire raises additional revenue through rates to contribute toward higher costs for road maintenance
due to higher vehicle weights and volumes associated with mining industry. Levying rate increases at or
below CPI is unsustainable in the long term and in the LTFP the Council has determined a modest 3.5%
rate increase on average to maintain the service level demands. In addition, the rate base is estimated to
grow each year through until 2033 as new development occurs.

Budget surpluses

The Council is aiming to adopt a ‘balanced budget’ each year, however this does not include funds being
set aside into reserves for future requirements. Of a particular note is the commitment to increase the
plant replacement reserve to ensure that Council is positioned to replace its major mobile plant and motor
vehicles once they reached their estimated economic working life (EEWL) to provide for an ongoing roads
construction and maintenance demands.

Whilst the overall budget is focused on being ‘balanced’ it is the intention of Council to promote operating
surpluses of between 0% and 10%. If Council were to generate large surpluses this may indicate an inter-
generational inequity in its rating, pricing and service level decisions. Effectively, this would indicate that
ratepayers and service recipients have paid more than the costs associated with current service provision.

Prudent use of debt finance

The Shire has modest levels of debt and proposes to use debt funding in future for large non-recurrent
capital works projects that will deliver economic benefits to future generations. Current infrastructure
debts remaining include: Townsite Drainage loan incurred in 2018 — resolved the storm drainage issues in
both Kondinin and Hyden towns, Hyden Sewerage loan incurred in 2014 — a Shire contribution required

Long Term Financial Plan_v.3 Page | 7



Shire of Kondinin | Long Term Financial Plan | 2024 -2033

by Water Corporation for Hyden town, and Kondinin Swimming Pool Redevelopment loan incurred in
2013 —for the replacement of the old Swimming Pool in Kondinin.

Cash Reserves

Cash reserves are maintained by the Shire to manage the impact of future capital expenditures in any one
year. The principal capital purpose of cash reserves are:

e Plant Reserve - To fund future expenditure for major plant replacement.

e Housing Reserve - To be used for the construction of new housing.

e Employee Reserve - To be used to pay annual and long service leave liabilities.

e Tourism Reserve - To be used to ensure that the Wave Rock area is kept in good standard
e Water Infras Reserve - For the purchase of water pumps and installation of standpipes.

e Community Bus Reserve - To be used for the replacement of the community bus.

e Radio Reserve - To account for service charges raised.

e Landfill Reserve - To be used for the operational costs of Bendering Landfill site.

e SJA Capital Reserve - Contribution for sub-centres capital upgrade in Kondinin and Hyden.

e Medical Services Reserve - To be used for the operational costs of Kondinin Medical Centre

e Hyden Recr Centre Reserve - To be used for the construction of Hyden Recreation Centre Extension
e Hyden Visitor Centre Res - To fund for the construction of new Visitor Centre in Hyden.

e Office Equipment Reserve - To fund for the replacement of old office computers

Based on current LTFP, the Hyden Recreation Centre Extension can be constructed in two years with fund
sources coming from the Hyden Recreation Centre Reserve, One-third government grant/s, Shire
contribution and possible (assumed) use of Local Roads and Community Infrastructure Program (Phase 4)
grant. Simultaneously, the new Hyden Visitor Centre can be constructed in three years with fund sources
coming from Hyden Visitor Centre Reserve, One-third government grant/s and Shire contribution.

While reserve funds are required to be set aside for the two (2) major projects mentioned above, a trade-
off is also required for the use of Plant Reserve to replace the Shire’s old machines for the period of five
years and to postpone transfer of Municipal Fund to Housing Reserve for the period of eight years
specified on the LTFP.

The Landfill Management Plan and the recent external audit require that the Shire has to adjust its Landfill
Reserve provision — that is to provide for the phase 1 (cost estimate) rehabilitation of Bendering Landfill
Site. Hence, over the life of the LTFP, cash reserves are projected from $3,397,802 to $2,856,933.

The Council is also mindful of having a capital structure which is efficient and delivering the needs of the
organisation and community. Hence the level of reserves will be monitored on an ongoing basis to ensure
they are at effective levels.
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Workforce Planning Strategies

The Workforce Plan proposes that net staff levels will remain relatively stable in line with current service
provision levels. Staff numbers will increase over time to maintain service provision levels as new

developments and additional growth occurs.

Risk Management

The following are the risks associated with long term financial plan:

Certainty of revenue streams
o Inability of Council to recover rates
o Reliance of Council on external funding in both the delivery of special projects and the delivery
of annual programs. The risk of reduced government funding for roads has the potential to
impact Council significantly.
Accuracy of projected estimates of expenditure
o Projected estimates of expenditures are based on CPl used at the time of the LTFP
preparation. Any unanticipated increase in materials and contracts costs will have an adverse
effect on Shire’s finances.
Reliability of investment returns and borrowing costs
o Interest rates on investment and on borrowings are predicted to be relatively constant over
the life of LTFP. If adverse changes in rates occur this may impact on the Shire’s revenues and
future project costs. This risk is considered low.
Alignment
o Animportant premise of success for the Shire is to ensure there is a strong alignment between
the strategy of the Council and the organisational and financial structure. Whilst the current
alignment is relatively strong, there are perceived gaps in the areas of economic development
and environmental management.

Key Assumptions Underpinning the Long-Term Financial Plan

The estimates in the LTFP are based on a number of assumptions and Council strategies. The base point
for the modelling is the adopted 2022/23 budget and assumptions have been applied to the model. The

assumptions are:

Existing service levels will be maintained with a view to improvement in the long term.
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e Net staff levels will remain unchanged but will increase over time to meet the needs of service levels
and development.

e Staff costs will by 2.5% CP| per annum over the life of the LTFP.
e CPl will be approximately 2.5% per annum over the life of the LTFP.

e Annual rate increases of 3.5% per annum are planned for the life of the plan, ensuring that Councils
OWn source revenue remains strong.

e Interest rates for new borrowings will be in line with indicative prices issued by WATC September
2018, 3.68%.

e Interest rates for invested funds will be 2.5% over the life of the LTFP.

e Roads to Recovery funding for 2019/20 to 2023/24 will continue at the same level over the life of the
plan.

e Regional Road Group funding of $330,000 per annum will continue at the same level over the life of
the LTFP.

e Materials and contracts will increase by CPI.

e (Cash reserves will continue to be maintained to fund future commitments.

Financial Projections

The financial projections in the LTFP have been developed in a format that conforms to the Local
Government (Financial Management) Regulations 1996 and Accounting Australian Standards. This format
has been chosen as it allows projections to feed into the statutory format of the Annual Budget and
performance measures in the LTFP to be compared with Annual Budgets and Annual Financial Reports.
This Statutory schedules include:

Statement of Comprehensive Income — By Nature and Type
Statement of Financial Position (Balance Sheet) and Equity Statement
Statement of Cash Flows

Rate Setting Statement

0 @O 0 W

Statement of Comprehensive Income (By Nature & Type)

The statement of comprehensive income shows what is expected to happen during the year in terms of
revenue, expenses and other adjustments from all activities. The bottom line shows the net result from
operations.
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Statement of Financial Position (Balance Sheet)

The statement of financial position is a snap-shot of the expected financial position of the Shire at the end
of the year. It reports what is expected to be owned (assets) and what is expected to be owed (liabilities).
The bottom line “Net Assets” represents the net worth of the Shire. The assets and liabilities are
separated into current and non-current. Current means those assets or liabilities which will fall due in the
next 12 months. Non-current refers to assets and liabilities that are recoverable or which will fall due
over a longer period than 12 months.

Equity Statement

The equity statement is another way of looking at the net worth of the Shire. It analyses the various
changes that have occurred or are occurring to the equity position over the term of the LTFP.

Statement of Financial Cash Flows

The statement of cash flows shows what is expected to happen during the year in terms of cash. The net
cash provided by operating activities shows how much cash is expected to remain after paying for the
services provide to the community. This can be used to fund other activities such as capital works and
infrastructure. The information in this statement assists in the assessment of the ability to generate cash
flows and meet financial commitments as they fall due, including debt repayments.

Rate Setting Statement

The format of the rate setting statement varies from the format of the statement prepared in Annual
Budgets. In Annual Budgets, the bottom line of the statement is the amount to be made up from rates.
In the LTFP, rates assessed in accordance with relevant assumptions has been shown as a revenue stream
with all other sources as revenue, so that if a surplus results, this can be used to fund other services.
However, where a shortfall results, this indicates that the Shire is unable to fund the services, increase
debt or increase rates even further to cover the cost of planned service provision. In the LTFP the Rate
Setting Statement shows the accumulated surplus/(deficit) carried forward at the end of each year.

The statements are supported by schedules of:
o capital works
o capital reserves
o loan borrowings and repayments
o depreciation calculations
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Implementation and Review of the LTFP

The council will consider the content of the LTFP when preparing the Annual Budget for 2023/24 and
subsequent years and it is expected that the adopted budgets will closely be alighed with the proposals
in the LTFP and assumptions underpinning this.

Some minor review of the LTFP will occur each year as budgets are prepared to account for performance
information and changing circumstances. However, a detailed desktop review is planned for 2026 and a
full review will be undertaken in 2028 in conjunction with formal reviews of the Strategic Plan.

The council is confident that the LTFP will allow the Shire to set priorities within its resourcing capabilities
to sustainably deliver the assets and services required by the community.
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