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1.7 Executive Summary

The Long Term Financial Plan (“LTFP”) is an important strategic document

which forecasts and aligns long term financial viability against the targets and
objectives set by City of Darwin (“Council”). This document informs the City of
Darwin’s Strategic Planning Framework and helps ensure Council responsibly fund
day-to-day operations as well as strategic projects. In many instances this
document can identify the strategic role (i.e. provider, funder, regulator, partner,
facilitator or advocate) that Council should play to further its strategic objectives.

The LTFP provides a ten year overview of the City of Darwin’s projected income, expenses and
capital works programs. Only projects with reasonably assured funding or projects firmly committed
to are included in the capital works programs. This prudent design approach ensures the Council only
communicates to stakeholders” projects that can be delivered with reasonable certainty over the
forecast period.

To develop this LTFP each City of Darwin department was analysed in detail and rolled up into

a consolidated corporate operating model. This process enabled the identification of performance
improvement opportunities and ensured that short term budgets did not become the foundation of
this long term planning document. The consolidated position was then benchmarked against other
comparable councils to ensure targets were challenging but reasonably achievable.

The LTFP illustrates that the Council are able to, on average, sustain $25M+ of capital expenditure

per annum over the ten (10) year model period, with a Rates increase subsequent to FY2022 of no more
than 2.0% and dwellings growth of 1.5%. Strategically, and in line with the City of Darwin’s Municipal
Plan, several capital projects have been brought forward into FY21 to support the city through the
pandemic recovery. Whilst this initially consumes a sizeable proportion of the historical cash reserves,

a healthy $70M - S80M cash balance is preserved throughout the remainder of the model period.

In view of City of Darwin’s $1B (Billon) of infrastructure, property, plant and equipment, a prudent long
term cash reserve is considered reasonable to ensure that Council to able to activate strategic projects
or address unforeseen challenges.

The City of Darwin's FY21 Municipal Plan, includes $71.77M of capital works programs, which includes
highlighted community projects for the year being the redevelopment of the Casuarina Pool at $25M
and investment in the Shoal Bay Waste Management Facility of $15.5M.




1.2 Background

Darwin is a place of natural beauty and economic strength - the social, cultural
and economic heart of the Northern Territory.

Darwin is the capital of Northern Australia. We are Australia’s gateway to Asia, located in a growing
region rich in cultural diversity and natural resources.

Darwin has a developed economy including extensive infrastructure and services, strong governance
structures and a young and diverse population profile. Darwin has social infrastructure and a vibrant
populace enabling continued growth and presenting unique opportunities to be leveraged in

future development.

City of Darwin acknowledges the Larrakia people as the traditional owners of all the land and waters
of the Greater Darwin region. The Larrakia culture and identity is rich and vibrant. In the footsteps of
the Larrakia people, City of Darwn will continue to foster this culture and identify by creating a vibrant
community together.

The City of Darwin knows that we will see transformation across our city and suburbs in the coming
decades as rapid technological, cultural, social, economic, and climatic changes impact lifestyles and
livelihoods. That's why the City of Darwin is leading the way with progressive, community-focused
strategies and programs that will deliver sustainable growth and prosperity for Darwin city and suburbs.

If Australian history
properly starts in the
north, then it seems the
leading edge of its future
is unfolding here too.

Tess Lea, Darwin
(Newsouth Publishing, 2014)



City Profileand  464.7KM ..
Demographics

Population
382,886 Estimated residential population (2019)
0.8% Average growth per annum (ouver 10 years)

34 years Median age

Employment

60,760 jobs located in the City of Darwin (2019)
representing 44.83% of all employment in the NT

Businesses

57,099 registered businesses (2019) representing
48.04% of all registered businesses in the NT

Gross Regional Product (re)

$9.06B (2019), representing 38.85% of all GRP in
the NT

2.51% average growth per annum (over 10 years)

Municipal Area

112 km?

Council Staff

355 FTEs

Rateable Properties

35,737 as at 31 December 2019

Elected Members

One (1) Lord Mayor and 12 Elected Members
represent the local government area.

1 7 sporting
grounds
3 swimming pool
facilities
3 5 public amenity
facilities
g 987 street and
9 public lights
1 28 Playgrounds
57 g HA of greenspace
8 tennis
courts
3 community
centres
7 child care
centres
59 1 o93KM of paths’
4 libraries
448 ° 6 K n of stormwater




1.3 Introduction

Long Term Financial Plan

Pursuant to Part 10.4 of the Local Government Act 2019 Council are required to prepare and keep
up-to-date a Long Term Financial Plan. The Long Term Financial Plan (“LTFP”) must relate to at least
a period of four years, and contain:

a. a statement of the major initiatives the Council proposes to undertake during the period to which
the plan relates; and

b. projections of income and expenditure for each financial year of the period to which the plan relates;
This plan extends over a ten (10) year period to ensure that City of Darwin are positioned effectively
to realise the objectives of their overarching Strategic Plan. The LTFP is a key strategic planning document

used to support and quide internal decision-making and ensure that planned capital program is
financially viable without risking the long term sustainability of the organisation.

Given the changing nature of many of the assumptions, the LTFP is reviewed on a periodic basis and
updated as required, to ensure it remains fit for purpose. Unforseen events, changes in strategic direction
or additional grants need to be evaluated in relation to the currency of the LTFP as seemingly minor
changes may have a compounding effect on City of Darwin’s capital plans.

Long Term Financial Plan Objectives

The financial objectives of the LTFP are summarised below

Develop an adaptable forward looking financial model to provide an indication of the sustainability
of Council’s proposed actions, enabling the business to respond to the ever-changing needs of
the community

Ensure that strategic decisions are made within the agreed Council parameters and benchmarks

Enhance the transparency and accountability of the Council to the community

Support continuous financial improvement aspirations, encouraging cost control to maximise
available capital funding for the community and the early identification of financial challenges
to encourage Council to consider alternative funding models.
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1.4 Corporate Direction

City of Darwin Future Direction

The City of Darwin has a strategic and facilitative role in delivering on the needs,
interests and aspirations of its communities and is at the forefront of various major
strategic, infrastructure and economic development and investment initiatives.

The purpose of the LTFP process is to identify if the strategic intent of the various documents prepared as
part of the City’s Strategic Planning Framework are affordable without risking the long term sustainability
of its operations.

City of Darwin is quided by its well-developed strategic planning framework, which outlines the City’s vision

and how it will deliver on its priorities over the short, medium and long-term. The LTFP is influenced via
various inputs and reports, and similarly the LTFP influences a number of these reports, shown below.

Living Darwin 2030 Report

: Long Term
Community Input

Financial Plan

Darwin 2030: City for
People. City of Colour.
Strategic Plan

Municipal Plan Other Inputs

(including Annual Budget) - Long Term Asset Management Plan
- Strategic Project Prospectus
- City of Darwin Masterplan
- City Deal

Economic Development A :
Strategy - Other council strategies

and policies

- NT Government Strategies
and policies

Annual Report - Legislation (Aust. & NT)

Some of the more pertinent inputs considered in this LTFP are:
1. Darwin 2030: Strategic Plan 3. Economic Development Strategy

2. Municipal Plan 4. (ity Deal




DARWIN 2030: STRATEGIC PLAN

Our Vision for Darwin

Our vision for Darwin is: Darwin 2030 -
City for People. City of Colour.

MISSION

We will work with the community and partners, provide leadership, and deliver services that create
opportunities to enhance the economic, cultural and environmental sustainability of Darwin.

The City’s future direction has been developed in consultation with the community and has been
formally unveiled to the public as Darwin 2030: City for People. City of Colour. The City of Darwin is
the Capital of Northern Australia and is the nation’s gateway to the north, with more than 400 million
people within four hours flying time. City for People recognises Darwin as the most culturally diverse
and inclusive city in Australia. City of Colour recognises our vibrant event season and significant
landscape across the municipality.
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The LTFP is built upon five key strategic directions that will guide Council’s investment decision making
processes over the next ten years.

A capital city with best practice
and sustainable infrastructure

TARGET: By 2030, a number of strategic infrastructure

projects will be developed and delivered

A safe, liveable and healthy city

TARGET: By 2030, Darwin will be a safer place
to live and visit

TARGET: By 2030, Darwin will be increasingly recognised

as a liveable city

TARGET: By 2030, Darwin residents will be more active
and healthy

A cool, clean and green ¢

TARGET: By 2030, Darwin will be recognised as a clee
and environmentally responsible city

A smart and prosperous city

TARGET: By 2030, Darwin will be recognised globally
as a Smart City

TARGET: By 2030, Darwin will have attracted and
retained more residents and will offer sustainable
investment opportunities

A vibrant and cre

TARGET: By 2030, Darwin will be rec
iconic destination

TARGET: By 2030, Darwin will be a
community and have pride in our ¢




City of Darwin
Strategic Role

To achieve the vision, the LTFP acknowledges the broader role that Council must play to deliver
meaningful change and progress toward the objectives of the Strategic Plan. Capital constraints restrict
the ability to responsibly fund or provide several strategic initiatives or projects. By allocating strategic
projects into more practical roles or subcategories, the Council can pursue additional and more impactful
projects for the community. These roles make more efficient use of City of Darwin’s available capital.
The various roles that City of Darwin will play over the next ten years include:

WE HAVE DEFINED THESE ROLES AS:

E Provider ﬂ

Directly delivering services

Funder

Funding other organisations
to deliver services

-

¢/ =X
& Regulator &

Partner Requlating some public activities through
legislation (for example By-Laws relating to

animal management, litter etc.)

Forming partnerships and strategic alliances with
other parties in the interests of the community

T4 oV

Facilitator
Assisting others to be involved in activities by Advocate
bringing groups and interested parties together Promoting the interests of the community to

others (decision makers and influencers)
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Municipal Plan (Annual Plan)

Implementing the 10-year Strategic Plan means delivering year-on-year. The City of
Darwin’s Municipal Plan includes an Annual Budget and sets the strategic direction for
each financial year. It is a one year plan that details the key actions and services that
support the delivery of the Darwin 2030: City for Peaple. City of Colour Strategic Plan,
external funding requirements and other key priorities such as the Darwin City Deal.

The Municipal Plan also outlines the key actions and deliverables for City of Darwin and an overview of
the services the business provides. The City of Darwin has engaged Place Score to develop a framework to
measure Council's performance in achieving its strategic directions and service delivery.

The City of Darwin's FY21 Municipal Plan includes a coordinated response designed for short, medium

and longer term stimulus and includes, tourism and events programs, infrastructure delivery, business
development, minor works (streetscape beautification and tree planting), short term employment
initiatives, recovery-specific grants, innovation and digital solutions to directly affect the success of economic
recovery for Darwin from the COVID-19 Pandemic.

Some major projects for 2020/21 include:

Casuarina Pool Redevelopment (525.0M)

Shoal Bay Waste Management Facility - Cell 6 (515.5M)
COVID-19 Community Support and Municipal Wards (57.0M)
Stormwater Upgrades and Reconstruction ($2.2M)

U N W N =

Streetscape Beautification ($1.6M)

The original Velodrome Upgrade project was included in the Municipal Plan at $10.5M, however, due
to a subsequent adjustment and return request of grant funding, in the amount of $8.0M, this project
is now included within the LTFP FY21 at $2.5M. At this time of adoption of the LTFP the final scope and
inclusions for this project are still to be ratified and approved by Council.

All quantifiable projects identified to-date to realise the objectives of the Darwin 2030: City for People.
City of Colour. Strategic Plan are incorporated into this LTFP

Where the proposed capital programs are not considered to be affordable or require alternative resources
or capability to proceed then Council re-evaluates the role that they play in this initiative. This alignment
of how City of Darwin is best placed to support is further demonstrated in the Economic Development
Strateqy, Strategic Projects Prospectus and through the cooperation under the Darwin City Deal. The City
Deal is an example of the City of Darwin taking a facilitative advocacy role towards its strategic objectives.

The Economic Development Strategy (“EDS”) is a supplementary strategy document prepared by the
City of Darwin. This document identifies the Council’s unique role within the community and reflects
0N some recent economic initiatives deployed by the business in the community’s time of need. This
includes COVID-19 initiatives such as:

Encouraging tourism and events, even outside their municipalities
Expediting infrastructure delivery and minor works programs
Supporting business development and providing recovery-specific grants

el e

Waiving or reduction of fees, levies, rents and charges




The core purpose of the EDS is to identify specificactions, City of Darwin’s role in these actions and
how progress will be measured. These actions are broken into the five strategic directions identified

in the Darwin 2030: City for People. City of Colour. Plan (to develop a cool, green and clean city; create
a smart and prosperous city; promote a vibrant creative city; support a safe, liveable and healthy city;
and develop a capital city with best practice and sustainable infrastructure).

EXAMPLE:

Strategic Goal: A capital city with best practice and sustainable infrastructure

Action Council  Lead / Achieved How progress  How this can

Role Partners  Through will be drive growth
measured

Review Council Provider CoD Review and Councilland ~ Aplanto

landholdings to ensure assessment of  holding capitalise on

their commercial value landholdings assessment  commercial

and advantage are put considering report and assets in the city

to the best economic economic action plan

benefit for the city potential

Specifically, the LTFP considers EDS goals that the Council are likely to play a “Provider” or “Funder” role
to ensure that adequate provisions are made within the Long Term Capital Plans that feed into the LTFP.
Where specific projects or goals are hoped to be fully-funded by unconfirmed Capital Grants, no provision
is made for the projects in the LTFP

The Darwin City Deal is a 10 year plan that aims to increase inter-governmental co-operation and
service delivery in Darwin. The City of Darwin has partnered with the Federal and Northern Territory
governments, and Charles Darwin University to work together to grow Darwin’s population, boost
tourism, create a more vibrant city centre and support increased investment and business growth.

Key initiatives included in the City Deal include:

A new education and civic precinct, with a new Charles Darwin University city campus that will attract
more international students and bring vibrancy to the CBD

Redeveloping State Square to create a cooler, greener precinct that will provide more space for
outdoor events and festivals, replacing heat-generating car parks.

An Urban Living Lab that will research and develop tropical heat mitigation measures and climate-
appropriate design, in conjunction with the community

Preserving and promoting Larrakia culture through a Larrakia Host program and facilitating a Larrakia
Cultural Centre

The new education precinct development has resulted in City of Darwin recently transferring the land
underpinning the proposed campus site and receiving $14.6 million that will allow for reconstruction
of City of Darwin Civic Centre and consider the relocation of some services to high traffic Darwin

(BD locations.
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1.5 Current
Financial Position

The City of Darwin has continued to deliver high-quality essential services through
some of the most challenging emergency conditions in recent memory.

The COVID-19 global pandemic and Cyclone Marcus in 2018, have left a legacy of challenges that must
be managed, mitigated and overcome. City of Darwin has taken measures to mitigate the challenges that
the community is currently experiencing by waiving or reducing a broad range of fees, levies, rents and
charges. These measures will have a material impact on City of Darwin’s long term budget position and
cash reserves.

In response to the need for recovery activity, City of Darwin have also revised their short-term and
medium-term capital works programs to stimulate economic activity within the community. In FY21
alone City of Darwin have increased their scheduled capital works program by over S50M using a mix
of reserves and increased debt to fund the projects. Despite these challenges and investments, the City
remains in a strong financial position with the LTFP projecting S95M cash balance at 30 June 2021 which
is due to a prudent cash management and capital provisioning strategy.

FINANCIAL DATA FOR 30™ JUNE 2020

Book Value of Assets $985M Cash and Investments $100M

Land 9389M  1ota Debt $SM

Operating Surplus FY21*

Operating Surplus LTFP Av.*

----------------------------------------------- “excludes depreciation:  # 10 Year Average

LTFP Target LTFP FY21 MP FY21

(Forecast) (Forecast)

Operating Surplus before Depreciation $25M - $35M $31M $33M

This indicator is designed to provide information on the result of ordinary operations before
depreciation, which is a non-cash expense. Excluding depreciation gives the amount of operating
income over and above operating expenses that is available to fund capital expenditure. The primary
difference between the LTFP and the MP is depreciation which was forecast at $2M more in MP

This indicator is designed to indicate the extent to which Council is renewing its assets. A ratio of 100% or
more indicates that Council spends at least the amount of depreciation each year on renewing assets. Capital
for replacement and renewal only is divided by anticipated depreciation for the year. Depreciation is an annual
estimated consumption that does not necessarily reflect the renewal spend required each year. The LTFP
forecasts that the Velodrome Capital is only $2.5m due to an adjustment and not $10.5M per the Municipal Plan.

This indicator is designed to measure whether Council can pay its debts as they fall due
expressed as a factor of one. Current assets less restricted reserves / current liabilities



City of Darwin Long Term Financial Plan ‘
Ok

$106.81M = EYEENA EYEXFI)

RATES & ANNUAL FEES &
OPERATING
INCOME CHARGES CHARGES

e o
- $9.46M - $1 91M
cuﬁmﬁ ﬁms : INVESTMENTS &
“.g0  INTEREST REVENUE
L%,

y -.1:"‘, - ‘_ b
- = o )
e e L

e

3; $50.
= MATERIALS & ENPLOVER
= OPERATING |
=2 % EXPENDITURE ,f.a» ! cosTS
s ;—v—’ 7 4
R $16
g 5 BORROWING
- COSTS



()

1.6 Model Assumptions

Approach

The LTFP is a comprehensive ten (10) year three-way financial model. The model
is customisable and incorporates functionality that enables the model to be
progressively updated and used as a progressive strategic tool.

The model starting point is FY21 and this reflects with Municipal Plan (MP) projections where possible as
some MP assumptions have changed where more current information is now available.

Thereafter a detailed FY22 projection is fed into the model which is then extrapolated using various
market driven and internal assumptions to project revenue and expenditure outlooks over the remaining
eight financial years to 2030.

The FY22 budget has been developed from a detailed historical review of all 39 service centres
across Council’s five core departments:

Government Relations & External Affairs
Innovation, Growth & Development Services
Community & Requlatory Services

Corporate & Procurement Services

ok W N =

Engineering & City Services

Four years of historical information was reviewed and analysed for each service. The key objective of this
approach was to:

Make the LTFP assumptions more transparent internally
Enhance the accuracy of the longer term budget assumptions
Identify sustainable cost reductions or budget creep
Normalise one-off operational project expenses

[ N N O R S

Identify longer term performance improvement opportunities

Once complete each service centre budget was reviewed relative to the expectations set in the
Municipal Plan and consolidated into their respective header departments.

The header departments were then reviewed and consolidated into the overall corporate business model
which is presented throughout this LTFP.

The consolidated assumptions are benchmarked against City of Darwin targets and other comparable
local governments and refined where required.

The growth rates applied to the longer term financial years are derived from prudent market
driven assumptions which then influence strategic growth rates adopted throughout such as
required rates growth.



Key Growth Rates and Sensitivities

The primary growth assumptions applied throughout this model are listed below and broadly comply
with the Reserve Bank's targeted inflation rates. No predictive timing assumptions have been applied to
the growth rates, once applied they remain fixed year-on-year for the duration of the model.

Consumer Price Index (CPI) has been set at 2.00% per annum across duration of the LTFP. No CPI
has been applied to the FY21 starting point reflecting the view that CPI in the short-term will be
constrained by the ongoing pandemic economic downturn.

Dwelling Growth has been set at 1.50% per annum based on the statistics published by Australian
Bureau of Statistics and population growth target set under Darwin 2030 Strategic Plan. No dwellings
growth has been provisioned for prior to FY23 reflecting the challenging economic environment in
the Northern Territory, exacerbated by the ongoing pandemic economic downturn and interstate
border restrictions.

Rates Growth is a product of the outcome of the LTFP Council needs to ensure that the organisation
is financially responsible, adequately provisioning to sustain the condition of the assets under
management whilst pursing strategic initiatives promised in their Darwin 2030 Strategic Plan. Council
have acknowledged the challenging economic conditions the community face and set the rates
growth rate in the LTFP in line with CPI increases. No rates increases are modelled in FY21.

Rates Revenue Growth is a sum result of the Dwellings Growth Rate (1.5%) plus the Rates Growth
Rate (2.0%), resulting in a net rates revenue growth of 3.5% per annum from FY23.

Wage Price Index has been set at 2.3% per annum. This annual increment has been set broadly
in line with the post-pandemic economic brief published by Department of Treasury and Finance.

Accelerated CPI has been prudently added to certain high-growth expenses in the LTFP. These
expenses are generally related to utilities and insurance expenses which have historically grown more
than CPI. This growth rate has been set at 4.0% per annum.

Superannuation expenses are set to progressively grow in line with the legislated Super Guarantee
increases. Increases are expected in 0.5% increments between FY23 and FY27. On completion the
Super Guarantee will have increased from 9.5% to 12.0%.

Interest Rates have been set at prudent fixed rates over the duration of the LTFP. No predictive timing
assumptions have been applied. The interest rates applied are:

Interest Income: 1.5% per annum

Interest Expense: 3.0% per annum
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Revenue Assumptions

FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30

Rates Annual Charges $703M  2.0% 35% 35% 3.5% 35% 35% 35% 3.5% 3.5%

Statutory Charges S24M  4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0% 4.0%
User Charges $21.5M  2.0% 2.0% 2.0% 2.0% 2.0% 20% 2.0% 2.0% 2.0%
Operating Grants S95M  2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 20% 2.0% 2.0%

& Contributions

Reimbursements & S0.7M  2.0% 2.00% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0%
Other Revenue

Capital Grants & $12.7M $42M  $3.6M  S4.0M  S4.0M  S4.0M  S4.0M  $4.0M  S4.0M  S4.0M
Contributions

Physical Resources N/A  N/A N/A  N/A  N/A N/A N/A  N/A N/A  N/A
Received Free of Charge

RATES AND ANNUAL CHARGES

Rates and Annual Charges include general rates and domestic waste management fees. Rates and
Annual charges are the principal source of revenue for City of Darwin, representing around 70% of the
total revenue before Capital Grants. Around 60% of rates revenue comes from residential rates payers
and the balance from commercial ratepayers.

As committed in the Municipal Plan, the City of Darwin opted not to increase the general rates for FY21 in
consideration of the COVID-19 pandemic, taking all possible measures to support our people and our city.
Measures taken mean the average general rates of a rateable property in the Darwin municipality are
around $1,829 per average single residential dwelling in FY21.

Annual rate increases are currently planned to be restored from FY22 at a rate of 2.0% per annum, in line
with the consumer price index however no dwellings growth was included for this year. From FY23 the
deemed dwellings growth rate of 1.5% and CPI of 2.0% have been combined to predict rates growth at
3.5% per annum from FY23.

STATUTORY CHARGES

Statutory Charges revenue from all types of statutory services provided by City of Darwin including animal
registration, infringement notices and developer permit fees. Animal control and parking enforcement
services are managed at a net neutral cost position. Developer services operate at a loss and as such
accelerated CPI fee increases are proposed to reduce the net cost associated with providing these services.

USER CHARGES

User Charges are the second largest source of revenue for City of Darwin, representing around 20% of the
total revenue before Capital Grants. User charges include commercial lease income, parking fees, and
commercial waste fees.




Parking revenue is steady year on year and is generated from ten city car park locations. Parking revenue
ordinarily received from the Cavanagh Street carpark provided to CDU as part of the City Deal is expected
to fill capacity in other underutilised car parks allowing parking revenue to hold steady.

Commercial lease income is expected to decline in FY21 due to the provision of COVID-19 support to
struggling tenants. For blue chip nature property locations however, rental income and occupancy is
expected to remain consistent over the duration of the LTFP Commercial tenancies include Pee Wees
on the Point, Mindil Markets, Foreshore Restaurant, Sky City Car Park, Gardens Golf Course and various
Mitchell Street properties.

The Shoal Bay Waste Management Site is undertaking some significant project reinvestment at present
including the Leachate Treatment Plant, Cell Capping Stages 3 & 4, and developing Cells 6, 7 & 8.

In addition to these significant projects, Council are also reviewing opportunities to potentially extend
the effective lives of existing cells to dilute the net capital cost of waste management services. This will
enable Council to consider utilising the operating surpluses of the waste management services to be
reinvested into other strategic projects.

Given the strong demand for these services, User Charges currently provide a good operating surplus to
City of Darwin and the community. As the returns are considered reasonable, only standard CPI increases
are proposed for the duration of the LTFP

OPERATIONAL GRANTS, SUBSIDIES AND CONTRIBUTIONS

City of Darwin historically receives around 4% of its operating revenue from various operational grants.
These operational grants are for the provision of services and are annually approximately as follows;
libraries (51.5M), mosquito control ($150k), park maintenance and road maintenance ($3.8M from
Commonwealth Financial Assistance Grants, general and roads components). These grants are reasonably
consistent year-on year, growing marginally in line with CPI. Historically City of Darwin has received

some non-recurring operational grants however for the purposes of the LTFP, only grants confirmed are
identified in the model. The FY21 forecast includes the $4.0M Northern Territory Government COVID-19
Support per the Municipal Plan. It is assumed that any new operational grants would be offset by
commensurate expenses, resulting in no net financial impact

INVESTMENT INCOME

In accordance with the Council’s investment policy and risk management strategy, City of Darwin invests
funds that are surplus to its current needs. Within the LTFP it is presumed surplus funds will be invested
in a diversified portfolio of term deposits and securities.

With interest rates at historic lows, the Interest rate was prudently set 1.5% per annum for the duration
of the LTFP The LTFP has not sought to speculate on future interest rate volatility.

REIMBURSEMENTS & OTHER REVENUE

City of Darwin receive minor “Other Revenue” from multiple sources including photocopier charges,
street food permits and city decorations. In addition to these minor recurring revenue sources,
historical insurance recoveries have also been posted to this account. The LTFP does not speculate

on insurance recoveries noting that recoveries would be offset by commensurate expenses, resulting
in no net financial impact. Other Revenue assumptions are programed to increase at CPI over the
duration of the LTFP.
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CAPITAL GRANTS & CONTRIBUTIONS

City of Darwin are provided with reqular Capital Grants to fund or subsidise strategic capital projects. These
(apital Grants are uneven regarding amount, timing and frequency over past periods. The Long Term
(apital Plan used to populate the capital expenditure assumptions of the LTFP, only list projects which have
secured or probable funding agreements (i.e. access restricted reserves, unrestricted reserves, debt funding
or Capital Grants). Council consider this to be a prudent way to develop a LTFP for asset sustainability.

An average Capital Grant Income expectation of $4.0M per annum has been used from FY24 onwards and
associated Capital Expenditure is represented in other discretionary asset in the Capital Plan.

Council also highlight that they are in pursuit of a number of Capital Grants to help fund some significant
new strategic infrastructure projects. As these funding agreements are secured the LTFP will be updated
however in principal it is assumed that cash receipts for new Capital Grants would be offset with a capital
outlay on the project. Operationally the impact will be a longer term increase in depreciation which will
result in additional operational surplus requirements to continue to maintain the asset base and comply
with Council's asset sustainability KPI.

Expense Assumptions

FY21 FY22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30

Employee Costs $357M 23% 23% 23% 23% 23% 23% 23% 23% 23%

Materials, Contractors $502M 2.0% 2.0% 2.0% 20% 2.0% 2.0% 20% 2.0% 2.0%
& Other Expenses

Finance COStS/ $0.6M  3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0% 3.0%
Interest Rate

EMPLOYEE COSTS

Employee costs include payment of salary and wages, leave entitlements, superannuation, training
and workers compensation expenditures. Employee costs are the City of Darwin’s most significant fixed
expense representing around 43% of the annual operating expenses.

The LTFP projection for employee costs have been linked to wage price index statistics published by
Department of Treasury and Finance. Employee Costs are expected to increase at a rate of 2.3% per
annum which is above the projected CPI growth rate. The Council is committed to maintain all the
existing service lines and no material change is expected in current workforce and employee working
hours. Notwithstanding, annual review of labour capacity requirements and wages growth rate will be
undertaken, and adjustments will be made accordingly to the employee assumptions.




MATERIALS CONTRACTORS & OTHER EXPENSES

Material, Contractors and other expenses comprises of all the principle expenditures incurred to deliver
City of Darwin's services to the community. It includes all the direct and indirect expenses that are not
included elsewhere, such as domestic waste treatment cost to operational expenses, like insurance,
consultants and marketing costs.

The growth rate for this expenditure is set at 2% based on CPI and no change expected in current service
lines and operational capacity. Although, Council is expecting a decrease in materials and all other overheads
in 2020-21 financial year due to cost control initiatives and strategies arising from the impacts of COVID-19.

FINANCE COSTS

The two components underpinning the finance cost charges include estimated interest rate and projected
borrowing requirements.

All of the current borrowings as at 30 June 2020, being $8.2M, are expected to be repaid over seven
years. In accordance Council’s current borrowing policy, new borrowings are proposed at the interest rate
of 3.00% per annum with an associated loan term to be no longer than the estimated useful life of the
related asset or a maximum of 20 years.

One of the main goals of Council is to keep the external borrowing level at minimum level, whilst not
compromising on the funding requirement of strategic capital projects planned for each financial year.
The LTFP projected that City of Darwin will only need some additional funding in 2021 financial year to
meet the record $71.77 million capital budget in response to COVID-19. New borrowings™ anticipated
are $12.5M for Casuarina Aquatic and Leisure Centre, repaid over 20 years and $13.2M for Shoal Bay,
repaid over 8 years to align with the asset life cycle. For all the remaining periods, Council is confident in
meeting all its operational services and capital projects from own-sourced revenue generated over the
course of the plan.

“ Note - All external borrowings are subject to Ministerial approval per legislative requirements.
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DEPRECIATION

Depreciation is the provision representing the annual consumption or decrease in the value of all the
non-current assets held by the City of Darwin. For the purposes of the LFTP model, depreciation expense is
varied based on the capital expenditure levels and acquisition of new assets over future periods. Estimates
related to the new additions to assets have been identified within the proposed Capital Works Program.

The depreciation rate included in the model is as per Council's Asset Capitalisation Framework and
consistent to the General Purpose Financial Statements. The table below shows the details of the City
of Darwin’s asset classes and useful lives applied to each of them;

Assets Group 2020 Depreciation Useful Life

Land - -

euldngs  S3emilion  doyes
Towportmfestuce | S9Smilon  eDyears
Pottways nfastucte | S2emiion  Soyeers
Sormwoler & Drainage Wfestuctre— S4dmilon | 80years
Publclghtng Ifiastuctoe ———— S24milon 80years
Waste Management & Remedition ~ $3&milon - Syeas
Ponts Equpment  S2miion Syers
Porke Reserves fostuctue | Slemiion | 2Syers
OerAses  Siemlion  dyers
Tota| ..................................................................... $32 7 m |"| on ...........................................
FAIR VALUE ADJUSTMENTS

City of Darwin holds some non-current assets held at fair value and annual review of these valuations are
undertaken to appropriately account for all the adjustments. LTFP did not include any projections related
to fair value adjustments to avoid an inaccurate representation of the City of Darwin’s asset base.




1.7 Capital Assumptions

Capital Works and Infrastructure

The City of Darwin Engineering & City Services Department (E&(S) have developed a ten (10) year Capital
Works Plan (CWP) which considers proposed expenditure requirements for new infrastructure assets,
asset management and maintenance programs and replacement assets. This 10 year plan is not formally
approved by Council and is considered an indicative estimate of capital works requirements into the
future. The cost and timing estimates and assumptions used to support the Capital Works Plan are made
by the Engineering Department on the most recent and accurate available information at the time.

The current year FY21 approved Capital Works Program includes the initiatives as set out in the Municipal
Plan totalling $71.77M adjusted for projects that vary within this financial year due to funding or other
changes as noted below. The projects and highlights are detailed below;

Project Highlights - FY21 Capital Program LTFP FY21 (Forecast) ~ MP FY21 (Forecast)

(asuarina Aquatic and Leisure Centre $25.0M $25.0M

shoal Bay Waste Management s155M S155M
Parks, Pathways, Plant, Art, Stormwater and Lighting so5M $105M
velodome ~ Sasm S105M
v stmolys oM $30M
Bulding and Structures, Tansport ssom S60M
Other Community Events, Economic Development siam S1am
ol s3.7M 1M

The 10 year CWP includes various road, path, waste, recreational and stormwater initiatives with an
average spend of $31M per annum. The years FY24 & FY25 include an allocation for the redevelopment
of the Civic Centre precinct, surrounding site area and library and other public facilities. The projects and
highlights are detailed below;

Project Highlights - FY22-30 Capital Program

Annual FY22 - Roads & Pathways $11.3M, Plant & Equipment (P&E) $3.7M, $26.0M

Annual Y23 - Roads & Pathways $10.6M, PGE $35M, s228M
Shoal Bay Waste $10.5M (FY23,/25)

Annual FY24 - Roads & Pathways $5.7M, PGE $6.9M, Civic Centre $25M (FY24/25) §355M
Annual FY25 - Roads & Pathways $5.8M, Plant & Equipment $4.3M 347M
Annual FY25 - Roads & Pathways $5.8M, 5253M
Annual FY27 - Roads & Pathways $6.4M, PGE $4.3M, Carpark $26M (FY27/28) 343M
Annual FY28 - Roads & Pathways $7.5M, PSE $5.8M, 37.8M

Shoal Bay Waste $10.5M (FY27/29)
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Strategic Projects Prospectus

The City of Darwin has developed a supplementary Strategic Projects Prospectus to provide the public
with an opportunity to contribute to provide feedback on identified projects that are aimed to revitalise
the city and economy. The specific projects discussed in the Prospectus align with the strategic direction
of Darwin 2030: City for People. City of Colour. The Prospectus also serves as a beacon to attract
investment partners to help council deliver the community’s vision.

Six major project projects specifically identified in the Prospectus are:

1. Lameroo Beach to the Waterfront: Darwin Esplanade public space redevelopment, amenity
enhancement and foreshore connection

2. Casuarina Pool: Community and recreation facility redevelopment

3. Vestey’s Beach: Public space enhancement to activate and improve the amenity of this area
with potential public, private partnership development

4. Darwin’s Smart Northern Suburbs: Expansion of smart city technology deployment to the
Northern Suburbs

5. Service Commercialisation Opportunities: Including waste management, property, car parking
and streetlight assets

6. Renewable Energy Hubs: Incorporating solar and waste to energy technologies

In addition to the projects listed above, Council are in active discussions with the Federal and Territory
Governments about number of significant projects outlined in the 2015 Darwin City Centre Master plan.

Reserves

In accordance with the Council adopted Financial Reserves Policy the LTFP considers the alignment

of Council’s financial strategy to allow for an equitable distribution of the costs of establishing and
maintaining assets and services between current and future rate payers. Cash back reserves have been
calculated with the net increase or decrease shown as a transfer to or from reserves. The result from the
statement of cashflows must be sufficient to cover any net transfer from cash backed reserves during
the year. Reserves are also subject to external legislative restrictions and other reserves are “internally
restricted” and created for a particular purpose by resolution of Council.




1.8 Forecast Key
Financial Statements

The LTFP and the assumptions and projections used within are supported by a
resulting suite of financial statements covering the 10 year period FY21 to FY30.

The financial suite of documents used to support the LTFP includes

(a) Forecast Statement of Comprehensive Income FY2021-FY2030 (Profit and Loss)

This statement outlines all Council’s sources of income, including Capital Grants and contributions and
all operating expenses, including depreciation. This statement does not include capital expenditure.

The net operating result for each year is calculated as total operating income less total operating
expenses. The result is then shown as a surplus or a (deficit) and is a measure of Council's
performance.

(b) Forecast Funding Summary FY2021-FY2030

This is a forecast summary starting with the operating surplus or (deficit) from each year and adding
back depreciation being a non-cash item. The summary considers other funding inflows and outflows
to display a net cash result which is then managed via the reserves to ensure that Council maintains
appropriate funding levels to support activities.

(c) Forecast Statement of Financial Position FY2021-FY2030 (Balance Sheet)

The Statement of Financial Position details what Council owns (assets) and what it owes (liabilities)
at a given point in time. Council’s net worth is determined by deducting total liabilities from total
assets, which results in Equity.

(d) Forecast Statement of Cash Flows FY2021-FY2030 (Cash Flow)

The Statement of Cash Flows summaries the actual flows of cash for each year and explains the
change in cash balance held from the start of the year to the end of the year. The report shows
where Council has received cash from and what it has then spent it on.

(e) Forecast Statement of Reserves FY2021-FY2030 (Reserves)

The Statement of Reserves details Council’s reserve balances at the start of each year and the end

of each year. Reserves are cash backed assets and investments and the statement indicates which
reserves are classified as internally or externally restricted. Reserves are generally held to provide for
future upgrade or provision of new infrastructure and assets.
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1.9 Key Ratios
and Benchmarring

City of Darwin has a strategy in place to have a robust financial planning,
performance measuring and reporting framework to identify potential risks in
timely manner, choose appropriate risk mitigation plans and to keep track of all the
adopted strategies.

This approach helps to ensure the long term financial sustainability of Council and provide performance
measuring framewaork that meets our five strategic directions. There are number of key performance
indicators used to measure financial sustainability.

The key performance measures and benchmark adopted for the purposes of LTFP are based on City of
Darwin long-term strategic goals and in line with Local Government Sustainability Objectives and industry
trends. Council aims to reports its performance against these indicators in future Annual Reports, and has
adopted the following measures as the principle indicators of financial sustainability:

Operating Surplus or Deficit (Net Profit)

Operating Surplus before Depreciation

Rates Ratio / Own Source Operating Revenue Ratio
Percentage of Rate Debtors Outstanding

Liquidity Ratio - Unrestricted

Asset Sustainability Ratio

The table on Page 32 provides the definition and the adopted benchmarks for each respective KPI
used to measure Council financial sustainability over the life of LTFP. The first three KPIs are measure of
profitability and effectiveness of operations, the next two measures Council liquidity and indebtedness
position and last one is measure of Council asset management performance.




Key Performance Indicator Definition Benchmark

Operating Surplus or Total operating revenue less Breakeven
Deficit (net Profit) the operational expenses of
Council for the financial year.

Operating Surplus The amount of operating income less Between
before Depreciation the operating expenses (excluding $25 10 $35m
depreciation) that is available
to fund capital expenditure.

Rates Ratio / Own Source Total rates revenue / operating Benchmark

Revenue Ratio expenses, including depreciation 60%-70%

Percentage of Rate Outstanding Rates Balance at year end / Less than <5%

Debtors Outstanding Total Rates Revenue in the financial year.

Liquidity Ratio — Unrestricted Current assets less externally restricted Benchmark
reserves / Current liabilities. 1.5 or higher

Asset Sustainability Ratio Capital Expenditure on renewal and 100.00%

replacement plant and equipment
and infrastructure assets / Annual
Depreciation in that financial year.




(a) Profitability
OPERATING SURPLUS OR DEFICIT
A broadly used core key performance measure of financial sustainability in the sector, this ratio essentially

measures a council's operating result in monetary terms.
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The first year of the LTFP forecasts an operating surplus which is above the benchmark indicator. However,
over the next four periods, from FY22 to FY25, a series of operating deficits are forecast. These deficits
reflect the City of Darwin's commitment to deliver a number of strategic infrastructure projects by
2026. This boosting of capital investment in new assets and the corresponding resultant depreciation is
contributing to this deficit position. Annual surplus forecasts return and continue from FY26 to FY30. This
indicator should be considered in conjunction with the next KPI which provides a summary of Council
performance from an operational point of view.

OPERATING SURPLUS OR DEFICIT BEFORE DEPRECIATION

Operating surplus excluding depreciation provides true reflection of the City of Darwin effectiveness in
sustaining enough operating surplus to meet forecasted capital expenditure and asset acquisition programs.
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All years within the Plan are expected to remain within the benchmark with operating surplus
exceeding the benchmark range in last financial year. This trend supports the Council’s advocacy for
continuous financial sustainability growth by maintaining stabilised operating surplus to fund planned
capital and operational strategic projects throughout the period.



@

RATES RATIO / OWN SOURCE REVENUE RATIO

This KPI measure degree of City of Darwin reliance on external funding sources such as operating grants
and contributions. Own Source Revenue refers to Council's ability to cover its day to day expenses through
its own rates and other charges.
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The City of Darwin will continue to focus on strategy to reduce reliance on external sources of funding
and strengthen its own recurring revenue base to able to make sound capital investments in line with
Council’s strategic pillars. The ratio may be impacted by contingent capital receipts which are not included
in the model due uncertainty evolving around timing and amount of those funding.

(b) Liquidity and Debt Position
PERCENTAGE OF RATE DEBTORS OUTSTANDING

This ratio helps to assess the Council competency and recovery efforts in relation to debts legally owed to
it. Council aims to maintain outstanding debt at the end of each financial period below 5% to minimise
the impact of uncollected rates on liquidity.
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Apart from 2020 financial year, outstanding rates are expected to remain well under the benchmark which
is in line with Council past performance and strong controls in place for rates recovery. Outstanding rates
are expected to remain well under the 5% benchmark for the FY21 to FY30 period. This trend correlates to
historical Council performance and considers the robust internal controls that exist for rates recovery.




LIQUIDITY RATIO - UNRESTRICTED

Liquidity Ratio - Unrestricted ratio is predominantly used by local government organization to assess the
sustainability of working capital and measuring Council’s ability to meet its short term financial obligations

as they fall due.
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Council's unrestricted liquidity ratio is expected to remain considerably strong throughout the LTFP period.
This reflects the maintenance of cash reserves to meet forecast demand for strategic projects and
navigate uncertain economic challenges, such as COVID-19. The Council ensures in its” planning process
that all excess cash reserves are invested within diversified short to longer term deposits and securities,
which generates interest income, whilst meeting all legislative requirements.

(c) Asset Performance
ASSET SUSTAINABILITY RATIO

Asset sustainability ratio is one of the most used performance measurement tools to assess Council
efforts in renewal and maintenance of its infrastructure and non-current assets.
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The adopted benchmark for this ratio is 100% which indicates a level of capital replenishment equal to
the depreciation amount which represents Council’s consumption of non-current assets. The sustainability
ratio remains below the benchmark level in the LTFP however Council continually reviews its Capital
Works program and formally adopts initiatives on an annual basis via the budgetary process. Council’s
focus continues to ensure that adequate investment in made in strategic projects and capital programs to
meet existing maintenance requirements and to achieve sustainable growth in the overall asset base.
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