LONG TERM

FINANCIAL PLAN

Executive Summary

The Long Term Financial Plan (LTFP) of Council
presents a financial projection of the next ten years
based on the Community Strategic Plan and Delivery
Program.

The 10 year forecast illustrates the operating results
and is based on projected events.

These projections form a roadmap of the operating
results, which provides Council an opportunity to:

» Assess different courses of corrective action and
quantify the potential outcomes

*  Ensure sustainability through positive net results

«  Structure the operations, based on affordability and
financial sustainability.

In summary, this LTFP illustrates that the current level
of funding generated for Council through rates is
insufficient to continue existing services into the future
and meet the demands of our growing population.
Should we do nothing, Council will inevitably face a
declining financial position and a reduction in services.

To strengthen our financial position and ensure
continued delivery of our community aspirations,
Council is undertaking an overhaul of its rates structure
to bring about equity and sustainability across its Local
Government Area. Details of the rate restructure and
associated modelling are outlined within the contents of
this document.

In our efforts to combat the declining profitability and
reduce the reliability of rates revenue to fund our
operations, Council has also established a “Georges
River Council Financial Sustainability Working Group”
to explore options on strengthening Council’s long

term financial sustainability by applying the financial
principles, strategy and associated actions within the
plan, that will contribute to bringing Council’s operations
back to profitability.

Financial Governance Principles

In preparing the LTFP and guiding financial decisions
are the Intergrated Planning and Reporting documents,
the Local Government Act 1993 and financial
principles.

Council conducted a program of extensive community
engagement to develop Georges River's first
Community Strategic Plan. The Community Strategic
Plan and associated documents were adopted by
Council on 25 June 2018.

The Community Strategic Plan was developed around
six themes or pillars which were identified in the
consultation process as important to the community.

These six pillars, which underpin our future work, are:
1. A protected environment and green open spaces

2. Quality, well planned development

3. Active and accessible places and spaces
4. Adiverse and productive economy
5

A harmonious and proud community with strong
social services and infrastructure

6. Leadership and transparency.

The Community Strategic Plan is part of a suite of
documents which include the Delivery Program and
Operational Plan, which outlines our key actions

over the next three years, annual budget and Fees
and Charges. These key documents feed into the
Resourcing Strategy and Council’s long-term financial
plan.
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The Local Government Act 1993 (the Act), outlines

the principles of sound financial management in which

Council is governed by. Section 8B of the Act states

that:

»  Council spending should be responsible and
sustainable, aligning general revenue and
expenses.

»  Councils should invest in responsible and
sustainable infrastructure for the benefit of the local
community.

»  Councils should have effective financial and
asset management, including sound policies and
processes for the following:

» performance management and reporting
» asset maintenance and enhancement

« funding decisions

+ risk management practices.

»  Councils should have regard to achieving
intergenerational equity, including ensuring the
following:

+ policy decisions are made after considering their
financial effects on future generations

+ the current generation funds the cost of its
services.

In addition to the legislated principles of sound financial
management, Council’s actions and strategies are
centred on Sustainability, Affordability, Accountability
and Growth.

Sustainability

Ensure the long term sustainability of Georges River
Council — this involves putting in place measures to
fortify its income base (without depending on one-

off receipts of grants or contributions), managing its
expenditure to optimum levels and maintaining positive
Net Operating Results.

Affordability

Operate within the realms of affordability by structuring
expenditure within the boundaries of income received.
Plan and execute programs and projects after taking
into account the affordability of the long term ongoing
impact on future revenue and expenditure.

Accountability

Continue to be accountable to ratepayers for optimum
management of income generated and expenditure
incurred. Continue to be accountable to ratepayers for
optimum management of Council assets and resources.

Growth

Approach all activities from the perspective of
constantly improving the quality of services provided
Deliver services that benefit the larger community.

Financial Sustainability Challenges

Georges River Council takes great pride in its role of
providing and maintaining high quality local services

for our community. If Council is to continue to deliver
the current level of services and facilities, we need to
effectively plan for the future.

Following extensive consultation with our community

in 2018, Council adopted its first ever Community
Strategic Plan which details the community’s aspirations
for the Georges River area over the next 10 years. This
Plan highlights many community projects, programs,
initiatives and events that require substantial funding to
become a reality.

Council, in preparing the LTFP for the period 2019/20
to 2028/29, recognised a number of challenges it will
face in the near future. The challenges, if unaddressed,
will have an adverse impact on the long term financial
sustainability of Council. These challenges are
summarised:

«  Experiencing declining profitability, amplified by the
loss of income of $2.2M from the former Hurstville
Council Special Rate Variation (SRV), due to cease
in 2021

*  The compounded impact of the expiring SRV
results in a forecast loss of $19.5M from 2021/2022
to 2028/2029

»  Operating performance, net of capital grant income,
remains negative with the deficit increasing each
year

* Increase in Council’'s Net Worth is dependent on

the quantum of Capital Grants received and not on
the operations being cost effective.




The operating results (actual and forecast), display

a downward trend leading to negative results from
2022/23 onwards. There is a dramatic reduction of
3.2% in Rates income from 2021/22 onwards, due to
the termination of the SRV that commenced over 10
years ago. The impact on the operating results is a loss
of $2.2M income in that year, compounded each year
thereafter.

In addition, Council's operating results are augmented
by the value of capital grants received. These grants
are for exclusive use on capital expenditure and are
not to be used to fund operating expenditure. When
these funds are excluded, the Operating Results show
increasing negative returns each year. This means
that Council, in its current form, is unable to fund its
operating expenditure from the operating income it
receives.

It has also been demonstrated that there is an adverse
widening gap between the increases to operating
income and the increases to operating expenditure
each year. This is graphically shown in the following
chart.
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This chart clearly demonstrates that there are two
fundamental problems facing Council’s finances.

1. Council does not generate sufficient operating
income to fund operating expenditure, and

2. Each year, increases in operating income are less
than the increases in operating expenditure.

When reviewing the actual results so far, Council has
generated surpluses each year since amalgamation.
However, these actual results have been favourably
impacted by additional operating and capital grants
received from the State Government, to assist with the
transition to functioning as an amalgamated council.
Despite the receipt of these additional operating grants,
when capital grants are excluded, the operating results
show a negative outcome.

Income without Capital Grants

Actual ‘ Forecast ‘ BUDGET‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘ Estimate ‘

2017/18 ‘ 2018/19 ‘ 2019/20 ‘ 2020/21 ‘ 2021/22 ‘ 2022/23 ‘ 2023/24 ‘ 2024/25 ‘ 2025/26 ‘ 2026/27 ‘ 2027/28 ‘ 2028/29 ‘

Expenditure (incl. Depreciation)
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OVERVIEW OF COUNCIL
FUNDING AND EXPENDITURE

2019/20 Operating Revenue and Expenditure Budget

Annual
Capital Grants
and Contributions
Income Budget.
$14M

B Rates $69.4M B Employee Costs $58.7M
B Annual Charges $25.6M B Materials and Contracts $39.4M
M User Charges and Fees $15.5M B Other Operating Expenses $22.2M
M Other Operating Revenues $9.2M Depreciation and Amortisation $20.6M
[l Operating Grants and Contributions $8.9M TOTAL $140.9M
Interest and Income $3.4M
Profit on Sale of Assets $1M
TOTAL $133M

4 Year Capital Program Budget - $201.5M
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Major Projects Recreational Space Roads Non Specialised Footpaths Plant and
$586M $38M $29.7M Buildings 17M Equipment
$26M 3 $14.6M
-3 < =] =,
Stormwater Furniture and Fittings Library resources Office Equipment Intangibles: Comr_nunity
$9.4M $2.3M $1.8M $1.7M Software Projects
$1.1M $1M

Capital Projects are also funded by internal and external restricted cash reserves




PLANNING FOR
OUR FUTURE

The Amalgamation Journey

The amalgamation of two organisations whilst
maintaining everyday services is a complex task that
requires the involvement of the entire organisation and
the support of the community.

Georges River Council has embraced the fresh start
that the merge of the former Hurstville City and Kogarah
City Councils presented, building the foundations for a
strong organisation that will deliver outstanding results
to our community and city.

While Council’s income has increased and we have
made savings as a result of the amalgamation of the
former Kogarah and Hurstville Council in 2016, these
changes have not kept pace with the increase to costs
in providing services, especially as our population
continues to grow.

The terms of the amalgamation specified the
preservation of the rates structures of the Hurstville and
Kogarah City Councils for a period of four years.

Council is now approaching the end of the “restricted”
period and it is with long-term vision for the Georges
River area that Council has decided to apply to the
Independent Pricing and Regulatory Tribunal (IPART) to
change our rating structure.

Along with addressing financial sustainability, there is
inconsistency in the amount of rates paid across the
former Kogarah and Hurstville Council areas, which
Council needs to rectify to ensure a fairer approach for
all ratepayers, regardless of dwelling or business type.

Information on Council efficiencies to date can be
further explored in the Amalgamation Journey Final
Report.
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Financial Strategy

Based on the challenges presented in this Long
Term Financial Plan, Council is building on the strong
foundations established to ensure the delivery of
community aspirations outlined in the Community
Strategic plan.

To achieve this, Council will take the following steps:

1. Establish a Financial Sustainability Working Group

2. Review the rates structure to bring consistency of
rates charged to ratepayers

3. Seek the views of the community in applying for a
Special Rate Variation that will maintain the expiring
SRV and contribute towards reducing operating
losses

4. Explore potential avenues to raise new streams of
income and increase current income levels through
a wider application of the user pays model

5. Explore potential savings in operating expenditure
by reviewing operating processes

6. Enquire into the rationalisation of assets without
affecting the quality and extent of services currently
provided

7. Continue to benchmark activities and align
operations where necessary, to yield optimum
results

8. Introduce and implement changes in focus, to view
activities as “commercial” or “non-commercial”

9. Evaluate affordability of capital projects from a “long
term operating impact” point of view

10. Evaluate the feasibility of major projects from a
cost/benefit perspective and understand the
pay-back period in respect of each

11. Focus on bridging the gap between increases in
income and expenditure

12. Focus on works projects that are funded from
externally restricted reserves.
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Council will seek approval to apply a standard minimum
rate for all ratepayers across our local government area,
and to increase the total rate income by 10.6 percent
(8.1% standard rate variation and 2.5% annual rate peg),
with these changes to come into effect from 1 July 2020.

Currently rate payers in the former Hurstville Council area
pay a minimum rate of $570.88. In the former Kogarah
Council area the minimum rate is $942.24. To provide
greater fairness and consistently the Council proposes
that the minimum rate should be $965.80 (including a
2.5% rate peg increase) across the local government
area, which would come into effect from 1 July 2020.

Council has also identified the need to set new minimum
rate for the Major Commercial Centres of Hurstville and
Kogarah of $1,100, to come into effect from 1 July 2020.
This recognises the additional services, such as parking
management, street cleaning and events that Council
provides to these commercial centres.

Council preferred option has been developed after
reviewing multiple options with a varying degree of
impact, along with comparative metropolitan rating
trends. The preferred option is based on utilising our
stable income source to close the gap between income
and expenditure, along with reviewing services to
improve efficiency.

Though Council has a preferred option, it is seeking the
community’s feedback on their views on the following
options: In all proposed scenarios/models the minimum rate
is proposed to be $965.80, with a community consultation
occurring on whether to have a $1,100 commercial cbd
minimum rate for Kogarah and Hurstville CBDs.

Extensive community consultation on these options and
their impact will take place in October and November
2019, through face-to-face community information
sessions and online surveys.

DISCLAIMER - The figures quoted in tables within this document have been de-
veloped from financial modelling based on current property data and land values
as of 1 July 2019 (note: land values are based on the Valuer Generals last release
from 1 July 2016). Final 2020/21 figures may vary due to changes as a result of
new land values, processing supplementary properties and

sub-categories. Rounding has been applied throughout the document.

RECOMMENDED
OPTION

Option 1
FINANCIALLY SUSTAINABLE

Council will apply for a Special Rate Variation (SRV) of
8.1% plus a 2.5% rate peg (total of 10.6%) as well as
identifying savings in operating expenditure, and options
to increase other income to ensure we become financially
sustainable in the long term.

This option is recommended by Council as there will be
minimal change to the services Council provides.

Total rate income increase
$7.5M - 10.6%

Continue to deliver new projects

Current
average
annual rate

o o
o o

Residential ratepayers

Weekly average increase

Annual average increase

2020/2021

Annual average Rate

Former Hurstville weekly average increase
Former Kogarah weekly average increase

Former Hurstville annual average increase

Former Kogarah annual average increase

Current
average
annual rate

Business ratepayers

Weekly average increase
Annual average increase

Annual average Rate

2020/2021

Former Hurstville weekly average increase
Former Kogarah weekly average increase
Former Hurstville annual average increase

Former Kogarah annual average increase
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Option 2
SHORT TERM

Council will apply for a Special Rate Variation (SRV) of 0.8%
plus a rate peg of 2.5% (total increase of 3.3%) which is
sufficient to cover the loss of the current SRV which is due

to stop in 2021. Council will also identify savings in operating
expenditure, and options to increase other income.

This option is not recommended by Council and
requires Council to significantly review the services it
can deliver. This option does not address the issues of
increasing costs and the additional costs of meeting the
needs of our growing population.

Total rate income increase

$2.3M -3.3 %
No new projects delivered and service levels reduced

Current
average
annual rate

$1,119

Residential ratepayers

Annual average increase
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Annual average Rate

Former Hurstville weekly average increase
Former Kogarah weekly average increase
Former Hurstville annual average increase
Former Kogarah annual average increase
Current

average
annual rate

Business ratepayers

Weekly average decrease
Annual average decrease

Annual average Rate

2020/2021

Former Hurstville weekly average decrease
Former Kogarah weekly average decrease
Former Hurstville annual average decrease

Former Kogarah annual average decrease

Option 3
SUBSTANTIAL RATE INCREASE

Council will apply for a Special Rate Variation (SRV) of
19.8% plus a rate peg of 2.5% (total increase of 22.3%)
as well as generating savings in operating expenditure, to
ensure we become financially sustainable and to provide
enhanced services.

This option will see significant rate increases for all

ratepayers and is not recommended by Council as it
places a greater financial burden on ratepayers.

Total rate income increase

$15.8M - 22.3 %
Increase in new projects delivered and enhanced services

Current
average
annual rate

Annual average increase

Annual average Rate

Former Hurstville weekly average increase
Former Kogarah weekly average increase
Former Hurstville annual average increase
Former Kogarah annual average increase
Current
average

annual rate

Business ratepayers

Weekly average increase
Annual average increase

Annual average Rate

Former Hurstville weekly average increase
Former Kogarah weekly average increase
Former Hurstville annual average increase

Former Kogarah annual average increase




FINANCIAL MODELS

The proposed option being presented to the community on the rates structure changes are based on three models
contained within this plan. Each model illustrates the forecasted impact over a ten year period (2019/20-2028/29).

In all proposed scenarios/models, the minimum rate is proposed to be $965.80, with community consultation occurring
on whether to have a new minimum rate for the major commercial centres of Hurstville and Kogarah of $1,100, to
come into effect from 1 July 2020.

An overview of each model is outlined below.

Option 1 - FINANCIALLY SUSTAINABLE

Request a Special Rate Variation (SRV) of 10.6% (including a 2.5% rate peg) and combine with the effects of
generating savings in operating expenditure, to achieve the desired positive result. This scenario is based on
retaining the expiring SRV and results in a $7.5M increase in rate income.

2019/2020 Rate Income Budget $69.4M
Increase ($) $7.5M
2020/2021 Total proposed rate income % increase 10.6%
2020/2021 Special Rate Variation % increase 8.1%
2020/2021 Rate Peg % increase 2.5%

The proposal examines the outcome after levying an SRV of 8.1% (plus an estimated rate peg of 2.5%)
from 2020/21 and finding savings in operating expenditure and/or generating additional income from Council
operations.

The advantage is that whilst there is a relatively light burden placed on the ratepayer to raise additional income,

it also places a responsibility on Council to identify and bring savings in operating expenditure and/or generate
additional revenue from other sources of income, reducing long term reliance on rate income. This strategy may
be considered the most equitable, as it combines the contributions of the ratepayers and the organisation in trying
to address the financial challenges and governance priciples presented within this document.

In addition to generating an additional $7.5M as Rates Income from 2020/21, the scenario provides for producing
expenditure savings and/or additional income of $4.5M, $4.5M and $3.0M in 2020/21, 2021/22 and 2022/23
respectively. This will have a cumulative effect of generating sustainable additional income/expenditure savings of
$12M over a 3 year period.

Model Sensitivity

These models are based on assumptions which represent the most likely outcome, given the prevailing economic and operating
environment. In the context of marginal (and adverse) operating results, particularly from 2021-22, any actual divergent outcomes
(by a major extent) to the assumptions could have a material impact on the results. For example, 1% increase in the inflation
factor each year in the 10-year period will see the cumulative negative operating result adversely affected by 5.6 times. This,
however, is unlikely. Interest on investments has been estimated at 2.5% each year. With interest rates at historical lows, the
potential movement is likely an increase, meaning any such movement will result in an increase in income. Council’s Current
Ratio is maintained at a healthy level throughout the 10-year period. While there is a projected decrease in Council’'s cash
balances, there is sufficient buffer to maintain adequate (above benchmark) levels of working capital.
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Option 2 - SHORT TERM

Request a Special Rate Variation (SRV) of 3.3% (including a 2.5% rate peg) that is sufficient to cover the loss of the
current SRV which is due to terminate in 2020/21. This equates to a $2.3M increase in rate income.

2019/2020 Rate Income Budget $69.4M
Increase ($) $2.3M
2020/2021 Total proposed rate income % increase 3.3%
2020/2021 Special Rate Variation % increase 0.8%
2020/2021 Rate Peg % increase 2.5%

In order to introduce a SRV from 2020/21, it is assumed that the current SRV will be discontinued from the same
year. Therefore to recover only the loss of income from the current SRV, it will be necessary to introduce a new
SRV of 3.3% from 2020/21.

The purpose of this model is to present the outcome in maintaining the status quo of the operation. It does not
however address the sustainability issues that need to be resolved.

This strategy does not address the fundamental financial challenges facing Council and only subscribes to
recovering the loss of income from the termination of the former Hurstville SRV. Consequently, Council will
continue to incur operating losses as this strategy does not align with the financial governance principles within
this Long Term Financial Plan.

Option 3 - SUBSTANTIAL RATE INCREASE

Request a Special Rate Variation (SRV) of 22.3% (including a 2.5% rate peg) that is sufficient to cover the full
Operating Deficit. This scenario is based on retaining the expiring SRV and results in a $15.8M increase in rate
income.

2019/2020 Rate Income Budget $69.4M
Increase ($) $15.8M
2020/2021 Total proposed rate income % increase 22.3%
2020/2021 Special Rate Variation % increase 19.8%
2020/2021 Rate Peg % increase 2.5%

This model is based on increasing income from rates exclusively, to recover the Net Operating Deficits and the
deficits arising from the exclusion of Capital Grants. This will require an SRV of 22.3% (including a Rate Peg of
2.5%) with effect from 2020/21.

While the financial result achieves the desired outcome, it places a heavy burden on the ratepayer. The structure
of the solution is also not desirable as the entire burden in funding the deficits is placed on rates income, without
any adjustments being made to other streams of income or expenditure.

On the one hand, the positive outcome appears to address the underlying issue of not being able to generate a
surplus without the aid of capital grant income, although the Results Net of Capital Grants reflect Surpluses of
a declining nature. It therefore appears that this strategy does not present a long term sustainable solution as a
review of services are still required.




DETAILED
FINANCIAL MODELS

Key Performance Indicators

A number of key performance indicators are used by the Office
of Local Government to help determine the sustainability of
NSW councils. These indicators, together with others that

are in use in the commercial environment are shown. The
indicators relevant to each stage of operations are shown

in the tables. This is to provide a snapshot of the state of
Council’s current financial position and the comparative results
relating to each model.

As is evident from the key performance indicators, the longer
term outlook for Council (based on the service portfolio) is
not favourable. While surpluses are being generated over the
short term, the 10 year trend, as projected in the Long Term
Financial Plan is downward. Council is now working towards
introducing corrective measures to arrest the decline in
performance and ensure long term financial sustainability.

The Operating Performance, Unrestricted Current and
Cash Coverage ratios highlight the essential ingredients for
sustainable financial operations.

The Operating Performance Ratio measures the extent

of Council’'s Revenue (net of Capital Grants) coverage of
Expenditure. This needs to be a positive figure and ideally,
growing.

The Unrestricted Current Ratio measures Council’s liquidity.
The benchmark based on successful organisations is set

at 1.5 to 2.0. An increasing ratio over time shows improved
liquidity and an environment where there is sufficient coverage
of Current Liabilities from Current Assets.

The Cash Coverage Ratio measures Council’'s cash coverage
of expenditure. This shows the number of months that
Council will be able to operate unhindered, in the event that
Council is unable to generate any additional cash through its
operations. The greater the number of months shown, the
more comfortable the operating environment.
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SOCIO-ECONOMIC SNAPSHOT

When preparing the Financial Strategy and Long Term
Financial Plan, a key factor taken into consideration
was the socio-economic profile of the Georges River
Local Government Area (LGA). With rates, annual
charges and user fees and charges making up the
majority of Council’s total revenue, it is important that
the capacity to pay is one of those factors.

The SEIFA Index measures the relative level of socio-
economic disadvantage based on a range of Census
characteristics. The index is derived from attributes
that reflect disadvantage such as low income, low
educational attainment, high unemployment, and
jobs in relatively unskilled occupations, and is useful
in identifying geographic areas that are relatively
disadvantaged.

An area with an SEIFA of 1000 is considered
average while a lower score indicates that the area is
experiencing more disadvantage.

The SEIFA index by suburb is outlined below. Whilst
there is some variation across the LGA, the overall
Georges River Council Local Government Area (1020)
is above the NSW (1001) and Greater Sydney (1018)
index.

Council understands that rate payers may experience
financial hardship and has options available under
relevant legislation to provide support.

SEIFA Index 2016

Connells Point - Kyle Bay 1,101.00
Oatley 1,098.80
Lugarno 1,097.20
Hurstville Grove 1,082.90
Blakehurst 1,078.00
Kogarah Bay - Carss Park 1,071.90
Peakhurst Heights 1,066.40
Sans Souci 1,063.30
Beverley Park - Ramsgate 1,057.50
Mortdale 1,039.60
SSROC 1,023.70

Greater Sydney 1,018.00
Kogarah 1,015.10
Penshurst 1,014.40
St George Region 1,012.30
Peakhurst 1,008.80
Carlton 1,002.40
Kingsgrove 1,002.20
Australia 1,001.90
New South Wales 1,001.00
South Hurstville 998.7
Beverly Hills - Narwee 992
Allawah 989.4
Hurstville (City Centre) 9721
Hurstville (total) 970.1
Hurstville (Remainder) 969.5

Riverwood

967.7




POPULATION

156,293

Estimated residential population
in 2017

185,346

Estimated population by 2030

8.3%

Population increase
from 2011 census to 2016

1.61%

Five year average growth rate

Source: * Source: Australian Bureau of Statistics,
Census of Population and Housing 2016. Compiled and
presented in profile.id by .id, the population experts
https://home.id.com.au

EMPLOYMENT

6.5%

unemployment rate compared to 6.3% for NSW

62%

of workforce worked full time and

36%

part time.

HOUSEHOLDINCdMES

$1,654

Median weekly income

25.8%

the LGA's largest quartiles were in the largest
group for household income

n Georges River Council // Long Term Financial Plan



HOUSEHOLD

53,000

Residential dwellings HOUSING TENURE

45.8% 62.9%

of dwellings were medium or high density households were purchasing or
(16.3% medium, 29.5% high) fully owned their home compared to
Greater Sydney 59%.
of households in the area had access 3 0 [ | 8 /0
to two or more vehicles were renting privately
37% $2,167
of the area’s workforce also live in the area Median monthly' mortgage repayment
2.84 $450
Average household size is greater compared to Median weekly rent

Greater Sydney 2.72

0
EDUCATION _— 50 9 $/°
52.9%

of people in the area had a tertiary qualification
compared to 52.7% for Greater Sydney

71.7%

are attending university, compared to
Greater Sydney 6.1%




IPART APPLICATION
FINANCIAL MODELS

Overview

The commentaries below will briefly outline the basis of calculation of each model and the relative outcomes. The first
3 models are prepared to satisfy the requirements of IPART Assessment Criteria.

As stated in “The Year Ahead — Special Variations in 2020-21” Fact Sheet issued by the Independent Pricing and
Regulatory Tribunal (IPART), To demonstrate financial need, the council must use three models in its Long Term
Financial Plan to show the financial impact of the additional rate revenue. These additional three models include:

Model 1. Baseline (rate peg only and excluding previously approved Special Rate Variation (SRV) percentage)
Model 2. Status Quo (rate peg and previously approved SRV percentage), and
Model 3. Varied Special Variation (both the previously approved SRV percentage and requested SRV percentage)’

In addition to these three models, Georges River Council presents three extra models that illustrate alternate
scenarios relating to achieving financial sustainability.

The results of the first five (5) models are based on different applications of rate pegs and SRV.

As is clear from the results, the introduction of the SRV of 10.6% (including assumed rate peg of 2.5%) contributes

to generating a Net Surplus (including Capital Grants) over the period of the Long Term Financial Plan. However, the
results, net of Capital Grants remain negative and therefore do not address the fundamental problem of not generating
surpluses without the aid of Capital Grant income.

To arrive at a sustainable position, Council needs to, in addition to generating additional Rates Income through the
SRV, reduce expenditure and increase income from other sources. For the purposes of this exercise, Model 6 has
been compiled on the basis of producing savings of $12 million over a three year period from 2020/21 to 2022/23, to
lead Council to a sustainable financial position.

Model 1
Baseline (rate peg only and excluding previously approved Special Rate Variation (SRV) percentage)

Council currently has included in its rates income, the impact of a SRV issued to the former Hurstville City Council on
26 June 2006. This variation is in effect for a period of 15 years from 2006/07 to 2020/21 rating years inclusive.

The council is then required to “reduce its general income from 2021/22 rating year by $1,580,385 (value of the
variation approved for 2006/07) plus the equivalent cumulative proportion of this increase from any general variation
increases or any special variation increases approved for the 2007/08 to 2020/21 rating years inclusive.”

Since there were no other special variation increases approved during the relevant period, the amount to be deducted
in 2020/21 to meet the basis of this model (excluding previously approved SV percentage) was calculated at $2.2
million.

After deducting this amount ($2.2 million) from 2019/20 Rates Income and applying the rate peg for 2020/21, total
Gross Rates Income receivable in 2020/21, showed a net decrease of $500,000 from Rates Income generated in
2019/20. Council continues to incur growing substantial deficits over the 10-year Plan period.

n Georges River Council // Long Term Financial Plan



IPART Model 2
Status Quo - rate peg plus previously approved SRV percentage

This model represents the current status and outlook for Council. The SRV issued to Hurstville City Council
terminates at the end of 2020/21. The income projected for 2021/22 is net of this variation, and is deducted prior to
applying an estimated rate peg for that year of 2.5%.

The SRV reduces income in 2021/22 by $2.2 million and the on-going effect is compounded each year, to produce
growing deficits.

IPART Model 3
Proposed SRV - rate peg plus New SRV, less previously approved SRV terminating in 2021/22

The 3rd model provides for the introduction of the new SRV of 10.6% in 2020/21 and the termination of the current
SRV (of former Hurstville City Council) in 2021/22, as stated in the Instrument issued by the Minister of Local
Government.

Council generates Net Surpluses but still incurs losses after deducting Capital Grants income.

IPART Model 4
Proposed SRV - rate peg plus New SRV less previously approved SRV terminating in 2020/21

The 4th model provides for the introduction of the new SRV of 10.6% in 2020/21 and the termination of the current
SRV (of former Hurstville City Council) also in 2020/21.

Council generates reduced surpluses, relative to Model 3 as a consequence of terminating the SRV on introduction
of the new SRV.

IPART Model 5
Proposed SRV - rate peg plus New SRV with no adjustment of previously approved SRV

The 5th model provides for the introduction of the new SRV of 10.6% in 2020/21 with no deduction from Rates
Income, of the previously approved SRV.

This represents the desired Option as the current SRV is now embedded in the income portfolio and the termination
is going to result in potential reductions to former Kogarah rate payers as council is aiming to have one rate
structure.

IPART Model 6
Proposed SRV - rate peg plus New SRV with no adjustment of previously approved SRV plus Savings from
operations

This model builds on the results achieved in Model 5 to yield the potential results after Council identifies and
implements savings of $12 million over a three (3) year period.

The Rates Income in this model is calculated in the same way as in Model 5, though includes the $12 million saving
objective.

The result of cost saving initiatives are shown, with reductions in expenditure of $4.5 million each in 2020/21 and
2021/22 and $ 3.0 million in 2022/23. The result of this is that the operation is able to not only generate a Surplus,
net of Capital Grants, but also lends long term sustainability to the operations of Council.

This is the desired outcome of this exercise, with the SRV of 10.6% making a contribution of about 1/3rd to the
final result.

This model presents the sustainable outlook of Council’s financial position by generating surpluses without the
benefit of Capital Grant Income.
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WORKFORCE
MANAGEMENT PLAN

Section 1 - Background

Every council in NSW operates within the Office of Local

The ten themes are:

Government’s Integrated Planning and Reporting (IP&R) 1. Capability mobility
Framework. The Framework requires councils to deliver
a suite of strategic documents that support a holistic 2. Continuous learning
approach to planning for the future, including a long-term . .
Community Strategic Plan, a four-year Delivery Program  3- Flexible resource allocation
and annual Operational Plan (and budget). These 4. Information management
are informed by a long-term Resourcing Strategy that ’ 9
consists of: 5. lterative business improvement processes
*  Workforce Plan 6. Leadership development
*  Asset Management Strategy
« Long-Term Financial Plan. 7. Open physical and virtual environment
In line with these requirements, we have developed 8. Partnerships and networking
this Workforce Plan as a key component of the broader .
9. Performance centric

Resourcing Strategy.
This document integrates principles of human resource 10. Technology, systems and tools
management, workforce planning and capability building.
It outlines how we will develop and maintain a high- Actions to support these themes are outlined in
calibre employee base that meets current and future subsequent sections.
organisational and community needs.

Council’'s People and Culture Department is responsible

This Plan identifies objectives and strategies that focus for implementing the actions. The Plan will evolve as the
on staff retention, skills and capability development. They  community and the organisation reviews and evaluates
cultivate strong leadership and position Council as an its needs. At a minimum, it will be reviewed every year
employer of choice. alongside our Operational Plan to ensure its objectives

reflect the changing workforce, community and Council
This Plan includes ten themes that followed consultation priorities
with managers, staff, unions, local government and
industry bodies; analysis of our current workforce
demographic; and an understanding of challenges and
future requirements to support our goal to be an employer
of choice.
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