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INTRODUCTION

Objectives

The Long Term Financial Plan (LTFP) is a requirement under the Integrated Planning and Reporting
framework for NSW Local Government. Council’s LTFP provides a framework to assess its revenue
building capacity to meet the activities and level of services outlined in its Strategic Business Plan.

Central Tablelands Water’s LTFP aims to:

Timeframe

establish greater transparency and accountability of Council to the community;

provide an opportunity for early identification of financial issues and any likely impacts in
the longer term;

provide a mechanism to:

o

O
O
O

recognise financial sustainability issues
assess how various plans fit together
understand the impact of various decisions on plans or strategies;

assess the financial impact of pricing decisions

provide a means of measuring Council’s success in implementing strategies; and,

ensure that Council can remain financially sustainable in the longer term.

provide a funding strategy for the sustainable renewal of Councils infrastructure to provide

a high level of service to its consumers.

stress test financial scenarios to assess the financial risks to Council.

The Department of Local Government has set the minimum timeframe at ten years for an LTFP.
The Central Tablelands Water LTFP covers the time period from 2024/2025 to 2033/2034.
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Structure

The LTFP is structured into seven main sections.
Section 1:  Provides a brief introduction to the plan and the objectives it aims to meet.

Section 2:  Planning Assumptions. This section details the financial assumptions made in
developing the LTFP.

Section 3:  Revenue Forecasts. This section details the Council’s major sources of revenue and
the assumptions used in the forecast figures.

Section 4:  Expenditure Forecasts. This section details the Council’s major areas of expenditure
and the assumptions used in the forecast figures including asset management.

Section 5:  Sensitivity Analysis and Financial Modelling.

Section 6: Performance Monitoring. This section provides a number of key performance
indicators to monitor Council’s performance against the plan.

Section 7:  Appendices. (Detailed budget forecasts at Financial Statement Level)

PLANNING ASSUMPTIONS

Along term financial plan is dependent on a number of planning assumptions. In preparing a LTFP,
Council considered a range of matters and made the most appropriate assumptions. These
assumptions were used to model and formulate the plan, test some scenarios which have
ultimately formed the basis of the agreed plan.

Some of the key variables reviewed as part of the setup of the LTFP include:
e Local Government Cost Index (LGCI): See Table 2.
e Salaries and Employee Costs: See Table 2.
e Investment Income: See Table 2.
e Fees and Charges: See Table 2.
e Service Levels: Refer to Central Tablelands Water Strategic Business Plan (SBP).
e Growth Projections.

Growth projections in services of Central Tablelands Water, to a large extent, will be dependent
on the growth of constituent Councils of Blayney, Cabonne and Weddin Shire Councils.

Central Tablelands Water prepared its predictions believing that the economic development
strategies in place in the constituent Shire Councils should result in broadly maintaining the
present population levels over the next thirty years.



The financial modelling has not factored in an increase in overall water sales through growth in
water connections. New connections up to the date of creation of this plan have been factored

into the future projections however future growth in subsequent years has not been considered.
It is noted that historically growth in water connections has been around an average of 0.50% pa
(around 30 new connections), however, this been offset by declining average consumption per
connection.

It is noted that there has been significant residential development in some parts of Council’s
service area during 2023/24. There may be some lead time between water service completion
and actual water usage (after dwellings are constructed on the land), however, a significant
increase in connections should impact favourable upon Council’s water sales. (noting the lead
time between development and service connection)

The current plan is based upon the current level of chargeable assessments which are currently
around 6,100 with a service population of around 15,000 consumers.

If an overall growth in consumption occurs due to overall population growth in the service area
and/or due to major industry development, then this will improve the resilience of the financial
plan. This may also impact Council’s future pricing decisions.

Capital Works Program

The following is a brief summary of the major capital works planned for Central Tablelands Water
over the next 10 years.

Estimated
P Proj Y R
roposed Project ear eason Cost $

Trunk Main “U” from Conomadine 2024/25to | Renewal and Upgrade 2,100,000
Pump Station to the top of the Hill - 2025/26
7kms
Trunk Main Renewal 'U' - 'C' to - Cudal | 2024/25to | Renewal and Upgrade 1,000,000
— 4 x Creek underbores replaced with 2027/28
creek crossings
Lake Rowlands Augmentation — 2025/26 to | Renewal, Dam Safety and 40,000,000
2.2mtrs wall raising 2026/27 Upgrade
Trunk Main 'U' Renewal - 'C' to 2026/27 to | Renewal and Upgrade 3,800,000
Canomodine Pump Station - 10km 2027/28
Trunk Main Renewal 'U' - Top of Hillto | 2026/27 to | Renewal and Upgrade 4,180,000
Cudal - 11km 2027/28

) Renew and upgrade main to 3,600,000
Replace Trunk Main A between Lake 2029/2030 improve water transfer
Rowlands and Carcoar WTP




Trunk Main 'C' Renewal - Mandurama 2031/32to | Renewal and Upgrade 11,865,000
to'U'-35km 2033/34
" 2030/31to | Provide additional 1,180,000
Additional Bore at Gooloogong 2031/32 redundancy for Bore system
. 2023/24 to New assets reduce power 350,000
Further Renewal Energy Projects 25/26 usage
2031/32to | Renew and Upgrade 10,000,000
Blayney Water Treatment Plant 2032/33 Treatment Plant
. . . 2024/25to | Renewal and Upgrade — 800,000
Reticulation Main Renewals 2033/34 Replace old AC Pipes
2026/27 Provide potable water to 6,000,000
Caragabal Potable Water System Caragabal and rural
consumers

A financial summary of the proposed capital works is included with the base scenario in Appendix

1.

Summary of Key Assumptions and Indices

Assumption/Variable Calculation Basis Planned %
A CPI of 4.0% has been used in in 24- 3.0%
Consumer Price Index) 25. A future rate of 3.0% has been
used.
Have used around 6.0% in 24/25 6.0% in
based in award increases, salary 2024/25
Salaries and Employee On- system progression and 5.0% for
costs superannuation increase of 0.5%. 2025/26
Based on current FTE of 24.6 across and 3.0% in
the life of the plan. later years
Have used an average investment
Interest Rate Income return of 4.0% based on average 4.0%
investment level funds of $9.0M
Water Sales (User Charges Based upon a 3.13% increase in 4.0%
Income) 24/25 then 4.5% in future years
Residential, Rural & Commercial new
Availability Charge (Annual annual connections 7.35% increase in 4.5%
Charges) 2024/25 then 4.5% for the balance of
the plan




Other Fees and Charges

Based on a nominal 3.0% 3.0%
Income

It is noted that some inputs are raising in excess of 4.0% per annum with insurances expected to
rise by 10% overall in 2024/25. Electricity charges are expected to increase by 5.0% with some
savings being made due to the renewable energy projects at Carcoar Water Treatment Plant and
Canomodine Pump Station.

REVENUE FORECASTS

The County Council model is a very effective institutional arrangement for the provision of water
supply as the governance arrangement of the Council, comprising elected representatives from
each of the constituent councils, which provides a close relationship between the community
expectations and the policy decisions of the Council.

The major sources of revenue for Council are:
. Annual (Availability) Charges
. User Charges and Fees
. Grants & Contributions

1

2

3

4. Investment Revenue
5. Borrowings

6

. Other Revenues
Annual (Availability) Charges

Annual or Availability Charges are one of the main streams of income for Council. The availability
charge is calculated in accordance with the Best Practice Water guidelines by multiplying the
charge for a standard 20mm connection by the flow capacity factor (FCF) listed in the Flow
Capacity Table below.

In accordance with Best Practice Water guidelines, the FCF recognises that the greater the meter
size the larger draw on the network that can be made from that connection.

Council plans to increase the access charge by approximately 7.35% in 2024/25 so as provide less
volatility in its income base and reduce the reliance upon water sales in times of low demand.
Wet conditions have seen water sales reduce dramatically over the past 4 years and the increase
in the access charge is seen as a means of addressing the volatility of the revenue base.

The availability charge is estimated to rise a by a further 4.5% pa from 2025/26 onwards.



Flow Capacity Table

Diameter
of Water 20mm 25mm 32mm 40mm 50mm 80mm 100mm
Service

Flow
Capacity 1.00 1.5625 2.56 4.00 6.25 16.00 25.00
Factor

This tableillustrates the how the size of a connection (diameter of water service) impacts the flow
of water available (flow capacity factor). This means that a 40mm connection can potentially place
4 times the load on Council’s network infrastructure than a 20mm connection. Accordingly, a
40mm availability charge is therefore 4 times that of a 20mm connection.

User Charges & Fees

In accordance with Sections 491, 501 and 502 of the Local Government Act 1993, Council is able
to charge for the provision of water supply services.

Council has a dedicated focus on consumer service expectations and, through its pricing policy,
consumers are receiving a water supply of high quality and reliability. This is attributable to the
pricing policy being able to fund an ongoing program of infrastructure renewal and upgrade.
Customers have indicated to Council in responses to surveys (latest in 2019) that they are
prepared to pay modest price increases if the funds are set aside for the capital program that will
continue to provide a high quality and reliable water service.

Council also notes the desire of its customers for a higher degree of water security and lower
frequency of water restrictions during periods of drought. The cost of work to improve water
security (increased storage capacity at Lake Rowlands) may require a substantial contribution by
Council.

This significant capital contribution also impacts both current and future pricing decisions. Council
when setting prices considers the large amount of infrastructure that must be maintained and
renewed to enable our consumers to have a high and stable level of service.

Council’s trunk mains are also reaching the end of their useful lives and a major program of
renewal is required to enable the level of reliability and service standards to be maintained.
(estimated to $26.5M) over the next 10 years.



Council has followed the Regulatory Assurance Framework issued by the Department of the

environment in determining its pricing structure 4.5. In summary, the following pricing regime
exists for Central Tablelands Water:

1. Atwo part pricing policy of an availability (access) charge, determined on the diameter of
the meter, and a consumption charge;

2. Water accounts are rendered quarterly so consumers have up to date water usage and can
respond quickly to high usage and price changes, and

3. There are no cross subsidies between non-residential customers.

Council in setting its water user charges and fees is endeavouring to ensure that it can continue
to provide a high level of service whilst at the same time having sufficient funds to renew its
ageing infrastructure. Council is also mindful of the economic and social impacts its pricing policies
may have on consumers and endeavours to harness efficiencies where possible to keep water
prices affordable.

Council’s water sales in 20/21 to 23/24, have been highly constrained due to very wet weather
conditions. These rains have provided a boost to above ground storage with Lake Rowlands
currently sitting at around 92% capacity (after reaching 32% early in 2020). This provides a strong
water resource to support future water sales. The strength and reliability of the water resource
will be significantly improved when the planned augmentation of Lake Rowlands is completed.
The final business case for the Belubula Water Security Project which includes the augmentation
of Lake Rowlands has now recommenced following a joint federal and state government funding
announcement of $7.7m in February 2024.

Council proposes to increase user charges by 3.13% in 2024/25 and 4.0% over the remaining life
of the LTFP. These changes are necessary to fund the S10M loan borrowing program to be
undertaken to fund the planned capital program over the next decade.

This Capital Program includes around $26.5 million in trunk main renewals over the next decade.
It is critically important that Council can renew these mains over the next decade to maintain the
levels of service to its consumers.

Statutory Charges

Council has no discretion to determine the amount of a fee for service when the amount is fixed
by regulation or by another authority. An example of a statutory fee includes Section 603
Certificates and GIPA fees.

The majority of statutory charges do not increase annually in line with the however for the
purposes of financial modelling these fees are assumed to increase by 3.0% over the life of the
LTFP.



Other Fees and Charges

Other fees include office fees (photocopying, binding etc.), fees for use of Council facilities.
Council does not generate a significant amount of revenue from these sources so it is planned
that these prices will increase by around 3%.

Grants & Contributions

This LTFP acknowledges the importance of Council receiving capital grants from other tiers of
Government to assist with funding its Capital program.

The following capital grants have been included in the base case LTFP:
2024/25

- S100K for a new fluoride unit at Carcoar Water Treatment Plant. (100% of the estimated
cost)

2025/26 to 2026/27
- $34M for the Lake Rowlands construction works. (85% of estimated costs)

- $S6Min 2026/27 for the construction of a potable water supply for Caragabal and
surrounding rural communities (100% of the estimated cost)

2031/32 and 2032/33

- $7.5M for the Blayney Water Treatment Plant renewal and upgrade. (75% of the
estimated capital cost)

Council is aware that the provision of a reliable and safe water supply for the community will
require support from other tiers of Government to enable the renewal of ageing infrastructure.

Council raises revenue from developer contributions in accordance with its Development
Servicing Plan (DSP). The DSP adopted in 2020 provides for development contribution rates to
change in accord with the movement in the Sydney city Consumer Price Index (CPl) movement.
Council has provided for a 4.2% increase in 2024/25 and 3.0% for each year of the LTFP.

Investment Revenue
Council’s investment strategy is to undertake investment of surplus funds, maximising earnings
from authorised investments, whilst ensuring the security of Council funds.

Council also aims to ensure there is sufficient liquidity to meet all reasonably anticipated cash
flow requirements, as and when they fall due, so uses a rolling maturity profile for its term deposit



profile. In addition, Council operates a cash call account that may be utilised to top up short term
liquidity requirements.

Given the difficulty of predicting future interest rates has estimated an average return of 4.0%
over the life of the LTFP. This is slightly lower than the current return of around 5.0% on term
deposits. The estimated interest return has been based on an average funds invested of $9.0M
dollars over the life of the plan.

Borrowings
Council has developed a strategic plan for loan borrowings to align with the proposed Capital
program.

Council is proposing to borrow additional funds as follows:

26/27 - S5M for $6M Funding of the estimated dam safety works component of the Lake
Rowlands Augmentation (S1m will come from reserves) Estimated Rate — 5.50%

32/33 - S5M for the renewal of 35kms of Trunk Main C — Estimated Rate — 5.50%
The servicing of these borrowings is considered manageable.

Please note that there is an additional loan of $4M in 2033/34 to complete the Trunk Main C
renewal however it has not been included in the LTFP as modelling has indicated that the loan
may not need to be drawn down.

Other Revenue

The significant majority of other revenues are generated by rental income on Council properties,
insurance claim recoveries, insurance discounts and employee contributions to motor vehicles.

It has been assumed that these revenues will change by around 3.0% per year.
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EXPENDITURE FORECASTS

Salaries, Wages and Employee On-costs

Council’s long term forecast relating to staffing is contained in detail within the Workforce
Strategy. The Workforce Strategy also identifies the human resources Central Tablelands Water
requires to continue its strategic direction and deliver services in an efficient and effective
manner.

This 24/25 estimate is based upon an FTE of 24.6. This includes the new full time position of
project manager. The LTFP does not provide for any change in FTE across remaining life of the
plan.

For the purpose of projecting future salary, wage and ELE costs to Council a percentage award
increase of 3.5% has been applied (see Planning Assumptions) in 2024/25. This rate is in
accordance with the 2023 Local Government Award. In addition, there is a $1,000 award bonus
to be paid to eligible employees plus a 0.5% increase in the Superannuation Guarantee Charge
(SGC). In addition, some employees will progress through the salary system to higher grades.

A rate of 6.0% has been used in 2024/25, 5.0% in 2025/26 and 3% is used for the balance of the
LTFP.

Itis notable that the Superannuation Guarantee Charge (SGC) is also increasing from 11% to 11.5%
from 1 July, 2024. The rate will increase by a further 0.5% to 12.0% in 2025/26. These increases
have been allowed for in the LTFP.

Materials, Contracts and Other Operating Costs

These have been assumed to increase by 6.0% between 2024/25 and 2025/26 and reducing to
3.0% for the balance of the plan.

General insurance costs are expected to increase by 10.00% in 2024/25 and then by 5.0%.

It is important to note that the 2024/25 includes a number of one-off operational costs for items
that will not be ongoing.

These include:
e Reservoir leakage Repair Program across the network - 250K
e Water Quality Support Services — 94K
e Costs of Integrated Water Cycle Management Plan — 50K
e Funds for a review of Salary System — 35K

e Aerial Mapping Update — 65K



SENSITIVITY ANALYSIS AND FINANCIAL MODELLING
At this stage only one base case scenario has been developed based upon an $40M projected
cost of the Lake Rowlands dam wall raising that occurs in 2025/26 and 2026/27.
It is based on a funding formula where the $40M funding is made up as follows:
e Grantof $34.0M
e Loan Funds of S5M

e Reserve funding of S1

There has been a significant reassessment of the estimated costs of the Lake Rowlands
Augmentation Project since the previous LTFP was developed, however, the indicative level of
costs are largely unknown. A higher degree of confidence of those costs will be determined
through the completion of the Belubula Water Security Project final business case. This is
scheduled for completion in June 2025. CTW will require a significant level of grant support to
undertake this vital project for the maintenance of water security in the region.

The Income Statement, Balance Sheet and Statement of Cash Flows are
presented for the base case scenario in Appendix A.
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PERFORMANCE MEASURES - BASE CASE

Financial Analysis

A number of key indicators have been developed to monitor performance against the base case
LTFP to assess Council’s long term sustainability. These key performance indicators will provide
clear targets against which the council can report its progress to the community.

Operating Result

Definition:

Result or surplus/deficit from operations after considering all income and expenditure.

Description:

Council’s operating result is normally regarded as an important criterion in measuring
performance. The issue for Council is whether the operating results can be maintained and in
particular if those operating results can sustain the current level of services into the future. It is
notable that the operating result can be impacted by the volatility of water sales caused by
changing weather conditions (revenue is much lower in wet years).

Target:

To achieve an operating surplus throughout the LTFP.

Projection:

It is projected that CTW will have an operating deficit from operations in 2024/25 due to a
number of one off operational costs being present. These costs have been detailed earlier in the
plan.

APPENDICES

Appendix A: Central Tablelands Water — 10 Year Financial Plans for Base Scenario

Appendix B: Central Tablelands Water — 10 Year Capital Program

Central Tablelands Water Draft Long Term Financial Plan




