Community Budget Report 2020 - 2021

INTRODUCTION

The primary focus of the 2020-21 budget has been focused on consolidation and responsible long-term financial
sustainability while striving to deliver the best possible levels of service delivery for our community. This has included
improving the alignment with the goals and strategies of the Livingstone 2050 Community Plan, undertaking a community
engagement exercise on budget priorities, and Councillors working with officers through a series of thirteen (13) budget
workshops on every facet of the budget.

Given the challenges our community has faced over the last seven (7) years, including the impacts of several major
disaster events and the global coronavirus (COVID-19) pandemic, it has made it more important than ever that Livingstone
Shire Council’s 2020-21 is a responsible budget that ensures there is adequate revenue to fund expenditure that meets the
needs of our community and also supports them through these difficult times.

In bringing down this budget it is appropriate to reflect on the necessary and deliberate strategies of previous budgets.
Those strategies were focused on regaining the Shire's economic momentum lost through the forced amalgamation
process, meeting the significant cost burden imposed on our community in regaining our independence and the
subsequent imperatives of reconstruction to existing and major new infrastructure following Tropical Cyclone Marcia.
Council has remained mindful of the challenges the community have had to face with bushfires, coronavirus pandemic and
other increases in the general cost of living.

Council already had in place and through this budget continues to provide measures to support the community such as:

* Maintaining the maximum $300 rebate for pensioners and eligible concession card holders

* 35-days to obtain 10% early payment discount on general rates and water, sewerage and waste utility charges

 Additional payment options and financial hardship policies

* Reducing the amount charged on inferest on overdue rafes and charges charged to 7% which is 1.53% less than the
prescribed amount’

* Rates, rebates & remissions for a not-for-profit and charitable organisation

* Providing twelve (12) waste disposal vouchers per rateable assessment

For the 2020-21 budget an average 2% overall increase in rates and utiliies revenue has been implemented. This is in line
with the Consumer Price Index (CPI) figure for March 2020 at 2.2%. The effect of the Department of Natural Resources,
Mines and Energy (DNRME) recently issued valuations will apply from 1 July 2020. This will mean that although Council

is only collecting 1.3% more in general rate revenue upon existing properties, the impact on individual ratepayers will be
influenced by the change in valuation. The below table identifies the impact on different categories of ratepayers. The maijority
of ratepayers will see an increase of $100 or less on their general rate and utility charges (before discount) in 2020-21.
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Table 1 - % of Ratepayer increase by category

!'The prescribed amount from 1 July 2020 sets the maximum interest rate of 8.53 per cent.
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Council has refained the 10% discount if rates are paid within 35 days and has increased payment options for those
experiencing financial hardship at this fime. The non-owner occupied rating categories have also been removed fo further
assist our community.

The long-term financial forecast has been developed to assist Council in adopting a budget within a prudent, longer
term financial framework. The key objective of the forecast is to achieve and maintain financial sustainability, whilst
still achieving the community’s goals in line with the Livingstone Community Plan: Towards 2050 and expressed in the

Corporate Plan 2030.

The long-term financial forecast indicates budget surpluses for the entire forecast period, which is underpinned by
increases in rafes fo be no more than inflation to finance operating cosfs associated with maintaining assets used for the
delivery of services for a growing community. Council has moved to establish discipline around capital expenditure that
makes it very clear as to the costs and benefits of making the investment into long term assets. This means Council has clear
processes to ensure projects are strategically selected, categorised, scaled and successfully managed to deliver on time
and on budget. Council aligns capital renewal requirements with accurate and up to date information.

The required investment and intervention strategies as documented in our asset management plans ensure the Shire’s
assets confinue fo achieve the adopted service levels at the most economical whole of life cost. Capital expenditure
of approximately $301.4 million over the forecast period which is predominately funded by operational surpluses,
grant funding from State and Commonwealth governments, capital contributions from property developments and one
borrowing of $2.0million in year 2024-25 for the expansion of the Yeppoon Landfill.

BUDGET AT A GLANCE

The 2020-21 budget has been developed to ensure long term financial sustainability for the Livingstone Shire Council.
The 2020-21 total budget is $136.8 million of which $41.5 million will be invested in delivering infrasfructure needed to
facilitate future growth and maintain the existing asset base. Some significant highlights of the budget are:

* Balanced budget with a marginal operating surplus of $341,000

* Removal of the non-owner occupied rating categories

* Maintaining $300 maximum pensioner rebate

* Continuing commitment to ongoing community grant program of $400,000

*  $41.5 million investment in existing and new infrastructure

* No new loan borrowings with a $5.3million reduction in loans continuing the focus on debt reduction
* Healthy cash balance forecast

* No reduction in current service levels for all Council services except where directed by the national cabinet and
State Government as a result of COVID-19

FINANCIAL STATEMENTS

The following budgeted financial statements have been prepared in accordance with legislative requirements and

reflect the budget for the 2020-21 financial year and the next two (2) financial years. The following report also contains
information on the Long-Term Financial Forecast and demonstrates Council’s ability to manage ifs challenges over the long
term by maintaining liquidity, adequate servicing capacity and a reasonable level of financial flexibility.
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Financial Statements contained within this report include:

* Statement of Income and Expenses - presents Council's revenues (where the money comes from) and
expenses (where the money is spent)

* Statement of Financial Position - identifies the predicted financial position of Council including assets
(what we own), liabilities (what we owe) and equity (our net worth)

* Statement of Cash Flows - reports how revenue received and expenses paid impact Council's cash balances
* Statement of Changes in Equity - reports changes to equity (Council’s assets net of liabilities)

* Measures of Financial Sustainability- key financial indicators that measure Council's financial performance

Operating Result

Figure 1 - Operating Result, demonstrates that Council is on track to deliver an operational surplus of $341,000, and
despite LSC forecasting a lower surplus for the current financial year as a result of COVID-19, the long-term outlook

is strong operating surpluses in all future years. This is primarily a result of increasing revenue by maximising growth
opportunities, and opfimising operating expenses, any operating surpluses achieved are used to fund capital expenditure.

Rates increases for the forecast period are predicted to remain in line with CPI (March quarter) and will be reviewed
annually against forecasted expenditure and economic conditions.
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Operating Revenue - Where our money comes from

Figure 2 - Operating Revenue 2020-21 indicates that 81% of Council's operating revenue is generated from rates and
charges and around 5% is received from user fees & charges. It is important to note that Livingstone Shire Council does
not rely heavily on funds from other tiers of government and actively seeks other revenue sources. Livingstone Shire Councll
also maximises investment earnings fo supplement ifs core sources of revenue.

Livingstone's sources of revenue are shown below:

Rental & Other Income 1%

Interest Revenue 1%
o /
Utility Charges
81% ‘

Sales — Contracts &
Recoverable Works 5%

Fees & Charges 5%

Operational Grants &
Subsidies 7%

Figure 2 - Operating Revenue 2020-21

Livingstone's total operating revenue of $95.5 million is forecast to be received in 2020-21.
This is primarily broken down by:

NET RATES AND UTILITY CHARGES - $77.8 MILLION
Total budgeted rates and utility charges for the year is $84.5 million with estimated discounts and remissions of

$6.7 million.

The increase in revenue from 2019-20 is a combination of the natural growth in assessments, changes in categorisation,
changes in rating categories, valuation adjustments, and the general increase to the minimum charges and rates in the
dollar and other charges applied by Council. An average residential property will see a combined increase of all rates
and charges of 1.69% which equates to approximately $70.36 for the year.

Full details of Council's rates and utility charges are outlined in Council's Revenue Statement.

FEES AND CHARGES - $4.5 MILLION

Budgeted fees and charges are $4.5 million which is $129,000 less than the estimated position for the previous financial
year. A conservative approach has been taken to estimating the level of activity within the region, and the impact of
COVID-19 on user pay services. This will be monitored throughout the year and updated as part of the regular budget
review process.

SALES, CONTRACT AND RECOVERABLE WORKS - $4.3 MILLION

General recoverable works have been increased based on known contracting opportunities and the level of Council's
infrastructure workloads. This line item also includes accounting adjustments required for the sale of land at the Gateway
Business and Industry Park.
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OPERATING GRANTS AND SUBSIDIES - $71 MILLION

The maijority of the remaining grant funding relates to the Commonwealth Government's financial assistance grant
estimated at $4.2 million and other minor grants and subsidies received for community support and development
programs, libraries, youth programs, Regional Arts Development Fund and fuel tax credits.

INTEREST RECEIVED - $0.9 MILLION

Interest from investments will be approximately $10,000 less estimated 2019-20 financial position due to changes in the
fiming of capital works cash flows and a reduction in overall operating cash flows. The farget investment refurn is 1.25%
which is reflective of the current average investment rate on Council’s term deposits.

Operating Expenditure - where our money is spent

Operating expenses are split into four main categories shown in Figure 3 - Operating Expenses 2020-21. Materials and
Services, together with Employee Benefits constitute 72% of Livingstone's forecasted operational expenditure for 2020-21.
significant operating expense is depreciation which makes up 23% of Council expenses.

External Loan
Interest Expense 4%
Finance Costs 0%

Other Operating Expenses 1%

Depreciation &
Amortisation 23%

Materials and
Services 37%

Total operating expenses are forecast to be $95.2 million for 2020-21 and are made up of the following:

EMPLOYEE BENEFITS - $33.3 MILLION

Employee benefits represent the operational employee costs, including Councillors remuneration and includes all
employee related expenditure including items such as superannuation, fringe benefits tax, training, and worker’s
compensation insurance.

Employee costs have been increased by $2.4 million to $33.3 million in the 2020-21 Budget. The increase is related to a
reduction in capitalised employee expenses with a corresponding increase in private and contract works, recruitment for
vacant positions, accounting adjustments to leave provisions and administrative increases paid to all award employees. As
with previous years, the Capital Works Program has a significant day labour component. The operating budget assumes
the capital program will be completed as planned.

There have been no increases in 2020-21 to established workforce numbers in an effort to minimise costs and still maintain
appropriate service levels during this difficult financial period.
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MATERIALS AND SERVICES - $34.7 MILLION

The major expenses categories for materials and services relafe to contract costs for waste disposal and collection of
approximately $4.4 million, bulk water purchases of $4.4 million and external contractors to support the maintenance of
council roads, parks and buildings $2.1 million. Consultant costs are budgeted at approximately $3.7 million. Electricity,
fuel and insurance amount to a total of $4.9 million.

Council strongly supports locally owned and operated businesses, including those with an office or brand in our region.
Livingstone Shire Council's Procurement Policy is underpinned by the principle of supporting local business therefore,
leading to significant investment in the regional economy. In 2019-20 expenditure with businesses located within the shire
boundaries was 26% of all expenditure (excluding salaries & wages).

EXTERNAL LOAN INTEREST EXPENSE $3.6 MILLION
These finance costs pertain to the interest on Council’s loans from Queensland Treasury Corporation. Finance cosfs have
decreased by $0.3 million as Council continues to pay down existing debt and no new borrowings are expected until

2024-25.

Council's debt is forecast to reduce from $75.5 million to $11.9 million at the end of 2029-30. This assumes an additional
borrowing estimated for 2024-25 of $2.0 million for an additional cell at the Yeppoon Landfill.

DEPRECIATION $22.2 MILLION

Depreciation represents the decline in value of assefs. This is impacted by age, condition, and disposal of existing assets,
as well as the purchase and construction of new assets. There may be some change in this line item during the year as the
ongoing reviews of Council Asset Management Plans, asset replacement values and useful lives are complefed.

Figure 4- Operational Expenditure by Service segments Livingstone's operating expenditure by service delivery area.

Liveability &
Wellbeing

The level of Livingstone's expenditure is monitored continually throughout the year. Detailed estimates are prepared at the
beginning of each financial year and performance is measured against these estimates through regular budget reviews,
ensuring funds are utilised as efficiently and effectively as possible.
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Capital Works Program

Livingstone manages a very diverse range of infrastructure assets with a value close to $1.0 billion. These assets cover
categories such as land, buildings & faciliies, plant & equipment, roads & drainage, bridge, water, sewerage and waste.
Council is responsible for the construction, upgrade and renewal of these assets through its Capital Works Program.
Livingstone forecasts to spend $41.5m on capital projects (excluding contributed assets) during the year.

Figure 5 - Capital Expenditure by Asset Class provides a breakdown of forecast capital works for the 2020-21 financial year.

Buildings 7%

Plant & Equipment 6%

Sewerage 18%

Water 7%

The amount of capital expenditure for 2020-21 allows Council to address community priority needs and requires no
additional borrowings (with forecasted borrowings actually reducing by $5.3 million). Of this amount $15.6 million will be
spent on renewing our existing assets and $25.9 million on new assets. State and Federal Governments provided funding
to Council to the value of $22.5 million for capital projects in 2020-21. Maijor projects planned for 2020-21 include:

* $5.1 million towards the upgrade of Stanage Bay Road

* $3.0 million on the installation of solar panels and battery storage at the Yeppoon Sewerage Treatment Plant Upgrade
* $2.5 million to continue the upgrade of the Yeppoon Water Recycling System

* $2.3 million to the upgrade of Greenlakes Road

* $1.9 million on the construction of a resource recovery area at the Yeppoon Landfill

* $1.6 million to construct new art galleries at Emu Park and extend the existing Mill Gallery in Yeppoon

4 million on renewal of unsealed gravel roads

.2 million to complete the Taranganba State School bus set down area

|
|
|
1.0 million on Stage 2 of the Adelaide Park Road Upgrade
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The main sources of capital funding are grants and subsidies of $22.5 million, internal sources of $18.0 million, and
application of contributions from developers of $1.0 million.

These funding sources will be used for the construction or acquisition of assets worth $41.5 million and loan principal
repayments of $5.3 million.

The 2020-21 budget includes the adoption of a 10-year forecast Capital Works Program. This represents an investment
of almost $301.4million in community infrastructure assets, establishing a platform for regional growth and providing a
substantial boost to local economic activity.
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Figure 6 - 10 Year Indicative Capital Works Program by Asset Class

The ten-year Capital Program takes info account projected regional growth, better utilisation of assets as well as the
ageing of the assets and the need to renew.
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Figure 7 - 10 Year Indicative Capital Works Program (Renewal & New)
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Statement of Financial Position
The statement of financial position measures what Livingstone Shire Council owns and owes to relevant stakeholders.

The result of these two components determines the net wealth of the community.

The community’s net worth (what we own less what we owe) is forecast to be approximately $976.9 million at the end

of 2020-21.

CASH

Council invests surplus funds throughout the year in low risk, short term investments in accordance with Council’s Investment
Policy and regulatory guidelines. Livingstone's short and long-term cash flows indicated that sufficient cash is available to
meet recurring activities and capital expenditure. The cash position at the end of the ten-year period is sufficient to operate
and allow for $301.4 million spend of capital in that period. The capital projects in the latter half of the forecast period
require more defailed analysis and scoping prior to delivery.

Figure 8 - Forecast cash balances illustrates healthy balances that exceed the minimum target of $20m across the ten year period
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DEBT
Borrowing for long term assets is an effective way of spreading the cost of community infrastructure over the life of the

assefs in such a way that those deriving a benefit from the investment pay for it as it is being used.

With no new borrowings forecast in the 2020-21 financial year, Council's debt continues to reduce by $5.3m. Over the
last three (3) years, Council's debt has reduced by $9.8 million and continues to reduce over the forecast period.

Figure @ - Forecast Debt Balance illustrates debt balances for each of the financial years across the ten year forecast period.
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In summary, over the life of the forecast period, LSC maintains strong liquidity and adequate debt servicing capacity
resulting in adequate levels of financial flexibility.

KEY MEASURES OF FINANCIAL SUSTAINABILITY

The Queensland Government defines a sustainable local government as being ‘able to maintain ifs financial capital
and infrastructure capital over the long term’ (Local Government Act 2009, section 104(2)). To ensure the Councll
continues along the path of financial sustainability into the future, key long-term strategic plans are developed and
integrated, demonstrating a strategy is in place to manage the financial implications of its long-term planning.

The three financial sustainability measures cover the period of the annual budget plus the next nine () financial years
(ten (10) years in total). The benchmark indicated in each graph are sourced from the "Financial Management
(Sustainability) Guideline 2013" which is available from the website of The Department of Local Government, Racing and
Multicultural Affairs.

e
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ASSET SUSTAINABILITY RATIO
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Description Description

Description

Demonstrates the extent to which the
infrastructure assets managed by Capital expenditure on replacement Greater than Q0%

Council are being replaced as they assets/depreciation expense (on average over the long term)

reach the end of their useful lives.

Commentary

Capital expenditure can broadly be classified as New (building something entirely new) or Renewal (replacing an old
assef with a new one). This raftio measures how much capital expenditure goes toward replacing existing assets each
year when divided by depreciation expense. The ten (10) year forecast indicates Council is expecting to achieve the
farget ratio in only one of the ten (10) forecast years.
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Description

Demonstrates the extent to which the
net financial liabilities of Council can
be serviced by ifs operating revenues.

Commentary

Total Liabilities less Current Asset

Description

Operating Revenue

Council is forecasting to achieve this ratio in all financial years during the ten year (10) forecast period.

Description

Not greater than 60%
(on average over the long term)

NET FINANCIAL LIABILITIES RATIO
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2027-28
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Description

Demonstrates the extent to which
revenues raised cover operational
expenses only or are available
for capital funding purposes or
other purposes

Description

Net operating surplus/(deficit)
Operating Revenue

Council is forecasting a positive (greater than 0%) operating surplus ratfio in all ten (10) years in the forecast period. A
positive ratio indicates that recurring operating revenue exceeds recurring operating expenses and this assists in funding
capital expenditure. This can result in less reliance on borrowing money to fund capital expenditure and thus reduces
Council debt. The positive operating surplus ration of Council for each of the ten (10) years in the the forecast period is
a very strong indicator of long term sustainability.

Description

Between O & 10%

(on average over the long term)
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Appendix A - Guiding Principles

Council is required fo raise an appropriate amount of revenue to maintain assets and provide services to the Shire as a
whole. Council adheres to the following budget principles to underpin the development of the annual budget.

Accountability

Council will be honest and accountable in all aspects of the budget process, meeting the community's expectations of
fransparency and openness with a reporting framework that supports and enhances this. Councillors all own and are
accountable for the budget and its implementation.

Strategic Approach
Council will maintain a strategic approach to the delivery of all Council services and capital works programmes. Council
will align Council's budget with the Livingstone 2050 Community Plan themes, goals and strategies.

Sustainable Financial and Asset Management Planning

A 10-year Llong Term Financial Plan and 10-year Llong Term Asset Management Plans will inform the delivery and
achievement of Council’s long-term strategic objectives in a sustainable manner. All programmes will be regularly
reviewed fo ensure they fit within the Council’s financial framework. Consideration is given fo the relevance of
Council's financial sustainability ratios given predicted growth and the relative newness of Council's asset base.
Council's asset sustainability will focus on ensuring renewals identified as part of Asset Management Plans are
included in the capital program.

Realistic Budgeting and Timely Reporting

All budget figures will be realistic and based on the best available information at the time of budget preparation. Material
variances will be reported to Council and the Community as they are discovered to enable Council to amend the budget
and/or service delivery accordingly.

Regular updates are provided to Councillors in relation to major Capital Projects which are experiencing pressure to stay
within budget or remain on schedule.

Quarterly budget reviews are to be presented to Council for review and consideration. The CEO meets with each
Portfolio three (3) times per year to discuss operating and capital budget performance.

Meet Long Term Liabilities
Fach budget will be fully funded, reconciled and prepared on an accrual basis. Adequate provisions will be made to
reflect Council's long-term liabilities and appropriate funding is in place for infrastructure renewal as it falls due.

Council will ensure that the internal capital reserves and provisions will be fully funded by cash within the forecast period.

Cash Management
Cash will be maintained af three (3) months of operating costs plus fully funded reserves within the forecast period.

Affordable Rates Increases
Rates increases will be sef af an “affordable” level having regard to the Corporate Plan and its social, environmental,
economic and financial objectives, balanced against the community’s ability to pay.
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Avoid Cost Shifting

Council will resist pressure to accept cost shifting from other levels of government.

Asset Sales
The operational budget will be structured such that there is no reliance on asset sales to fund core services and net
proceeds from asset sales are transferred to reserves for capital strategic purposes.

Borrowings
Council will consider borrowings a financial funding last resort and only as a tool fo be used in a strategic perspective fo
achieve the provision of services to the community.

Council will commit to funding all capital renewal projects from operating cash flows and borrow only for new or
upgrade capital projects, having regard to sound financial management principles and giving consideration to infer-
generational equity for the funding of long-term infrastructure projects.

Borrowings for infrastructure that provides a return on assets will generally take priority over borrowing for other assets.

Prior to undertaking any borrowing, Council shall assess its capacity to repay the loan, to ensure that the community is not
burdened with unnecessary risk and rate/charge increases.

All borrowings will be considered in line with Council's Long-Term Financial Plan.

Financial Control
Council commits to ensuring that financial and other resources under Council's control will be used only for approved
purposes and within Council’s strategic framework and that all risks to Council's finances are properly managed.

Project Governance

All projects will be managed in accordance with the Project Management Framework. This framework assists in preparing
evaluations concerning the acquisition, maintenance, or improvement of significant assets. This requirement results in the
appropriate due diligence over costs and assessment of alternatives.

The Project Management Framework has been written to provide guidance on the common steps which apply in the
methodology of Project Management. The aim is to establish a common framework for the management of projects,
programs and the portfolio. A level of control and commonality is required for reporting and benchmarking.

Frameworks can vary in detail from organisation to organisation but critical to the success is the freedom given fo the
project and senior managers to adapt the phases to suit the size and complexity of the project they are managing.
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Appendix B - Assumptions

The Budget and Long-Term Financial Forecast takes info account the 2020-21 Budget as a base and adjusts the forward
years through a combination of specified organisation changes forecast as well as various assumptions throughout the life
of the forecast period.

While a number of detailed assumptions are made throughout the modelling of the long-term financial forecast, the below
table provides a guide to some of the key assumptions used throughout the life of the forecast period.

REVENUE COMMENT

General Rates 3% increase from total budgeted revenue 19,/20 (including 1% growth).
Removal of non-owner occupied rating categories.
Nominal CPl increases ranging from 2.0% to 2.4% over the life of the forecast.

Utility Charges Projected at 2.0% for the first year and then nominal CPl increases ranging from
2.0% to 2.4% over the life of the forecast.

Separate Charges Road Network Levy - projected at 1.96% for the first year and then nominal CPI
ranging from 2.0% to 2.4% over the life of the forecast.

Environment Llevy — $1 increase to $66 per rateable assessment for the first year and
then nominal CPI ranging from 2.0% to 2.4% over the life of the forecast.

Disaster Response levy — $1 increase to $26 per rateable assessment for the first
year and then nominal CPI ranging from 2.0% to 2.4% over the life of the forecast.

Fees and Charges Projected at 1.9% with nominal CPlincreases ranging from 2.0% to 2.4% over the life
of the forecast.

EXPENSE ITEMS COMMENT

Staff Wages and Salaries Forecast as per certified agreements, then, and then nominal CPl increases ranging
from 2.2% and 2.4% for the remaining years.

Councillor Remuneration 0% increase in remuneration for 2020-21 then nominal CPl increases over the
period of the financial forecast.

Materials and Services Projected at 1% (growth) above CCI (1.88%) over the life of the forecast.

OTHER ITEMS COMMENT

CPI Rate Applied (CPI) Ranging from 2.0% to 2.4% over the life of the forecast.
March 2020 CPI 2.2%.

Council Cost Index LGAQ Council Cost Index 2020 is a composite index collated to represent the
average cost increases experienced by councils over the previous 12 months

(Dec to Dec quarters). The LGAQ CCI 2020 was 1.88%.

Revaluation of Assets Asset values increased by 5% every five (5] years.
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Appendix C - 10-Year Indicative Capital Works Program
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