En
<
| |l“|~i.'
i == " i
HEy = arl
|

Financial Plan
2021-22 to 2030-31







TABLE OF CONTENTS

1. Legislative Requirements 4
2. Financial Plan Context 8
3. Financial Plan Statements 12

. Financial Performance Indicators 32
5. Strategies and Plans 36

4 8 0 |
f -




REQUIREMENTS

This section describes how the Financial Plan links to the achievement of the Community Vision and the Council Plan
within the Integrated Strategic Planning & Reporting framework. This framework guides Ararat Rural City Council in
identifying community needs and aspirations over the long term (Community Vision), medium term (Council Plan) and
short term (Annual Budget) and then holding itself accountable (Annual Report).

The following diagram provides an overview of the core legislated elements of an integrated strategic planning and

reporting framework and outcomes.

Overview

A community vision reflects a consensus view
of the future community wants and needs,
and the high level actions required to achieve
desired outcomes.

Vision statements reflect shared values and
aspirations and create active tension between
the current and desired future state.

A Financial Plan is used by Council, community
and the organisation to ensure the long term
viability and sustainability of the Council. It
supports the achievement of the Community
Vision and establishes investment and
spending thresholds.

The Asset Plan ensures effective management
and the stewardships of community assets.

Council Plan outlines the agenda for a new
Council and supports the achievement of the
community Vision through strategic objectives
and strategies.

Revenue and Rating Plan outlines a medium-
term view of how Council will raise revenue to
support activities and achievement of Council
Plan strategies and objectives.

Council will develop and adopt a budget each
year that describes in more detail the way in
which revenue will be raised and expenditure
directed.

The budget must include 3-year financial
projections as well as description of services,
major initiatives and performance measures.

The CEO must prepare and maintain a 4-year
Workforce Plan.

The Council is accountable for it's performance
through the Annual Report, Local Government
Performance Reporting Framework and the
mandatory quarterly financial reports that are
presented to Council.

Many Councils develop and maintain
additional mechanisms to ensure public
accountability, these include: quarterly
reporting on achievement of capital works and
Council Plan initiatives, routine reporting on
project, program and policy initiatives.

Outlook

10-years +

4-years +

3-years +

Community
Vision
> 10-year aspiration
for community

Financial Plan

10-year Financial
framework to support
achievement of
Community Vision
and Council Plan

Council Plan

4-year plan to support
achievement of
Community Vision
Strategic objectives,
major initiatives,
strategies and
indicators

Annual Budget

1 + 3-year budget
supporting Council
Plan delivery,
includes description
of services, major
initiatives and
performance
measures

Annual Report

Report on
operations including
implementation of
Council Plan and
major initiatives
Service performance
indicators

Financial performance
statement

Elements

Asset Plan

10-year asset
management
framework to support
achievement of
Community Vision
and Council Plan

Revenue and
Rating Plan

4-year plan to support
achievement of
Community Vision
and Council Plan

Workforce Plan

4-year plan reflecting
organisational
structure and staffing
requirements to
support delivery of
Council Plan [s.46(4)]

LGPRF

Local Government
Performance
Reporting Framework

Outcomes

There is a consensus view of the desired future (10+ years) for
the community and the potential pathway to achieve this.

Intended directions, pathways and investments have
legitimacy.
Council's jurisdiction and targets for advocacy are understood.

There is an understanding of community, civil society and
broader partnerships required to achieve the Vision.

Improved understanding of Council's capability to achieve it's
vision.

Clear view of the fiscal capacity and constraints of Council.
Financial risk and potential areas of volatility are managed.

Council Plan, strategies, programs and projects and be
resourced.

Council is a trusted and responsible steward and community
assets meet future community needs.

Council owns the Council Plan and the community is clear on
it's strategic direction.

There is clarity on how strategic objectives will be achieved
and consistency with available resources.

There is alignment with and progress towards the Community
Vision.
It is clear how Council will collect revenue to support activities.

Strategies and initiatives to achieve Council Plan are clearly
articulated, mapped and resourced.

Programs and initiatives have quality and cost standards.

Resourced (including people) required to deliver on
commitments are understood.

The community has had an opportunity for deliberative
engagement.

Transparent monitoring of financial, service and program
performance.

Improved accountability to Council and community for
achievement of objectives.

Improvement opportunities captured and incorporated
into planning.



The following figure demonstrates how each element might inform or be informed by other parts of the
integrated framework.

10+ Years

Vision, Strategy
& Policy

Community Vision 2=

Resource Allocation
& Mangement

4+ Years

143 years

Performance Monitoring
& Accountability

MPHWP Reporting on
MSS Community Vision
— —>
Other stategic Council Plan
plans Reporting

Y

Quarterly Finance &
Project Reporting
Workforce Plan
——— Financial Audit
Revenue &

Rating Plan
Annual Report

Y

Policy & Strategy Review

Cyclic &
Ongoing Processes

Business / Service Planning Review & Continous Improvement

LGPRF

Long-term Financial Modelling & Asset Planning

The Financial Plan provides a 10 year financially

sustainable projection regarding how the actions of the
Council Plan may be funded to achieve the Community
Vision. The Financial Plan is developed in the context of

the following strategic planning principles:

a)

b)

Council has an integrated approach to planning,
monitoring and performance reporting.

Council’s Financial Plan addresses the Community
Vision by funding the aspirations of the Council
Plan. The Council Plan aspirations and actions are

formulated in the context of the Community Vision.

The Financial Plan statements articulate the 10-year
financial resources necessary to implement the
goals and aspirations of the Council Plan to achieve
the Community Vision.

Council’s strategic planning principles identify and
address the risks to effective implementation of the
Financial Plan. The financial risks are included at
section 1.2.2 below.

e) The Financial Plan provides for the strategic

planning principles of monitoring of progress
and reviews to identify and adapt to changing
circumstances.



The Financial Plan demonstrates the following financial
management principles:

1.2.1 Revenue, expenses, assets, liabilities, investments
and financial transactions are managed in accordance
with Council’s financial policies and strategic plans.

1.2.2 Management of the following financial risks:

a) the financial viability of the Council
(refer to section 2.1 Financial Policy Statements).

b) the management of current and future liabilities
of the Council. The estimated 10 year liabilities are
disclosed in section 3.2 Balance Sheet projections.

c) the beneficial enterprises of Council
(where appropriate).

Council has adopted a comprehensive community
engagement policy in February 2021. Council has
implemented the following consultation process to
ensure due consideration and feedback is received from
relevant stakeholders.

a) Draft Financial Plan prepared by management;

b) Community engagement around the Financial Plan
2021- 2031 is conducted using the Engage Ararat
online portal

Council services are designed to be purposeful,
targeted to community needs and value for money. The
service performance principles are listed below:

a) Services are provided in an equitable manner
and are responsive to the diverse needs of the
community. The Council Plan is designed to identify
the key services and projects to be delivered
to the community. The Financial Plan provides
the mechanism to demonstrate how the service
aspirations within the Council Plan may be funded.

b) Services are accessible to the relevant users within
the community.

1.2.3 Financial policies and strategic plans are designed
to provide financial stability and predictability to the
community.

1.2.4 Council maintains accounts and records that
explain its financial operations and financial position
(refer section 3 Financial Statements)

c) Draft Financial Plan, including any revisions,
presented to 26 October 2021 Council meeting
for adoption.

There will be annual reviews of the Financial plan
2021-2031, which will take account Council strategy, the
impacts of funding and economic circumstances. These
reviews will actively involve key stakeholders and be
open for community engagement.

c) Council provides quality services that provide value
for money to the community. The Local Government
Performance Reporting Framework (LGPRF) is
designed to communicate council’s performance
regarding the provision of quality and efficient
services.

d) Council has a performance monitoring framework to
continuously improve its service delivery standards.

e) Council has a service delivery framework that
considers and responds to community feedback and
complaints regards service provision.



Integration to the Asset Plan is a key principle of the
Council’s strategic financial planning principles. The
purpose of this integration is designed to ensure that
future funding is allocated in a manner that supports
service delivery in terms of the plans and the effective
management of Council’s assets into the future.

The Asset Plan identifies the operational and strategic
practices which will ensure that Council manages assets
across their life cycle in a financially sustainable manner.
The Asset Plan, and associated asset management
policies, provide council with a sound base to
understand the risk associated with managing its assets
for the community’s benefit.

The Asset Plan is designed to inform the 10-year
Financial Plan by identifying the amount of capital
renewal, backlog and maintenance funding that is
required over the life of each asset category.

The level of funding will incorporate knowledge of asset
condition, the risk assessment issues as well as the
impact of reviewing and setting intervention and service
levels for each asset class.

In addition to identifying the operational and strategic
practices that ensure that Council manages assets
across their life cycle in a financially sustainable manner,
the Asset Plan quantifies the asset portfolio and the
financial implications of those practices. Together the
Financial Plan and Asset Plan seek to balance projected
investment requirements against projected budgets.



2. FINANCIAL PLAN CONTEXT

This section describes the context and external / internal environment and consideration in determining the 10-year
financial projections and assumptions.
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2.2 STRATEGIC ACTIONS

Following a series of community engagement activities, * Investing in pragmatic approaches to environmental
Council has identified the following strategic actions management and investment in local approaches to
that will support the aspirations of the Council Plan. engaging in a circular economy

The strategic actions are included in the 10-year

financial plan and, where appropriate, referenced * Maintaining and developing community,

in the commentary associated with the 10-year recreational and sporting facilities

Comprehensive Income Statement and the 10-year

Statement of Capital Works. The following are key * Developing key industry and research partnerships
strategic actions derived from the Community Vision to deliver cost effective, innovative approaches
2021-2031 and the Council Plan 2021-2025: to health and wellbeing, economic growth and

housing development
* Maintaining investment in renewal capital works to

ensure an effective local roads network that meets e Demonstrating that small rural councils, like Ararat

the economic and social needs of the municipal Rural Coty Council, can maintain assets, deliver

community effective community services and remain financially
viable

¢ Ensuring ongoing organisational efficiencies are
returned as a dividend to ratepayers through
responsible rating

2.3 ASSUMPTIONS TO THE FINANCIAL PLAN STATEMENTS

This section presents information in regard to The assumptions comprise the annual escalations /
the assumptions to the Comprehensive Income movement for each line item of the Comprehensive
Statement for the 10 years from 2021/22 to 2030/31. Income Statement.

Escalation Factors  2021/22  2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30  2030/31

% movement

CPI 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 2.0% 2.0% 2.0% 2.0%
Rates and charges -1.5% 0.0% 0.5% 1.0% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Statutory fees 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
and fines

User fees 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Grants - Operating 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0% 1.0%
Other income 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Employee costs 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Materials and 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
services

Depreciation & 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%

Amortisation
Other expenses 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
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3. FINANCIAL PLAN
STATEMENTS

This section presents information in regard to the Financial Plan Statements for the 10 years from 2021/22 to 2030/31.

Comprehensive Income Statement Statement of Capital Works
Balance Sheet Statement of Human Resources
Statement of Cash Flows Statement of Changes in Equity

12
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3.3 STATEMENT OF CHANGES IN EQUITY

For the ten years ended 30 June 2031

Accumulated

Surplus
$'000

2021 Forecast Actual

Balance at beginning of the financial year 239,515 75,974
Surplus/(deficit) for the year 6,068 6,068
Net asset revaluation increment/(decrement) 10,908 -
Transfers to other reserves - (15,111)
Transfers from other reserves - 9,960
Balance at end of the financial year 256,491 76,891
2022

Balance at beginning of the financial year 256,491 76,891
Surplus/(deficit) for the year 5,037 5,037
Net asset revaluation increment/(decrement) - -
Transfers to other reserves - (537)
Transfers from other reserves - 17,480
Balance at end of the financial year 261,528 98,871
2023

Balance at beginning of the financial year 261,528 98,871
Surplus/(deficit) for the year 1,127 1,127

Net asset revaluation increment/(decrement) - -
Transfers to other reserves - (100)

Transfers from other reserves - R

Balance at end of the financial year 262,655 99,898
2024

Balance at beginning of the financial year 262,655 99,898
Surplus/(deficit) for the year 1,288 1,288

Net asset revaluation increment/(decrement) - -
Transfers to other reserves - (100)

Transfers from other reserves - R

Balance at end of the financial year 263,943 101,086
2025

Balance at beginning of the financial year 263,943 101,086
Surplus/(deficit) for the year 2,261 2,261

Net asset revaluation increment/(decrement) - -
Transfers to other reserves - (100)
Transfers from other reserves - -

Balance at end of the financial year 266,204 103,247

Revaluation
Reserve
$'000

145,018

10,908

155,926

155,926

155,926

155,926

155,926

155,926

155,926

155,926

155,926

Other
Reserves
$'000

18,523

15,111
(9,960)
23,674

23,674

537
(17,480)
6,731

6,731

100

6,831

6,831

100

6,931

6,931

100

7,031



Accumulated Revaluation Other

Surplus Reserve Reserves
$'000 $'000 $'000

2026
Balance at beginning of the financial year 266,204 103,247 155,926 7,031
Surplus/(deficit) for the year 2,402 2,402 - -

Net asset revaluation increment/(decrement) - - - R
Transfers to other reserves - (100) - 100

Transfers from other reserves - - R _

Balance at end of the financial year 268,606 105,549 155,926 7,131
2027

Balance at beginning of the financial year 268,606 105,549 155,926 7,131
Surplus/(deficit) for the year 2,592 2,592 - -

Net asset revaluation increment/(decrement) - - - R
Transfers to other reserves - (100) - 100

Transfers from other reserves - - R _

Balance at end of the financial year 271,198

2028

Balance at beginning of the financial year 271,198 108,041 155,926 7,231
Surplus/(deficit) for the year 2,769 2,769 - -

Net asset revaluation increment/(decrement) - - - R

Transfers to other reserves - (100) - 100

Transfers from other reserves - - R _

Balance at end of the financial year 273,967 110,710 155,926

2029

Balance at beginning of the financial year 273,967 110,710 155,926 7,331
Surplus/(deficit) for the year 2,949 2,949 - -

Net asset revaluation increment/(decrement) - - - R

Transfers to other reserves - (100) - 100

Transfers from other reserves - - R _

Balance at end of the financial year 276,916 113,559 155,926

2030

Balance at beginning of the financial year 276,916 113,559 155,926 7,431
Surplus/(deficit) for the year 3,130 3,130 - -

Net asset revaluation increment/(decrement) - - - R
Transfers to other reserves - (100) - 100

Transfers from other reserves - - R _

Balance at end of the financial year 280,046 116,589 155,926 7,531
2031

Balance at beginning of the financial year 280,046 116,589 155,926 7,531
Surplus/(deficit) for the year 3,314 3,314 - -

Net asset revaluation increment/(decrement) - - - R
Transfers to other reserves - (100) - 100
Transfers from other reserves - - - _
Balance at end of the financial year 283,360 119,803 155,926 7,631
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-

PERFORMANCE
INDICATORS

The following table highlights Council’s projected
performance across a range of key financial
performance indicators. These indicators provide
an analysis of Council’s 10 year financial projections

and should be interpreted in the context of the
organisation’s objectives and financial management
principles.
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Key to Forecast Trend:

+ Forecasts improvement in Council’s financial
performance/financial position indicator

o Forecasts that Council’s financial performance/
financial position indicator will be steady

- Forecasts deterioration in Council’s financial
performance/financial position indicator

Notes to indicators

1. Adjusted underlying result
An indicator of the sustainable operating result
required to enable Council to continue to provide
core services and meet its objectives. The adjusted
underlying result calculation includes recurrent
capital funding such as Roads to Recovery funding.

2. Working Capital
The proportion of current liabilities represented
by current assets. Working capital is forecast to
steadily increase in future years with the $2.000
million interest only loan due to be repaid during
2021/22

3. Unrestricted Cash
Council’s cash and cash equivalents are subject to
external restrictions that limit amounts available
for discretionary use, which includes trust funds
and deposits, and funds held in statutory reserves.
This indicator measures the proportion of current
liabilities represented by unrestricted cash.

Debt compared to rates

Trend reflects the $1.000 million loan taken up in
2018/19 to complete the Ararat Performing Arts
Centre and the $2.000 million interest only loan
using the Local Government Funding Vehicle to
fund the Alexandra Oval Community Centre which
is due to be repaid in 2021/22.

Asset renewal

This percentage indicates the extent of Council’s
renewal and upgrade of assets against its
depreciation charge (an indication of the decline

in value of its existing capital assets). A percentage
greater than 100 indicates Council is maintaining
its existing assets, while a percentage less than 100
means its assets are deteriorating faster than they
are being renewed and upgraded and future capital
expenditure will be required to renew and upgrade
assets.

Rates concentration

Reflects extent of reliance on rate revenues to fund
all of Council’s on-going services. This indicator
confirms Council relies heavily on rates as a source
of income. The trend indicates Council will continue
to be reliant on rate revenue compared to all other
revenue sources.
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5. STRATEGIES AND PLANS

This section describes the strategies and plans that support the 10 year financial projections included to the
Financial Plan.

5.1 BORROWING STRATEGY

5.1.1 CURRENT DEBT POSITION

The total amount borrowed as at 30 June 2021 is $2.735 million.
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