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1. INTRODUCTION

The purpose of this Long Term Financial Plan (“LTFP”) is to express, in financial terms, the activities
that the District Council of Franklin Harbour (“Council”) proposes to undertake over the medium to
longer term to achieve its stated objectives as outlined in its Strategic Management Plan.

It is a guide for future action based on the longer-term impact of revenue and expenditure proposals.
The aggregation of future intended outlays and anticipated revenues enables the accumulating
overall financial implications to be readily identified and if warranted, for proposed future activities
to be revised.

Long-term financial plans are particularly important for local governments as they are responsible
for managing a high level of long-lived assets relative to their income base. A council may have
long-periods with modest levels of asset renewal requirements and then other periods when very
significant outlays are necessary. All councils need to generate revenue in an equitable manner
over time and ensure they have capacity to finance peaks in asset management and other outlays
when, and including by way of borrowings where, necessary.

The preparation of a LTFP generates improved information to guide decisions about the mix and
timing of outlays on operating activities and additional assets and the funding implications of these.
Without a soundly based LTFP, an organisation with significant asset management responsibilities
is unlikely to have sufficient data to determine sustainable service levels and affordable asset
stockholding strategies, appropriate revenue targets or optimal treasury management.

2. RELEVANT LEGISLATION
Local Government (Financial Management) Regulations 2011
5—L ong-term financial plans

(1) A long-term financial plan developed and adopted for the purposes of section 122(1a)(a) of
the Act must include—

(b) asummary of proposed operating and capital investment activities presented in a
manner consistent with the note in the Model Financial Statements entitled Uniform
Presentation of Finances; and

(c) estimates and target ranges adopted by the council for each year of the long-term
financial plan with respect to an operating surplus ratio, a net financial liabilities ratio
and an asset sustainability ratio presented in a manner consistent with the note in the
Model Financial Statements entitled Financial Indicators.

(2) A long-term financial plan must be accompanied by a statement which sets out—
(a) the purpose of the long-term financial plan; and
(b) the basis on which it has been prepared; and

(c) the key conclusions which may be drawn from the estimates, proposals and other
information in the plan.

(3) A statement under sub-regulation (2) must be expressed in plain English and must avoid
unnecessary technicality and excessive detail.

The information that follows satisfies the above regulations.
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3. FINANCIAL STRATEGY

The LTFP is based on Councils current operating service levels as well as projected capital renewal
expenditure obtained from Councils Asset Management Plan.

o Rates revenue to increase by 2% above cpi for the years 30 June 2027 & 2028. Some of this
is in the form of growth with the remainder a real increase in rate revenue. This will be reviewed
annually as part of the Annual Business Planning Process, should these increases no longer
be required then the increase will not occur.

o Community Wastewater Management Schemes (“CWMS”) charges are set at an appropriate
level to ensure whole of life costs are recovered. The long term financial plan has been
prepared on the understanding that the service charge will be increased by 2% per annum for
the years ending 30 June 2027 and 30 June 2028, this will ensure whole of life costs of the
system will be recovered from the service charge

° Waste management user charges are set at an appropriate level to ensure the full cost of
providing these services is recovered from those who benefit from the service.

o Council will continue to review service delivery to the community to identify any further
opportunities to reduce operating costs due to increased operating efficiency. This will be an
ongoing objective for management to ensure the maximum benefit to the community per dollar
of rates.

o Council will not undertake any further construction of upgraded or new assets over the next
10 years unless additional revenue is identified that will fund such upgrades. By committing
to this strategy, Council will be able to allocate resources to replacing existing assets in a
timely manner as well as minimising any increases in operating costs associated with
additional assets. Should an upgrade program be agreed to, then a complete re-work of the
LTFP will be undertaken to confirm Council will remain in a financially sustainable position
after the completion of these works.

o Grant revenue will be targeted in a strategic manner. This means that grant revenue to build
new assets would only be pursued and accepted if the new assets were deemed to have
strategic significance, particularly, if additional funding was to be contributed by Council.
Where an operating grant is sought and additional Council funds are required to be
contributed, then careful consideration will be given to long-run benefits and costs. This will
ensure activities that may better fit Council’s strategic objectives are not being delayed in lieu
of the activity being funded by the grant.

o The LTFP will be revised as part of the Annual Business Planning process each year.
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4,

KEY ASSUMPTIONS

The following assumptions have been built into the forecast calculations:

The content of the LTFP is based on real (2025-26) dollar values for all future years to facilitate
comparisons between years.

Forecast debt and cash reserves in future years have been discounted by 2.8% for 2026-27,
2.6% for 2027-28, then 2.5% for 2028-29 and each year following after that in recognition of
the fact that inflation reduces the real value of financial assets and liabilities.

Investment revenue has also been calculated on the assumed rate of 2.8% for 2026-27, 2.6%
for 2027-28, then 2.5% for 2028-29 and each year following in the ten year plan.

Capital and maintenance expenditure on road renewal and plant and equipment matches
expenditure requirements from the 10 year renewal programs.

Capital expenditure renewal levels have been set to ensure assets are renewed in a timely
manner that is consistent with Councils Asset Management Plan.

Wages have been assumed to increase in line with CPI.

A zero growth or small increase in population is assumed.
Maintenance costs are maintained at current levels.

Service range and standards are maintained at current levels.

A pool of funds approach to financing has been assumed. Accordingly, any accumulations of
cash have been offset against any debt that may exist.

Borrowing costs have been calculated at 4.8% p.a. for the year ending 30 June 2027, 4.6%
for the year ending 30 June 2028 and 4.5% for the year ending 30 June 2029 and each year
following on variable loans where relevant.

Commonwealth Financial Assistance Grant (FAGs) revenue has been evened out such that
the plan reflects a stable four payments across each year.

Commonwealth Roads to Recovery funding is maintained at normal levels from the year
ending 30 June 2026 onwards.

Commonwealth Financial Assistance Grant (“FAGs”) revenue is not expected to vary over the
planning period. Timing of receipt of FAGs revenue has been assumed to be quarterly four
times each year.
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5. LONG TERM FINANCIAL SUSTAINABILITY — KEY FINANCIAL INDICATORS
Indicator 1 — Notional Operating Surplus Ratio (“OSR”)

The operating surplus ratio expresses the operating surplus (deficit) as a percentage of operating
income.

Calculated as: (operating revenue minus operating expense) divided by operating revenue.

The OSR is used to confirm that Council can cover its operating expenditure and depreciation
charge from its operating revenue. A negative result indicates that Council is not doing so.
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Throughout the life of the plan, Council aims to achieve an operating result of within the range of
0% to 10% of operating revenue.

The above information forecasts that Council will be operating in a surplus position throughout the
life of the plan. The financial strategy ensures that Council remains in a position where there is a
reasonable buffer to hedge against unexpected increases to operating expenditure or alternatively
unexpected reductions in non-rate revenue.

The forecast surplus funds are a significant contribution to the reduction in the forecast net
financial liabilities as demonstrated in the section that follows.

The decline in the financial years ending 30 June 2033 and 30 June 2034 is due to the initial
CWMS capital charge levied on ratepayers being fully repaid. This revenue is specifically applied
to debt taken out by Council at the time of constructing the Cowell CWMS.
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Indicator 2 - Net Financial Liabilities Ratio (NFLR)

Net financial liabilities are a comprehensive measure of the indebtedness of the Council as they
include items such as employee long-service leave entitlements and other amounts payable as well
as taking account Council’s level of available cash and investments. Specifically, Net Financial
Liabilities equals total liabilities minus financial assets, where financial assets for this purpose
includes cash, cash equivalents, trade and other receivables, and other financial assets, but
excludes equity held in Council businesses, inventories and land held for resale.
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The following table of data is illustrated by the black line in the above graph:

Year Ending 30 June: " 2025 " 2026 " 2027 " 2028 " 2029 " 2030 " 2031 " 2032 " 2033 " 2032 " 2035

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000

Net Financial Liabilities Ratio

Net Financial Liabilities 5,959 8,611 8,363 7,785 7,084 6,489 5,609 4,827 4,061 3,455 2,848
Total Operating revenue 6,632 5,554 5,756 5,966 6,129 6,276 6,426 6,580 6,560 6,633 6,795
90% 1535% 145% 130% 116% 103% 87% 73% 62% 32% 42%

The typical target range for the local government sector is from 0% to 100% unless there are
borrowings that relate to income producing assets such as the Cowell CWMS. Accordingly, Council
has staggered the ceiling debt for the first few years of the plan until the sector ceiling is reached.

The analysis that follows shows that the underlying/ adjusted ratio is between 0% and 100% for the
life of this plan.

The following abnormal components of the NFLR need to be considered:

o The level of debt included in NFL that specifically relates to the construction of the Cowell
CWMS in 2016-17. This has a dedicated revenue stream that is repaying this component of
NFL.
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o A notional provision of $2M is carried in the liabilities section of Councils balance sheet
included in relation to deposits held on 17 licenses to occupy issued to various parties residing
in the Cowell Cottages complex. The provision is carried to reflect the unlikely event where
every resident leaves the complex at the same time and Council were required to repay all of
the deposits at once. In reality this would never happen. Further to this there is an
unrecognised financial asset being the actual license which would be available for resale

should a resident leave.

o Finally, the current written down value of the land and buildings included in the non-current
assets section of the balance sheet is $2.5M. In reality should this property ever need to be
sold the market value would likely be well in excess of this amount.

The following analysis will demonstrate that the forecast level of NFL is manageable and that the
financial strategy outlined in section 3 of this plan is consistently reducing NFL over time.

Breakdown of NFL as of 30 June 2026:

Net Financial Liabilities

Farr St development borrowing
CWMS related borrowing
Cowell Cottages Notional Provision

Other Provisions & Liabilities

Other Borrowings (balancing item)

Adjusted NFLR (Other Borrowings / Operating Revenue)

$8.6M, represented by:
$0.5M
$1.9M
$2.3M
$1.0M

$2.9M
52%
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Indicator 3 - Asset Renewal Funding Ratio (“ARFR”)

The ARFR indicates the extent to which existing non-financial assets are being renewed and
replaced, compared with what is needed to cost-effectively maintain service levels. It is calculated
by measuring capital expenditure on renewal or replacement of assets, relative to the optimal level
of such expenditure determined by Councils asset management data.

If capital expenditure on renewing or replacing existing assets is at least equal to the level proposed
by Councils asset data, then a Council is ensuring optimal timing of replacement of physical assets
to maintain service levels. Any material underspending on renewal and replacement over the
medium term is likely to adversely impact on the achievement of preferred, affordable service levels
and could potentially progressively undermine a Council’s financial sustainability.

It is important to understand the difference between new/upgraded assets and renewal/
replacement assets. Only expenditure on renewal/replacement is included in the calculation of the
asset renewal funding ratio. Refer further below for a full definition of new/upgraded assets and
renewal/replacement assets.
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The above graph demonstrates that Council is intending to fund capital renewals set out in the
tables that follow as identified in Councils’ 2026-35 Asset Renewal Programs that are outlined in
the following table.

2026 " 2027 " 2028 " 2029 " 2030 " 2031 7 2032 7 2033 " 2038 " 2035

Year 1 Year 2 Year 3 Year 4 Year5s Year 6 Year 7 Year 8 Year 9 Year 10

5,000 5,000 §,000 5,000 5,000 5,000 5,000 §,000 5,000 5,000
Buildings & Structures 400 60 60 60 60 60 60 60 60 60
Infrastructure - Unsealed Roads 307 408 401 444 536 405 499 413 408 439
Infrastructure - Sealed Roads 132 218 109 73 78 119 99 93 116 113
Plant & Equipment 370 632 578 480 549 402 489 432 548 515
Furniture & Fittings o 10 10 10 10 10 10 10 10 10
CWMS 20 144 129 129 98 110 110 938 110 116
Other Infrastructure 50 33 38 33 33 58 33 33 33 33
Total 4 1,275 1,506 1,326 1,240 1,365 1,165 1301 1,140 1,284 1,286
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6 Chief executive officer report on the sustainability of the Council's Long Term
Financial performance and position

The analysis undertaken above demonstrates that Council intends to implement a financial
strategy that will ensure Council operates within the target ranges set for the three Key Financial
Indicators. Accordingly it can be concluded that Council intends to be operating in a financially
sustainable manner in the short, medium & long term.

Council has committed to ensuring the Long Term Financial Plan is continually updated when
necessary to ensure that it will always have appropriate strategies in place to ensure it is operating
in a financially sustainable manner.

Year 1 of the plan is based on and is consistent with the 2025-26 Annual Budget which is
sufficient to fund the goals, objectives and activities as set out in Councils 2025-26 Annual
Business Plan (ABP). The asset renewal allocations are consistent with Council asset
management plan and the capital expenditure budget included in the 2025-26 Annual Budget. The
2025-26 ABP & 2026-35 LTFP are consistent with the strategic goals and principal activities of
Council’s suite of Strategic Management Plans.
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7. STATEMENT OF UNIFORM PRESENTATION OF FINANCES

The Statement of Uniform Presentation of Finances together with the results of the Key Financial
Indicators provides a summarised report that focuses on Council’s finances at a strategic level.

Readers are strongly encouraged to take the time to comprehend how this report is structured and
what the implications of the various lines of this report are for the Key Financial Indicator
calculations.

The Statement of Uniform Presentation of Finances highlights the operating surplus / (deficit)
measure which is considered the most critical indicator of a Council's financial performance.

The last line or rather the result of this report is the movement in Net Financial Liabilities (net
lending / borrowing) for the year based on Council’s planned capital and operating budgets for that
year.

Achieving a zero result on the net lending / (borrowing) measure in any one year essentially
means that the Council has met all of its expenditure (both operating and capital) from the current
year's income (with income including amounts received specifically for new / upgraded assets).

New / Upgraded vs Renewal / Replacement of Assets

A clear understanding of the difference between expenditure incurred to renew or replace existing
assets and expenditure incurred to create new or upgraded assets is essential in order to
understand the strategic relevance of the Statement of Uniform Presentation of Finances.

A new asset is additional to Council’s previous asset complement.

For example, roads constructed as part of a Council owned subdivision are new assets. Similarly,
laying footpaths in areas where they did not previously exist are also new assets.

An upgraded asset replaces a previously existing asset with enhanced capability or functionality.

Renewal or replacement of an asset occurs where a previously existing asset is replaced without
enhancement of the service capability except where this is incidental and unavoidable.

It is possible for capital expenditure to be a combination of renewal as well as upgrade. This is
particularly prevalent in this Council region due to the increased volume of B-double traffic
experienced in recent times. This has required existing roads to be rebuilt to higher standards.

For example, the replacement of a road that was initially a 6 metre wide sheeted surface with an 8
metre width sheeted surface can be considered part replacement and part upgrade.

The important point to understand is that if Council is not able to replace its existing assets in a
timely manner, then new assets should not be built unless essential. By building new assets
Council is effectively building new liabilities as the assets usually do not generate revenue (e.g.
roads), cannot be sold and will need to be maintained and eventually replaced.
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Uniform Presentation of Finances

Operating Revenues
less Operating Expenses

Operating Surplus/(Deficit) before Capital
Amounts

LESS: Net Outlays on Existing Assets

Capital Expenditure on Renewal or Replacement of
Existing Assets

less Depreciation, Amortisation & Impairment
less Proceeds from Sale of Replaced Assets

Net Outlays on Existing Assets

LESS: Net Outlays on New or Upgraded Assets
Capital Expenditure on New/Upgraded Assets

less Amounts Specifically for New/Upgraded Assets
less Proceeds from Sale of Surplus Assets

Net Outlays on New or Upgraded Assets

EQUALS: Net Lending / (Borrowing) for Financial
Year

2025

Year 0
Actual

$'000
6,632
5,506

1,126

803

(1,849)
0
(1,046)

935
(856)

79

2,093

2026

Year 1
Budget

$'000
5,554
5,431

123

1,279

(1,598)
(98)
(417)

4,112
(2,795)

1,317

(777)

2027

Year 2
Plan

$'000
5,756
5,801

(44)

1,548

(1,749)
(164)
(365)

o O O o

321

2028

Year 3
Plan

$'000
5,966
5,937

29

1,398

(1,794)
(221)
(618)

o O o o

647

2029

Year 4
Plan

$'000
6,129
6,044

85

1,340

(1,839)
(185)
(684)

o O O o

769

2030

Year 5
Plan

$'000
6,276
6,155

121

1,513

(1,885)
(172)
(544)

o O O o

665

2031

Year 6
Plan

$'000
6,426
6,274

152

1,323

(1,932)
(191)
(800)

o O O o

952

2032

Year 7
Plan

$'000
6,580
6,384

196

1,514

(1,981)
(193)
(660)

o O O o

856

2033

Year 8
Plan

$'000
6,560
6,502

58

1,361

(2,031)
(113)
(783)

o O O o

841

2034

Year 9
Plan

$'000
6,633
6,625

1,570

(2,081)
(165)
(676)

o O O o

684

2035

Year 10
Plan

$'000
6,799
6,759

40

1,613

(2,134)
(125)
(646)

o O O o

686
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Conclusion

The ‘Net Lending / (Borrowings) for the Financial Year’, represents the movement in
Councils’ net financial liabilities from one year to the next.

If the result for any given year is in brackets, then this identifies the amount of cash that
is required to fund the capital and operating expenditure budgets after considering all
available cash inflows for the year. Such a result would lead to an increase in
borrowings.

Alternatively, any amounts that are not in brackets identify the amount of money that is
surplus to Councils needs for the year as the forecast cash inflows would be greater than
the forecast operating and capital expenditure requirements. Such a result would lead to
a decrease in borrowings.

Explanation / Examples of Components of Summary of Financial Position

Operating Revenue and Expenditure: represent the totals from the relevant lines of the
Statement of Comprehensive Income (operating statement) for the year being reported
on.

Capital Expenditure on renewal and replacement of Existing Assets: e.g., roads
reseal, replacement tractor, building renovations, replacement computer hardware.

Proceeds from sale of replaced assets: e.g., trade in value of a tractor or motor
vehicle being replaced.

Capital Expenditure on New and Upgraded Assets: e.g., constructing a new building,
constructing a new catchment pond, purchasing a piece of machinery that was not

previously on hand.

Amounts specifically for new or upgraded Assets: e.g., capital grants to partly fund a
new CWMS, funds received to build new footpaths that did not previously exist.

Proceeds from Sale of Surplus Assets: proceeds from the sale of a council building
that was no longer required, sale of surplus land.
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