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MESSAGE FROM THE MAYOR

F 7 | am pleased to present Murrindindi Shire Council’s updated
2009-2013 Council Plan.

This plan is a guide to Council’s vision, direction, priorities
and actions for the current Council term. It has been updated
to reflect our work over the past 12 months and sets the
direction for 2011/12.

Our plan is a charter between the Council, Murrindindi Shire
Council staff and our community.

Council is proud of its record during the past 12 months.
There were enormous challenges set throughout the
reconstruction and recovery efforts following the February
2009 bushfires.

In trying circumstances, our Council and staff have continued
to work tirelessly in the aftermath of the February 2009 fires. They have shown strength,
compassion and an unbelievable resolve to the rebuilding and recovery process.

Across 2011/12 there is still a significant recovery focus, but our attention firmly turns to
day-to-day Council operations. We will enhance our service delivery, support business and
continue to show our leadership strength by dealing with the state and federal government
to get the best results for our shire.

Our updated plan aligns with Council’s policies, strategies, budget and other corporate
documents.

It is no easy task in developing a Council Plan. We have many challenges in an effort to
support our diverse and wide-spread shire.

We have taken into account the need to support our business community, the continued
focus on major infrastructure maintenance and upgrades, and those essential community
services that are vital in assisting an ageing population.

Over the next 12 months | believe the Council has set high expectations that will be realised
for the betterment of our shire.

Peter Beales
Mayor
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MURRINDINDI PROFILE

THE PLACE

The Shire of Murrindindi is located north east of Melbourne’s urban fringe and encompasses
large areas of quality agricultural land and timbered public land. Murrindindi is one of
Melbourne’s closest natural playgrounds with beautiful national parks and state forests, the

majestic Goulburn River and the expansive Lake Eildon.

Extending over an area of just under 4,000sq kilometres, 48 percent of the shire is crown land.
Murrindindi is characterised by many small towns including Acheron, Alexandra, Buxton,
Cathkin, Castella, Eildon, Flowerdale, Glenburn, Gobur, Highlands, Homewood, Kanumbra,
Kinglake, Kinglake West, Koriella, Limestone, Marysville, Molesworth, Murrindindi, Narbethong,

Rubicon, Strath Creek, Taggerty, Terip Terip, Thornton, Toolangi, Woodbourne, Yarck and Yea.

The Murrindindi Shire boasts more than 2000 square kilometres of prime forest, pristine
waterways, Melbourne’s closest alpine resort at Lake Mountain, Lake Eildon and the national

park which surrounds it, and a friendly and welcoming population

THE FEBRUARY 2009 FIRES
On 7 February 2009 fires burned a large portion of Victoria, nowhere more severely than the

Shire of Murrindindi. The destruction in Murrindindi was enormous; 1,539 square kilometres or
40 percent of shire area was burned, 95 people died, 1,397 dwellings were lost, 75 businesses
destroyed, 25 community facilities damaged or lost and 3,533kms of fencing destroyed. More
than 126,000 ha of forested area burnt in the Kilmore East - Murrindindi Complex North Fire

Zone.

Since the fires, Council and community members have been working tirelessly on the recovery
effort. Key Council achievements from the first year are detailed in the Councils “12 Months On”
report, and in the past twelve months there has been considerable effort in finalising Council’s
response to the Victorian Bushfires Royal Commission findings and finalising the Murrindindi

Reform and Recovery Plan.

Council has worked closely with the state government to secure resources for continuing
recovery activity. The focus of recovery efforts will be detailed in the Reform and Recovery Plan

recently completed. This plan will complement and have strong links with this Council Plan.
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THE PEOPLE

Prior to the February 2009 fires, the majority (57 per cent) of residents lived in the major towns,
with 43 per cent of all residents living in rural areas or smaller towns. With the loss of so many

homes, many residents were displaced with estimates suggesting a fall of seven per cent in the
Shire’s population (ABS). Accurate figures on population and analysis of displacement will not

be available until after the 2011 census.

EMPLOYMENT

Traditionally the largest employers of residents in Murrindindi are (percent):

. Agriculture, forestry and fishing (12) . Accommodation & food services (9)

. Manufacturing (10) . Education and training (9)

. Health care and social assistance (10) . Public administration and safety (6)

. Construction (10) . Transport, postal and warehousing (4)
. Retail trade (9) . Wholesale trade (4)

Source ABS

Murrindindi wards and
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HOW COUNCIL OPERATES

The Murrindindi Shire Council is a body corporate established under the Local Government Act

1989 which is made up of elected representatives who collectively comprise the Council.

The Council appoints a Chief Executive Officer who manages the day to day functions of the

Council.

The Shire of Murrindindi is divided into seven wards with one councillor elected to represent
each ward. The last elections were held in November 2008 when the councillors were elected

for a four year term.

Recognising the need for a whole of government response to bushfire recovery and
reconstruction, the Council established a committee comprising Council, the Victorian Bushfire
Reconstruction and Recovery Authority, the Department of Human Services and The
Department of Planning and Community Development representatives to guide the recovery

process. This committee completed its work and ceased operations in March 2011.

COUNCILLORS 2011

Cr Peter Beales Cr Kevin Bellingham Cr Sally Abbott Smith Cr Bob Flowers

A

Cr Chris Healy Cr Cris Ruhr Cr John Walsh
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EXECUTIVE TEAM 2011

The Executive team comprises:

. Chief Executive Officer, Margaret Abbey

. General Manager Sustainability, Michael Chesworth

. General Manager Corporate and Community Services, Robert Cherry
. General Manager Infrastructure Services, Andrew Bainbridge

. Executive Director Reconstruction and Recovery, Dimitri Scordalides

COUNCIL’S ROLE AND OBLIGATIONS

The Local Government Act 1989 defines Council’s obligations to be to:
. promote social, economic and environmental viability and sustainability

. ensure that resources are used efficiently and effectively to best meet the needs of the

local community
. improve the overall quality of life of people in the local community
. promote appropriate business and employment opportunities
. ensure that services and facilities provided by the Council are accessible and equitable
. ensure the equitable imposition of rates and charges
. ensure transparency and accountability in Council decision making

This plan has been prepared in accordance with these obligations.

WHAT IS THE COUNCIL PLAN?

The Council Plan is the key planning document which translates Council’s obligations of the

Local Government Act 1989 into strategies and actions. Specifically the plan:

. guides Council’s strategic direction

. identifies Council priorities and strategic indicators

. contributes to the development of the annual budget for the next four years

The Council Plan is a key document for local community groups, residents, investors, and other

levels of government who play a vital role in helping the Council deliver on its commitments. It
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sets out what we expect to achieve over a four year period and guides the allocation of finances

through the Strategic Resource Plan.

OUR PLANNING AND REPORTING PROCESS

Community Vision,
Long term plannin isi Mission, Values
9 P 9 Vision 2030 |:> Long Term Financial Plan
(10 Years +) Asset Management Plan
_ ) Strategic objectives
Medium term planning . Strategies
& sustainability Council Plan |:> Strategic indicators
(4 Years) Strategic resource plan
@ (incl. standard statements)
Standard statements
Short term planning Budget |:> Activities & initiatives
(12 Months) Key strategic activities
Other information
: Standard statements
Accountability Audited |:> Financial statements
(Year End) Statements Performance statement

STRUCTURE OF THE PLAN

VISION

Murrindindi will be a vibrant and progressive shire, with strong communities thriving within a

healthy environment.

MISSION

To care for, foster and promote the Murrindindi Shire in partnership with communities and other

stakeholders.
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VALUES

Our behaviour and actions will be guided by our values.

‘ HONESTY AND INTEGRITY

We will be open and truthful in our dealings.

‘ ACCOUNTABILITY AND CONSISTENCY

We will accept responsibility for our actions and be consistent in the application of our principles,

policies and processes.

‘INNOVATION AND EXCELLENCE

We will consider new ideas, opportunities and better ways of doing things.

|RESPECT AND TRUST

We will respect other people and their opinions and do as we say we will.

STRATEGIC DIRECTION

The strategic direction for Murrindindi Shire Council has been defined within seven broad

headings:

. Governance

. Community

. Local Economy

. Infrastructure

. Environment and Climate Change
. Planning and land use

. Corporate Development

Due to the enormous impact of the February 2009 fires on Council operations, the Council Plan
developed in early 2009 focused largely on year one activities which included bushfire
reconstruction and recovery. This second year review has incorporated year three and future

year activities across all themes.

Strategic Indicators
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Each theme within this Council Plan contains a number of strategic indicators. These are high
level measurements that provide information about past and current trends and provide insight
into the overall direction of a community: whether it is improving, declining, or staying the same,

or is some mix of all three.

Some of the indicators in this plan are internal to Council, for example “completion of the capital
works program’. The majority, however, are external measures most of which relate to

community perception and community well being.

Community perception indicator results come from an annual survey of all local governments.
The survey is commissioned by the State Government and conducted by an independent survey

company. Five hundred residents are surveyed by phone regarding a range of Council issues.

Community Indicators Victoria (CIV) is a collaborative project, funded by VicHealth and
hosted by the McCaughey Centre, School of Population Health, at the University of Melbourne.
CIV support the development and use of local community wellbeing indicators to assist local
government to improve community planning and policy making. More information about

Community Indicators Victoria can be found at www.communityindicators.net.au.

GOVERNANCE

In the context of local Councils, governance is the exercise of legislated power and obligation to

properly manage the Council’s resources and affairs. We commit to being transparent,

accountable and lawful and to engage with our community.

The success of Council rests on good governance by:

. providing clear direction for the shire

. improving the flow of information in both directions between Council and the community
. identifying community needs, aspirations and the key priorities

. supporting all council activities by maintaining a solid financial position

. undertaking process improvement

. lobbying state and federal government

As we move through recovery and reconstruction following the 2009 bushfire much of the
Council’s initial focus and energy is naturally given to asset rebuilding and helping communities
recover. Given the recovery issues to be dealt with at the local level, the Council is
foreshadowing a major review of this plan following a community visioning project entitled

Murrindindi 2030, to be initiated in the next twelve months..
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This plan has also been reviewed as a result of the findings of the 2009 Bushfires Royal

Commission and the State Government’s response.

COUNCIL SERVICES RELATING TO THIS THEME

Civic functions and events include the Mayor and Councillors hosting a range of civic
functions throughout the year to recognise the work of individuals and groups and to welcome

residents who have decided to become Australian citizens.

Councillor training and development ensures supporting the ongoing skill development of
Councillors so that they are well equipped to fulfil the complex role of local governance and

contribute to broader local government issues at a regional and state level.

Communications and publications include a regular Mayors Chair and Councillor Comment to
keep residents informed of council activities and what’s happening across the shire. Regular
radio spots are maintained, newsletters issued, and an Annual Report and strategic documents

written.

Council elections are held every four years or whenever an extraordinary vacancy arises.

Councillors elect a Mayor in November each year.

Community engagement supports a well developed community engagement model based on
issue specific consultation plans, community capacity building principles, and regular open

forums that offer direct dialogue with councillors and senior staff.

Strategic Objective

Effective leadership providing representation and advocacy for the community backed by a

financially strong organisation.

Strategic Indicators: Target: More than or equal to indexed

Community perception of overall mean of 62 in annual Community

performance. Satisfaction Survey.

Community perception of performance for Target: More than or equal to indexed

advocacy. mean of 60.

Financial performance measured through Target: To maintain better than

liquidity and operating result. minimum financial ratios in accordance
with Local Government guidelines.

Strategies
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Facilitate and support recovery within natural disaster affected communities.

Provide opportunity for open and responsive communication with the community.

Improve governance systems, processes and relationships.

Be consistent, fair and transparent in our decision-making.

Provide sound financial management.

Advocate on issues of importance to our community.

KEY YEAR ONE ACTIVITIES STATUS
Clearly communicate Council’s direction in the Council Plan to the Completed
community.

Implement a Councillor training and development program with a Withdrawn
focus on community mentoring.

Provide training and development program to Committees of Completed

Management and Community Advisory Groups.

Develop a program of mentoring for future leaders.

Roll over to year 2

Support the Murrindindi Bushfire Reconstruction and Recovery -
Section Rebuilding Committee to achieve collaborative recovery and
reconstruction.

Continue in year 2

Ensure financial information is provided in a style which is both
professionally acceptable and understandable by the community.

Continue in year 2

Lobby other levels of government to secure recovery resources.

Continue as a core
Council role

Review governance processes to identify opportunities for

Continue as a core

improvement. Council role
KEY YEAR TWO ACTIVITIES STATUS
Prepare and implement a Bushfire Reform and Recovery Plan. Completed
Clearly communicate the Council Plan to the community Completed
Develop a program of mentoring for future leaders. Completed
Support the Murrindindi Bushfire Reconstruction and Recovery - Completed
Section Rebuilding Committee to achieve collaborative recovery and

reconstruction.

Ensure financial information is provided in a style which is both Completed

professionally acceptable and understandable by the community.

Undertake a community visioning exercise to develop a Murrindindi
2030 Community Plan.

Continue in year 3

Complete continuous improvement and Best Value requirements.

Continue in year 3

KEY YEAR THREE ACTIVITIES

12|Page




Council Plan 2009 — 2013 Year 2 Review Murrindindi Shire Council

. Undertake a community visioning exercise to develop a Murrindindi 2030 Community
Plan.

. Complete continuous improvement and Best Value requirements.

. Participate in Council Reforming Business — Procurement excellence program

. Develop a strategy to manage and maintain gifted assets and Council’s long term

sustainability.

KEY FUTURE ACTIVITIES
. Continue to provide leadership in the recovery process.

. Support ongoing community and organisational transition to post recovery operations.
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COMMUNITY

Strong local communities supported by consistent high quality services are the backbone of the
Council. Vibrant community spirit is crucial to enabling us to enjoy the shire’s amenity to

prosper in the face of adversity and to attract visitors and new residents to the shire.

Our aims for the community in 2009 to 2013 are to restore those communities affected by the
February 2009 fires to a level higher than that which existed before the fires, and to enhance
those communities that were not directly impacted. Achieving these aims has required close
cooperation with the former Victorian Bushfire Reconstruction and Recovery Authority (VBRRA),
ongoing engagement with a range of government departments and the not for profit sector.
Maintaining the high standard of services that are currently provided which foster health and well

being, social connectedness and community involvement will be critical to the recovery process.

COUNCIL SERVICES RELATED TO THIS THEME

Aged and Disability Services provide a range of services for the aged and people with
disabilities including delivered and group meals, domestic support, personal care, social

activities and outings, home maintenance and senior citizens clubs.

Children and Family Services provides family orientated support services including Maternal

and Child Health, home and centre based childcare and youth support.

Community Development empowers communities to be self-determining and to pursue
projects, programs and activities that are the community's own priorities. Through its work with
all council departments and across all levels of government, the Community Development team
seeks to facilitate genuine community engagement and the formation of effective

partnerships with the communities of the Shire of Murrindindi.

Library Services provides libraries in Alexandra, Yea and Kinglake and the mobile library visits
Marysville, Buxton, Eildon, Flowerdale and Strath Creek. The service caters for cultural,
recreational and educational needs of residents and provides a focal point for the community to

meet, relax and enjoy the facilities and services offered.

Recreation Services provides strategic planning to inform the development of recreation
services and infrastructure and coordinates council services including swimming pools and the

mobile skate ramp.
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Reception Services provides a customer interface for council service and enables a wide range
of transactions. The service is delivered through three customer service centres at Alexandra,
Yea and Kinglake.

Strategic Objective

Communities enjoying good health and well being.

Strategic Indicators:
Community Indicators Victoria
Subjective well being rating.

Target: Maintain better than Victorian
average.

Community Indicators Victoria
Feeling part of the community rating.

Target: Maintain better than Victorian
average.

Community Indicators Victoria
Food security rating.

Target: Maintain better than Victorian
average.

Community perception of performance for
health and human services.

Community perception of performance for
recreation facilities.

Target: More than or equal to indexed
mean of 76

Target: More than or equal to indexed
mean of 66

Strategies

Facilitate and support recovery within fire affected communities.

Foster a more resilient community by promoting diversity, inclusion, access and equity, and
supporting community interaction.

Facilitate improved quality of life for the Murrindindi communities.

Advocate for and facilitate access to arts and cultural experiences and events.
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KEY YEAR ONE ACTIVITIES

STATUS

Work with VBRRA, Community Recovery Committees
(CRCs) and fire affected communities to develop community
based recovery plans based on active participation and
strengthened community connectedness.

Continue in year 2

Develop and deliver additional youth support programs and
activities including:

* Youth web site
¢ Youth leadership program
e Youth provider's committee

e Youth development grants program

Continue in year 2

Roll out a program of activities and initiatives to support fire
affected communities including:

¢ Recreation programs

¢ Social connectedness program

+ Celebrate positive ageing images project
e Library programs

e Community information and notice boards
e Theatre plays

e Support for volunteers

Continue in year 2
Continue in year 2
Completed
Completed
Completed
Completed

Continue in year 2

Work with the community to deliver a series of community
festivals and celebrations.

Continue in year 2

Facilitate a community building initiative to support people
impacted upon by the Sugarloaf North South Pipeline.

Continue in year 2

Subject to funding:

Develop leadership, mental health and wellbeing programs
for drought affected communities.

Continue in year 2

Provide additional support to Community and Not funded
Neighbourhood Houses for additional programs.
Assist people to re-establish gardens damaged or destroyed | Not funded

by fire.

Finalise Yea Swimming Pool redevelopment planning,
considering disability access and improved amenity.

Completed-project under

review

Assist community to secure funding for a skate park in Yea.

Completed

Complete the development of the arts and cultural policy.

Rollover to year 2
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KEY YEAR ONE ACTIVITIES

STATUS

Complete Health and Wellbeing Plan.

Completed

Complete Alex community kitchen project.

Rollover to year 2

Implement phase two of transport connections project.

Continue into year 2

Plan for a healthy and active aging population by finalising Completed
the Healthy and Active in the Third Age Strategy.
Establish a Community Development Interface Committee Completed
to facilitate community development outcomes from Council
departments
KEY YEAR TWO ACTIVITIES STATUS
Develop and deliver additional youth support programs and
activities including:
) Youth web site Comp|eted
o Youth leadership program Completed
o Youth provider's committee, extend to
Flowerdale, Glenburn and Yea Ongoing
o Youth development grants program Completed
Work with VBRRA, Community Recovery Committees
(CRCs) and fire affected communities to develop community
based recovery plans based on active participation and
strengthened community connectedness. Completed
Develop leadership, mental health and wellbeing programs | Completed
for drought affected communities.
Implement phase two of transport connections project. Completed
Complete the development of the arts and cultural policy. Completed
Complete Alex community kitchen project. Completed

Implement initiatives from the Inclusiveness, Access and
Equity Plan.

Rollover to year 3

Establish maintenance service standards for section 86
committees of management.

Rollover to year 3

housing.

Lobby the state government to improve access to public

Rollover to year 3

Implement initiatives from the Health and Well Being Plan.

Continue in year 3

Review and evaluate the Transport Connections program’s
first three years.

Completed
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KEY YEAR TWO ACTIVITIES

STATUS

Develop a community strengthening activity to acknowledge
the contribution of volunteers.

Completed

Extend programs to all fire affected communities to
strengthen communities and prepare for future disasters.

Continue in year 3

Develop a plan for the implementation of the Transport
Connection Program for years 2010-2013.

Continue in year 3

Seek funding through the Department of Planning and
Community development grants program

o  Flowerdale Tennis Court Completed
o  Eildon Basketball Court Completed
o  Alexandra Leisure Centre Feasibility Study Completed
Plan for the integration and future governance of the
Kinglake Early Learning Centre. Completed

KEY YEAR THREE ACTIVITIES

Continue work with fire affected communities to assist with ongoing implementation of

community based recovery plans based on active participation and strengthened

community connectedness.

Implement initiatives from the Inclusiveness, Access and Equity Plan.

Establish maintenance service standards for section 86 committees of management.

Lobby the state government to improve access to public housing.

Implement initiatives from the Health and Well Being Plan.

Continue the implementation of the Transport Connection Program into 2011.

Extend programs to all fire affected communities to strengthen communities and prepare

for future disasters.

Investigate a community building initiative in Yea.

KEY FUTURE ACTIVITIES

1

Implement Phase 3 of the Transport Connections program 2011 — 2013.

Implement ongoing prioritised strategies from the Health and Well Being Plan.

Identify and implement priority strategies from the Healthy and Active Third Age

Strategy.
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LOCAL ECONOMY

In these times of economic instability, influenced by the bushfires, the global economic down

turn and climate change, it is vitally important that we provide solid leadership and support for

our local economy.

Key aims for the local economy in 2009 to 2013 are:

. to stimulate the sustainable economic growth of local economies

. to strengthen economic activity in areas not directly affected by the bushfires

. to restore economic conditions in the bushfire areas and to assist the recovery of

businesses affected by the fires.

Success will create employment, encourage new business and services to the shire, and make
the region more attractive to potential residents. Activities such as developing cooperative
regional marketing approaches for common business products and services are intended to
enhance local businesses ‘bottom lines’. Our bushfire recovery efforts will focus on restoring and
enhancing our traditional industries of agriculture, forestry, fisheries, horticulture and tourism.
We will also promote the development of new industries such as solar power, building
fabrication and logistics. Linking Local Economy with the sustainable growth objectives of
Climate Change and Natural Environment will result in an improvement in services and

amenities.

COUNCIL SERVICES RELATED TO THIS THEME

Economic Development assists business investment and growth and facilitates opportunities

for local residents to improve their education and skill levels and access local employment.

Tourism provides a framework for shire wide and cross council co-operation in visitor

information services and destination marketing to maximise visitor numbers and economic yield.

Event Coordination provides guidance on event management and produces an overall

calendar of events to ensure year round activities and maximise occupancy rates.
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Strategic Objective

Sustainable growth of our local economy.

Strategic Indicators

performance on economic 56.
development.

Community perception of Council’s Target: More than or equal to indexed mean of

Employment rate. Target: Equal to or higher than Victorian
average in 2006 census.

Business re-investment post fires Target: 50% fire affected businesses
re-established. Less than 5% businesses in non
fire affected areas closed.

Strategies

Facilitate and support recovery of businesses within fire affected communities.

Support and promote events and festivals across the shire.

Provide support to new and expanding business.

Participate in cooperative marketing.

services.

Facilitate improved access to information communication technology and mobile phone

Undertake or facilitate major economic development projects.

KEY YEAR ONE ACTIVITIES STATUS
Conduct industry forums for Marysville District and Kinglake Completed
Ranges.

Conduct Inspired by Murrindindi food, wine and arts events. Completed

Participate in the Mitchell Murrindindi destination marketing
campaign.

Continue in year 2

Revise Economic Development Strategy to incorporate
strategies for fire affected businesses.

Rollover to year 2

Determine Council’s future role and possible structure of
regional tourism industry support.

Continue in year 2

Initiate cooperative regional marketing and industry

development as part of the United Approach to Tourism project.

Completed
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KEY YEAR ONE ACTIVITIES

STATUS

Advocate for improved access to high speed, affordable
broadband and mobile phone services.

Continue in year 2

Finalise financing and implementation of Yea Saleyards
upgrade.

Continue in year 2

Support the Yea Wetlands Committee of Management to
progress a sustainable business model for the Yea discovery
centre.

Continue in year 2

Develop a plan to attract new business and support existing
businesses.

Continue in year 2

Confirm Council’s position on the future of the Murrindindi
Regional Tourism Association (MRTA) as it relates to the five
year plan.

Completed

Develop a synchronised online council tourism calendar of
events for council and tourism activities.

Continue as core Council
role

Saleyards upgrade

KEY YEAR TWO ACTIVITIES STATUS
Revise the Economic Development Strategy to incorporate Completed
strategies for fire affected businesses

Expand cooperative marketing initiatives under the United Completed
Approach to Tourism and the Mitchell Murrindindi destination

marketing campaign

Support the Yea Wetlands Committee of Management to Completed
progress a sustainable business model for the Yea Discovery

Centre

Advocate for, and pursue funding for, the Murrindindi Regional Completed

Undertake a feasibility study into the possible future uses of the
old Alexandra District Hospital facility.

Modified to continue in
year 3 (undertaken by
Murrindindi Training
Institute)

Develop a plan to attract new business and support existing
businesses throughout the shire.

Continue in year 3

Facilitate processes relating to the development of Mt Pinniger
Resort, and a core tourism development in Marysville.

Continue in year 3

Scope and assist with planning requirements for Marysville
commercial developments.

Continue in year 3

Progress the development of industrial land in Alexandra —
Alexandra Saleyards and Binns-McCrae Road.

Continue in year 3
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KEY YEAR THREE ACTIVITIES

. Develop Action Plans to enable implementation of the Economic Development Strategy
2011-2016.

. Participate in the development of a region-wide on line holiday planner and promotional
tools.

. Participate in a Yarra Valley - High Country touring route marketing campaign.

. Undertake a feasibility study into the development of industrial/business park land in the

Marysville and Triangle area.

. Undertake a feasibility study to enable improved access to high speed and affordable

broadband services. If warranted apply for grant funding for an initial implementation.

. Participate in development of a feasibility study of the Murrindindi Training Institute.

. Develop a plan to attract new business and support existing businesses throughout the
shire.

. Facilitate processes relating to the development of Mt Pinniger Resort, and a core

tourism development in Marysville.

. Progress the development of industrial land in Alexandra — Alexandra Saleyards and

Binns-McCrae Road.

. Facilitate opportunities for promotion and marketing of the Goulburn River High Country
Rail Trail.

KEY FUTURE ACTIVITIES

. Attract investors to fill product gaps on the Goulburn River High - Country Rail Trail and

Yarra Valley - High Country touring route.

. Undertake visitor satisfaction and demographic research.
. Advocate for the expansion of local provision of post secondary training opportunities.
. Attract investment into available industrial land.
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CLIMATE CHANGE AND NATURAL ENVIRONMENT

Based on the Murrindindi Shire Environment Policy adopted in April 2008, our aim in 2009 to
2013 is to set up an overarching Environment Strategy incorporating Climate Change. This
strategy was adopted in January 2011. The strategy will be further refined in other related
strategic documents, eg. a municipal weed action plan, a roadside conservation plan, a
municipal waste management strategy and related guidelines. Together, these will form the
framework for corporate and community based pro-environment actions in the domains of water,
biodiversity, sustainable land management, resource efficient human settlement and adaptation

to, and mitigation of climate change impacts.

In addition to the extended drought, the February 2009 bushfires have been devastating for both
our local communities and our natural environment. A healthy and well functioning natural
environment is essential for strong and healthy communities and therefore the Council will
continue to work toward the recovery and protection of our natural assets in partnership with

other organisations.

COUNCIL SERVICES RELATED TO THIS THEME

Waste Management Service provides kerbside rubbish and recyclables collection,
management of refuse recovery centres at Alexandra, Yea, Eildon, Kinglake and Marysville and
a landfill in Alexandra. The service also provides educational programs aimed at reducing the

generation of waste.

Strategic Planning for the environment informs Council operations in areas including land use,

environmental overlays and public open space conservation.

Roadside biodiversity and weed mapping aims to identify areas of significant roadside
biodiversity and noxious weed infestation in order to protect the biodiversity and control further

weed infestation on road sides and adjoining land.

Provision of advice regarding sustainable land use practices and community based

environmental protection resources.
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Strategic Objective

A natural environment that is diverse, healthy and cared for

Strategic Indictors:
Community Indicators Victoria Target: Maintain or improve current level of 33%
Household waste recycling rates

Annual waste diversion rates Target: 65% by 2013-14
Greenhouse gas emissions Target: Reduce corporate emissions by 10% by
2011-12

Reduce 2006 community emissions by 15% by 2020

Strategies

Facilitate and support recovery of the environment within fire affected communities.

Promote and advocate sustainable living, business practice and land use.

Reduce generation of waste by council and the community.

Integrate environmental resource and land management across council operations.

Reduce council and community carbon footprint.

Encourage the community to adapt to climate change.

KEY YEAR ONE ACTIVITIES STATUS

Assess roadside biodiversity and conservation value and Rollover to year 2
develop guidelines for management and protection.

Undertake roadside management protection and map noxious

weed infestations. Continue in year 2

Participate in an education and awareness program for Completed
community groups and private land owners In partnership
with other agencies.

Complete Council’s Environment Strategy and Resource

Plan. Completed
Improve access to recycling in public areas. Completed
Complete council’s Local Climate Adaptation Action Plan. Completed
Publish tree and land clearing guidelines. Completed
Instal roadside signage to protect threatened plant species. Completed

24|Page



Council Plan 2009 — 2013 Year 2 Review

Murrindindi Shire Council

KEY YEAR ONE ACTIVITIES

STATUS

Establish and resource an ongoing environment officer
position.

Rollover to year 2

Provide support to community education on environmental
issues.

Continue in year 2

Identify and prioritise sites with significant biodiversity values
and formulate management guidelines to protect them.

Continue in year 2

KEY YEAR TWO ACTIVITIES

STATUS

Assess roadside biodiversity and conservation value and
develop guidelines for management and protection.

Continue in year 3

Undertake roadside management protection and map noxious
weed infestations.

Partially Complete and

Continue in year 3

Establish and resource an ongoing environment officer
position.

Completed

Identify and prioritise sites with significant biodiversity values
and formulate management guidelines to protect them.

Continue in year 3

Complete the mapping and assessment of significant flora, Completed
fauna and pests on Council managed land.

Establish and commence implementation of a weed and pest | Completed
control strategy for Council managed land.

Develop biodiversity management protocols for Council Completed
managed roadsides.

Establish a process to ensure Council works do not threaten Completed

listed flora, fauna and ecological communities.

Develop and commence implementation of an offset plan for
native vegetation removal associated with Council managed
works.

Continue in year 3

Review and develop a domestic wastewater management
strategy

Rollover to year 3

Establish water use targets for Council facilities and activities
and monitor progress.

Rollover to year 3

Identify and purchase eco-friendly products and materials
through participation in a green procurement program.

Rollover to year 3

Finalise and commence implementation of the Council’s
waste management strategy, including the expansion of
recycling facilities in public places.

Continue in year 3

Provide support to community education on environmental
issues.

Continue in year 3
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KEY YEAR TWO ACTIVITIES STATUS

Implement stage two of the green and hard waste collection Completed
program.

KEY YEAR THREE ACTIVITIES

. Implement an environmental best practice code and training plan for outdoor works.

. Develop and implement guidelines for the management and protection of roadside

conservation values.

. Identify and prioritise sites, other than roadsides, with significant biodiversity values and

formulate management guidelines to protect them.

. Develop and commence implementation of an offset plan for native vegetation removal

associated with Council managed works.
. Establish water use targets for Council facilities and activities and monitor progress.

. Identify and purchase eco-friendly products and materials through participation in a

green procurement program.
. Provide support to community education on environmental issues.

. Finalise and commence implementation of the Council’s waste management strategy,

including the expansion of recycling facilities in public places.

. Develop and implement communication strategy for environment initiatives.

KEY FUTURE ACTIVITIES

. Review the Environment Local Law to ensure consistency with council’'s Environment

Policy and strategy.

. Review and develop a domestic wastewater management strategy subject to funding

being available.

. Investigate the use of environmental and land management incentives for landholders.
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PLANNING AND ENVIRONMENT

Land-use planning is the process used to assess the environmental, economic and social
impact of land use alternatives in order to select and adopt the best land-use options within the
framework of the Victorian planning provisions and the Murrindindi Planning Scheme. The
planning scheme guides land uses that will best meet the needs of people, having regard to land

use capability and safeguarding resources for the future.

The February 2009 bushfires have had a major impact on demand for Council’s planning and
building services. Our goal in the short term is to facilitate easy access to the services people
need to rebuild their homes and continue to protect the elements of our towns and districts for

future generations.

COUNCIL SERVICES RELATED TO THIS THEME

Development Approvals processes all planning applications, provides advice and makes
decisions about development proposals which require a planning permit, as well as representing
Council at the Victorian Civil and Administrative Tribunal where necessary. The service also
monitors the Murrindindi Planning Scheme as well as preparing major policy documents shaping
the future of the shire. It also prepares and processes amendments to the Murrindindi Planning

Scheme.

Building Services provides statutory building services to the Council and community including
processing of building permits, fire safety inspections, audits of swimming pool barriers and

investigations of complaints and illegal works.

Fire Prevention provides coordination of the Municipal Fire Prevention Committee and

develops, implements and enforces annual fire prevention works.

Environmental Heath protects the community’s health and well being by coordinating food

safety support programs and immunisation.

Local Laws facilitates a safer community through the provision of school crossing supervision,
traffic management, domestic animal management, regulation and enforcement of local laws

and community fire prevention.
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Strategic Objective

Sustainable land use, development and growth.

Community perception for town planning year.
policy and approvals.

Strategic Indictors Target: Equal to or more than the previous

VCAT determinations consistent with Council | Target: Equal to or more than 80%.

decisions

Community perception for town planning Target: More than or equal to indexed mean
approvals of 54.

Building and Planning permit turn around Target: Building 30 days / Planning 45 days
times

Strategies

Streamline approvals processes to encourage rebuilding in fire affected areas.

facility construction.

Use a strategic approach to land use planning to facilitate integrated residential and public

the Country Fire Authority.

Continue to strengthen partnerships with the Department of Sustainability and Environment and

KEY YEAR ONE ACTIVITIES

STATUS

In conjunction with VBRRA and the community assist with new
land use options to facilitate desired outcomes for:

. Land rezoning

. Marysville Urban Design Framework

Amendment abandoned

Completed
. Approvals processes Completed
Complete Alexandra industrial land amendment. Completed
Investigate innovative water treatment options for Kinglake. Completed

Review the Council’s fire management planning having regard to
the state’s response to the Bushfire Royal Commission.

Roll into year 2

Map municipal fire risk.

Roll into year 2

Progress strategic fire prevention programs that address an
ongoing commitment to fire safety and community awareness.

Completed
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KEY YEAR TWO ACTIVITIES STATUS

Review the Council’s fire management planning having regard to | Continue in year 3
the state’s response to the Bushfire Royal Commission.

Map municipal fire risk. Continue in year 3
Resolve planning scheme anomalies Continue in year 3
Continue to improve permit approval processes Ongoing

Assist Goulburn Murray Water in rezoning process related to the Continue in year 3
Mt Pinniger Resort Development

Facilitate Goulburn Murray Water Land transfers for future Continue in year 3
development options

KEY YEAR THREE ACTIVITIES

o Review the Council’s fire management planning having regard to the state’s response to
the Bushfire Royal Commission.

. Map municipal fire risk.

. Facilitate Goulburn Murray Water Land transfers for future development options
. Review and adopt Alexandra Urban Design Framework

. Develop a plan for the review of existing Urban Design Frameworks

. Ensure appropriate planning responses to the 2009 Bushfire Royal Commission

recommendation taking into account any state government subsequent policy or
legislative changes

. Assess implications of conducting a shire wide Rural Land Study.

. Assist Goulburn Murray Water in rezoning process related to the Mt Pinniger Resort

Development.
. Review rural living development guidelines.

. Resolve planning scheme anomalies.

KEY FUTURE ACTIVITIES
. Review the Municipal Strategic Statement.

. Develop strategies that respond to high fire risk environments having regard to
settlement patterns, access and egress options and an improved awareness of the

inherent risks posed by wildfire.

INFRASTRUCTURE
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Quality infrastructure is fundamental to the ongoing development and affluence of our shire. It is
also a key factor in what makes the Shire of Murrindindi a great place to live, work or visit. The
maintenance and further improvement of our infrastructure to better meet the needs and

expectations of our communities is a priority of Council.

Initially there will be a focus on the areas of the shire affected by the bushfires. This will be
achieved by developing a capital works plan for the next five years that will improve the
management of our existing assets and by the provision of adequate resources by local, state

and federal governments.

Attention will be given to the further development of safe transport networks for vehicles,

pedestrians and cyclists. This is of prime importance to residents and visitors.

The fostering of civic pride through the maintenance of Council facilities including parks and

streetscapes is also a focus of this plan.

COUNCIL SERVICES RELATED TO THIS THEME

Facilities Maintenance conducts long term maintenance programs for Council’s property

assets. These include municipal buildings, pavilions and other community buildings.

Engineering Design and Management involves design, tendering, contract management and
supervision of various works within council’s capital works program. The maintenance of council
infrastructure, for example, roads, drains, paths and bridges, as well as much of the construction
work is undertaken using Council resources. The service also approves and supervises private
development activities such as infrastructure provided through private subdivisions and other

land developments.

Infrastructure Planning conducts capital works planning for Council’s main civil infrastructure
assets to optimise their value and service potential. These include roads, car parks, foot and

bike paths, drains and bridges.

Parks and Gardens provide planning, development and maintenance to our public open space,

road reserves and parks.
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Strategic Objective

To enhance the sustainability of our infrastructure, recognising the changing needs and

expectations of our communities

Strategic Indicators:

Community perception of performance in

relation to:

Local roads and footpaths Target: More than or equal to indexed
mean of 50

Appearance of public areas Target: More than or equal to indexed
mean of 71

Completion of Capital Works Program Target: 90%

Compliance with Road Management Plan Target: 95%

Infrastructure funding gap Target: Annual improvement

Asset condition assessments Target: No demonstrated degradation of
overall asset condition.

Strategies

Rebuild community infrastructure damaged or destroyed by the February 2009 fires.

Work with the fire affected communities and other levels of government to assist the
implementation of priority infrastructure projects.

Undertake a range of community infrastructure projects which enhance community amenity
and foster civic pride.

Align infrastructure service delivery with community needs and expectations.

Improve and expand the network of footpaths and shared trails both within towns and linking
communities.

Maintain and further develop a safe and efficient transport network.

Undertake whole-of-life cost analyses for all new assets, and commit to funding necessary for
operational, maintenance and renewal amounts.

Enhance the organisation’s asset system knowledge and data.

Define and quantify the infrastructure renewal funding gap and seek to close this gap by 5%
per annum.
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KEY YEAR ONE ACTIVITIES

STATUS

Rebuild damaged and destroyed buildings and other
infrastructure.

Continue year 2, 3 and 4

Complete refurbishment or repair of Hazeldene Store access
bridge.

Rollover to year 2

Develop a five year forward capital works plan (new and upgrade
works) aligned to the Strategic Resource Plan (SRP).

Rollover to year 2

Build new public toilet facility in Alexandra shopping precinct.

Completed

Develop initial stages of Goulburn River High Country Rail Trail.

Continue in years 2, 3
and 4

Establish bushfire maintenance teams.

Completed

Resource Assets Team to cope with rebuild workload.

Completed

Undertake a roadside green waste and hard waste collection
program.

Continue in year 2

Contribute to the maintenance of Goulburn River High Country
Rail Trail.

Continue as core Council
role

Complete review of Road Management Plan.

Completed

Pursue funding for the replacement of Ghin Ghin Bridge over the
Goulburn River.

Continue in year 2

Complete and publish Infrastructure Design Manual.

Continue in year 2

Pursue funding for Alexandra to Eildon shared path link.

Continue in year 2

Finalise plans and project management for the completion of the
Bollygum Park project.

Continue in year 2

KEY YEAR TWO ACTIVITIES

STATUS

Rebuild damaged and destroyed buildings and other infrastructure

including:
o Buildings (one damaged and five destroyed)
o Bridges(nine damaged and two destroyed)
o Roads (45km)
o Roadside signs, furniture and vegetation

Pathways
Recreational Facilities

Continue year 3 and 4
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KEY YEAR TWO ACTIVITIES STATUS
. Complete priority infrastructure projects
o Buxton Streetscape Completed
o Narbethong streetscape Completed

o Narbethong Hall

o Marysville Community Centre
o Gallipoli Park development

o Marysville Streetscape

o Marysville Drainage

o Toolangi All-purpose Track

o Middle Kinglake Early Learning Centre

o Kinglake Memorial Reserve improvements

o Flowerdale Community House

o Hazeldene Bridge

o Flowerdale Early Learning Centre

o Glenburn Hall

o Glenburn Community Precinct

o Murrindindi/Woodbourne Community Meeting
Space

o Pioneer Reserve, Strath Creek public hall

Continue in year 3
Continue in year 3
Continue in year 3
Continue in year 3
Continue in year 3
Completed
Completed
Continue in year 3
Continue in year 3
Completed
Completed
Continue in year 3

Continue in year 3

Completed

Continue in year 3

Complete refurbishment or repair of Hazeldene Store access

bridge

Completed

Develop a five year forward capital works plan (new and upgrade

works) aligned to the Strategic Resource Plan (SRP).

Continue in year 3

Build initial stages of Goulburn River High Country Rail Trail:

o Homewood Station to Yea Station (8.7km)
o Cathkin to Alexandra (14.0km)

Continue in year 3

Continue in year 3

Pursue funding for the replacement of Ghin Ghin Bridge over the

Goulburn River.

Continue year 3 and 4

Pursue funding for Alexandra to Eildon shared path link.

Continue in years 3 and 4

Finalise plans and project management for the completion of the

Bollygum Park project:
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Alexandra and Yea.

KEY YEAR TWO ACTIVITIES STATUS
o Adventure Park Current stage complete
o Skate Park Completed
o Carpark Completed

Complete and publish an Infrastructure Design Manual. Completed

Undertake revegetation of Council Reserves including No 1 Completed

Creek.

Develop Stormwater Drainage Strategies for the towns of Completed

Undertake a review of Special Charge Scheme policies and

Continue in year 3

processes.
Complete Overall Asset Management Strategy (OAMS). Completed
Further develop township signage Completed

KEY YEAR THREE ACTIVITIES

. Develop a shire wide pathway strategy to identify future priorities
. Rebuild damaged and destroyed buildings and other infrastructure including:

o Buildings (one damaged and five destroyed)

o Bridges(nine damaged and two destroyed)

o Roads (45km)

o Roadside signs, furniture and vegetation

o Pathways

o Narbethong Hall

o Marysville Community Centre

o Gallipoli Park development

o Marysville Streetscape

o Marysville drainage

o Kinglake Memorial Reserve improvements

o Flowerdale Community House

o Glenburn Hall

o Glenburn Community Precinct

o Pioneer Reserve, Strath Creek public hall
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. Develop Asset Management Plans for key infrastructure categories (priorities determined
by OAMS).

o Roads
o Bridges
o Paths

. Institute the formation of an organisation wide Asset Steering Committee and develop a

working plan that will ensure “core competency” under the National Asset Management

Framework (NAMAF)

. Review key road and related renewal strategies for input into the five year capital works
program

. Develop a five year forward capital works plan (new and upgrade works) aligned to the

Strategic Resource Plan (SRP)

. Implement systems that quantify the Infrastructure renewal gap and adopt policies that

seek to close the gap by 5% per annum.

. Build the Goulburn River High Country Rail Trail.

. Pursue funding for the replacement of Ghin Ghin Bridge over the Goulburn River.

. Undertake a review of Special Charge Scheme policies and processes.

. Undertake works at Breakaway Bridge subject to availability of funding.

. Implement findings of Alexandra and Yea Stormwater strategies as opportunities arise.

KEY FUTURE ACTIVITIES

. Develop a new Road Safety Strategy.

. Develop Asset Management Plans for key infrastructure categories (priorities determined
by OAMS).

o Buildings

o Drainage
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CORPORATE DEVELOPMENT

Our aims in undertaking Corporate Development in 2009 to 2013 are to advance the efficiencies
of Council’'s administration, to improve the service we provide to our customers, and to achieve

higher levels of organisational performance.

Bushfire recovery efforts within the shire place considerable extra demands on the Council and
will require additional assistance from state and federal governments. Such assistance will
need to be well managed if we are to assist with recovery and re-establish services in the

shortest possible time.

COUNCIL SERVICES RELATED TO THIS THEME

Communication area is responsible for the management and provision of advice on internal

and external communication.

Corporate Services provides statutory and corporate support services to Council, including
coordination of business papers for meetings of the Council and its committees. It is
responsible for the provision of document and information management support services to
Council, including compliance with statutory obligations under Freedom of Information, public

records and Information Privacy legislation.

Customer Services is the myriad of interactions undertaken by all staff with our customers on a

daily basis.

Financial Services includes the management of Council’s finances, payment of salaries,
procurement and contracting, raising and collection of rates and charges and valuation of

properties throughout the municipality.

Information Technology provides support, and maintains communications and computing
systems, facilities and infrastructure to enable staff to deliver services in a smart, productive and

efficient way.

Organisational Development has a focus on organisational well being and improving
performance through the continuous development, improvement and implementation of

Council’s strategies, policies and procedures.

Risk Management aims to identify and mitigate risks associated Council functions, operations

and services.
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Strategic Objective:

Improve systems and processes

Strategic Indicators
Staff satisfaction

Community perception of
performance for customer contact

Council’s risk audit ranking

Procurement compliance audit result

Benchmarking included in best value
reports

Target:

Target:

Target:

Target:

Target:

Within second quartile of benchmarked
results.

More than or equal to indexed mean of 68
JMAP regional ranking of 8 or better
CMP regional ranking of 10th or better
85% compliant

85% of reports

Strategies

Improve systems and processes.

Communicate well with our stakeholders.

Deliver excellent customer service.

Reduce organisational risk.

Be an employer of choice.

KEY YEAR ONE ACTIVITIES

STATUS

process.

Implement Council and management reporting

Completed

Adopt the Communication Strategy.

Under Review

Management Plan.

Produce a quarterly community newsletter. Completed
Complete a pandemic plan. Completed
Review the recovery section of the Emergency Completed

Support staff to achieve their best given the
increased workload of bushfire recovery.

Continue in Year 2

Establish an effective grants management process.

Continue in Year 2

Carry out a shire-wide property revaluation.

Completed

Implement a Shared Services Document

Rollover to year 2

37|Page




Council Plan 2009 — 2013 Year 2 Review

Murrindindi Shire Council

KEY YEAR ONE ACTIVITIES

STATUS

Management system.

Investigate business case for electronic document
management.

Rollover to year 2

Implement procurement policies and processes.

Continue in year 2

Review chart of accounts.

Rollover to year 2

Review Mayor and General Manager’s executive Complete
support.
KEY YEAR TWO ACTIVITIES STATUS

Refine the grants application and management
process.

Continue in year 3

Adopt the Communication Strategy.

Under Review

Complete business continuity plans.

Continue in year 3

Implement the Customer Service Plan.

Rollover to year 3

Support staff to achieve their best given the
increased workload of bushfire recovery.

Continue in Year 3

Establish an effective grants management process.

Continue in Year 3

Participate in the MAV Shared Services Document
Management steering committee.

Rollover to year 3

Implement a Shared Services Document
Management system.

Rollover to year 3

Investigate business case for electronic document
management.

Completed

Implement procurement policies and processes.

Continue in year 3

Review Chart of Accounts.

Rollover to year 3

KEY YEAR THREE ACTIVITIES

. Support staff to achieve their best given the increased workload of bushfire recovery.
. Refine the grants application and management process.

. Investigate the option of participating in the MAV Shared Services proposal.

. Continue to investigate electronic document management options.

. Implement procurement policies and processes.
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. Complete business continuity plans.

. Implement the Customer Service Plan.
. Review Chart of Accounts.

. Adopt the Communications Strategy.

. Review the Rating Strategy

KEY FUTURE ACTIVITIES

. Develop a workforce development and transition plan.
. Implement new Chart of Accounts.
. Implement electronic document system.
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1. EXECUTIVE SUMMARY
1.1 INTRODUCTION

Council is required under the Local Government Act (1989), to prepare a Strategic
Resource Plan (SRP).

The SRP outlines the resources required to achieve Council’s strategic objectives
expressed in the Council Plan. The SRP must include:

a.
b.
C.

This section

a
b.
C.
d
e

1.2 KEY

Details of financial resources (standard statements); and

Details of non-financial resources, including human resources.

Council must adopt its SRP by 30 June each year. The SRP is intended to
have a 10 year time frame to enable a longer term perspective to be
analysed.

Significant changes to this revised Strategic Resource Plan 2011/12 are:

Council will increase municipal rates and municipal charge collections by 6.0
per cent plus 1.0 per cent growth and rebuild in the 2011/12 financial year.
This level allows Council to maintain existing service levels, fund a number of
new initiatives and continue to allocate additional funds to renew the
municipality’s infrastructure;

Capital Expenditure is $11.84 million in 2011/12
New borrowings of $0.9 million in 2011/12.

includes:

Key outcomes and issues;
Purpose of the SRP;
Objectives of the SRP;
Financial strategic direction;
Key strategic directions

OUTCOMES AND ISSUES

Council needs to advocate to the State Government and work in partnership
with it to remove the projected operating deficit and achieve an ongoing
adjusted operating surplus;

$52.8 million VBRRA assets - $30.6 million Council and $22.2 million non
Council;

$33.5 million to be completed at the time of handover by VBRRA, $12.2
million to be completed by Council prior to the end of 2010/11 and $7.0
million to be completed during 2011/12;

VBBRA to novate the majority of assets during April and May 2011;

VBRRA contributed assets add a further $1.2 million operating/ maintenance
costs. Review current asset and maintenance cost projections that are
currently estimated at $0.6 million for all Council assets;

VBRRA asset acquisition results in additional $0.6 million depreciation to the
Long Term Financial Plan (LTFP) that contributes to the medium to long term
unsustainable position;

Renewal costs from VBRRA assets average $0.62 million per annum that are
not identifiable in this LTFP as minimal expenditure is required in the next 10
years;
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. Total capital works in 2011/12 is $11.84 million

. Future cashflow is not sustainable - liquidity ratio (current assets divided by
current liabilities) falls below 1.0 during the 2013/14 year and continues to
decline for the life of the 10 year financial plan. This unsustainable position is
due to the additional operating and maintenance costs as a result of the gifted
VBRRA assets. The position is also due to the compounding effect of the
loss of rate revenue base caused by the 2009 bushfires.

. $18.9 million renewal gap at the 2021/22.

. Future commitment ratio is 4 per cent providing some capacity for additional
borrowings; and

. Annual projected rate increase of 6.0 per cent plus 1.0 per cent growth and
rebuild has been provided in the 2011/12 financial year.

. The 6.0 per cent increase is not sustainable in either the medium or long

term. While a 6.0 per cent increase is not sustainable beyond the 2012/13
year, the current 2011/12 rate increase will enable Council to achieve the
short term financial objectives of the 2011/12 Budget. The ensuing budget
years, and subsequent long term financial plans can then be remodelled to
ensure a more sustainable outcome.

. Due to the additional costs imposts of the VBRRA contributed assets, Council
will be required to address the shortfall in funding during the ensuing 2012/13
year by way of either additional rate increases of other revenue sources,
including further government assistance.

. Council’'s commitment to a $0.2M operational savings that is to be allocated to
an infrastructure reserve to fund the future renewal gap.

1.3 PURPOSE OF SRP

Council is required to prepare a SRP under Section 126 of the Local Government Act
(1989).

The purpose of the SRP is to:

. Establish a financial framework over the next 4 years to ensure Council’s
strategic objectives, as expressed in its Council Plan, are achieved,;
. Provide an assessment of the resources (financial and non-financial) required

to accomplish the objectives and strategies included in the Council Plan (non-
financial resources are assumed to include human resources and Council’s
asset base, which are all referred to in various parts of the SRP);

. Establish a basis to measure Council’'s adherence to its policies and
strategies; and

. Assist Council to comply with sound financial management principles, in
accordance with the Local Government Act (1989) and to plan for the long-
term financial sustainability of the municipality.

While compliance with the legislation can be achieved with the development of long-term
(four-year) financial statements, the 10-year approach proposed by Council in the future
will be more comprehensive.

A 10-year timeframe more fully supports strategic asset management as many of Council’s
assets have long lives.
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Initially Council will plan within the legislative horizon of four years and will extend this to a
10-year timeframe within the next 12 months.

The diagram below details the key strategic areas covered by the SRP and the integration
required between Council’s financial strategies.

Debt
Strategy

~ ~

Capital Works Revenue
Projects and | Raising

Funding (Rating) Strategy
\ /
l \

STRATEGIC
Asset RESOURCE Operational
Management —~ PLAN ~ Expenses
Strategies (Service Levels)
Notional Grants
Reserve and
Funds Fees
\/

1.4 SRP OBJECTIVES
The second review of the 2009-2013 SRP is intended to achieve the following objectives in
the 10-year timeframe:

. Maintain the existing range and level of service provision and develop the
capacity to grow and add new services;

. Maintain a strong cash position, ensuring Council remains financially sustainable
in the long-term;

. Achieve operating statement surpluses with the exclusion of all non-operational
items such as granted assets and capital income;

. Maintain debt levels below prudential guidelines;

. Continue to pursue recurrent grant funding for strategic capital funds from the
state and federal government;

. Provide for rate increases that establish a funding level for a sustainability index
of 100 per cent, including increasing funding for capital works (asset renewal,
expansion, upgrade) and asset maintenance; and

. Ensure critical renewal is funded annually over the timeframe of the SRP.
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Financial sustainability is explained in the following diagram.

Council is presently in the medium range of the sustainability pyramid. It may be difficult to
reach all the long-term sustainability goals however Council continues to improve its
sustainability.

This improved sustainability is demonstrated by a strong cash position, significant capital
expenditure and continued closure of the infrastructure funding gap.

1.5 STRATEGIC FINANCIAL DIRECTION

Council, as part of establishing its SRP, revises its borrowing strategy, asset management,
capital investment, discretionary and statutory reserves, capital works program, the range
and level of services provided and the revenue-raising strategy.

A number of strategic challenges remain ahead including renewing existing assets,
continuing to provide an appropriate range and level of services to a growing community,
maintaining a sound financial position and addressing the need for capital expansion.

The other related issues are the risks and liabilities that Council and the community face if
Council does not invest in asset renewal at an adequate rate.

The SRP establishes the strategic financial direction for Council to meet the funding and
investment challenges that lie ahead in the next 10 years.The SRP is prepared in
conjunction with the Council Plan to ensure the affordability of activities included in the
Council Plan.

A Glossary of Terms is attached in Appendix B.

Appendix C details Council’s Standard Financial Statements which are an outcome of this
SRP.
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1.6 KEY STRATEGIC DIRECTIONS

The following table highlights the key strategies of this SRP. Each section includes detailed
analysis to support the strategies. The key strategies provide direction for the preparation

of the 2011/12 Budget.

Section

Section 3: Murrindindi Shire
Council financial indicators

Section 4: Long-term
borrowing strategies

Section 5: Discretionary
reserves

Section 6: Rating and other
revenue strategies

1.

2.

Strategic Direction

That Murrindindi Shire Council continues to
benchmark with other Victorian councils and
those within the Small Shire category.

That Murrindindi Shire Council applies the
outcomes of this SRP to the 2011/12 Budget.
That Murrindindi Shire Council continues its
advocacy to the Victorian State Government to
ensure it receives long term financial support to
address legacy which it faces as a result of the
additional cost to operate, maintain and insure
new and enhanced assets as a result of the
2009 bushfire recovery and reconstruction.
That Murrindindi Shire Council undertake in
2011/12 further long term financial modelling to
identify the most appropriate finance package to
address the consequences of the new and
enhanced assets.

That Murrindindi Shire Council, based on
compliance with the State Government
Prudential Guidelines, borrows funds for capital
expansion projects that provide intergenerational
equity.

That Murrindindi Shire Council retains its debt
servicing and redemption costs at or below 10.0
cents in the rate revenue dollar, towards interest
and principal, over the life of this SRP.

That Murrindindi Shire Council maintains
discretionary reserves for stand-alone
operations or investments.

That Murrindindi Shire Council considers the
application of an Infrastructure Reserve to be
funded from any uncommitted operating surplus
identified at the end of each financial year.

That Murrindindi Shire Council retains capital
improved value (ClV) as its valuation base;

That Murrindindi Shire Council continues to
provide a municipal charge that approaches 20
per cent of rate revenue plus the municipal
charge to ensure an equitable contribution
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Section

Strategic Direction

towards the unavoidable fixed costs of Council;

3. The total waste management budget is balanced

and fully accounts for all revenue and expenditure
associated with the service.

. That Murrindindi Shire Council ensure:

a) The total waste management budget is
balanced and fully accounts for all revenue
and expenditure associated with the service;

b) The kerbside collection services not subsidise
the cost of resource recovery centres or
commercial waste services;

c) The resource recovery centre fees and
charges be set to meet the costs of operation
and be benchmarked against comparable
operations;

d) The Budget for landfill operations meet the
cost of operations including current and
foreseen licence charges, landfill levies and
the funding of a reserve to meet current
rehabilitation costs and other licence
conditions.

. That Murrindindi Shire Council, in 2011/12,

adopts a:

a) 6.0 per cent plus 1 per cent growth and
rebuild increase in total revenue for general
rates and municipal charges;

b) 10.5 per cent increase in total revenue for
waste collection including funding the cost of
disposal of domestic waste, recycling
collection and the environment levy- primarily
due to increase in EPA Levies.

. That Murrindindi Shire Council pursues recurrent

grant funding and strategic capital funding aligned
with Council Plan objectives, including
benchmarking of results with other councils.

. That Murrindindi Shire Council continues its

strong advocacy to the Victorian State
Government for funding to meet the additional
operating costs required to operate, insure,
maintain and replace the recently new and
enhanced assets from the bushfire recovery
program.

. That, in light of the lower than average revenue

from fees and charges, Murrindindi Shire Council
undertakes detailed analysis on the level of
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Section

Section 7:Asset management

Section 8:Capital works

1.

Strategic Direction

existing fees and charges and investigates new
revenue sources and report recommendations to
Council.

That Murrindindi Shire Council, prioritise renewal
and upgrade over new infrastructure

That Murrindindi Shire Council, as part of the
development of its Service and Asset
Management Plans, consults with the
community to determine how service levels will
be reached including a combination of improved
revenue raising, review of existing service
levels, asset disposal and composition of the
asset portfolio.

That the Murrindindi Shire Council prioritise
renewal and upgrade over new infrastructure in
order to increase the proportion of available
funds spent on this infrastructure to 80 per cent
over 5 years

That Murrindindi Shire Council increases its
capital expenditure over a period of ten years
such that the identified infrastructure gap is
halved by the tenth year.

That Murrindindi Shire Council increases its
capital works commitment at levels that meet or
exceed the targets established in this SRP, and
develops a 10-year capital works program.

That Murrindindi Shire Council initially focuses
capital works on maintaining a critical renewal
level based on maintaining a minimum service
level at levels indicated in Table 12 -
Intervention Levels by Service Area — Asset
Set

(Section 7.6 Condition Assessment), with the
next priority on renewal, upgrade and
expansion.

That Murrindindi Shire Council review and
confirm its future commitment to the renewal of
recently acquired assets from the bushfire
recovery program.

That Murrindindi Shire Council continue its
strong advocacy to the Victorian State
Government to obtain long term external funding
to meet the future costs of renewal and
maintenance of the bushfire recovery new and
enhanced assets.
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Section

Section 9:Service provision 1
and planning

Plan

Section 10:Strategic Financial 1.

Strategic Direction

. That Murrindindi Shire Council annually

determines the range and level of service
provision through the budget process based on
an objective analysis of organisational and
financial capability.

That Murrindindi Shire Council finalises its
preferred rating option for its strategic financial
model to fund the Council Plan, capital
expenditure and service delivery through the
annual budget process. A review of Councils
rating strategy is scheduled for 2011/2012.

That Murrindindi Shire Council reviews its
revenue and expenditure commitments in order to
address the expected operating deficit’s identified
within the LTFP.

That Murrindindi Shire Council reviews its LTFP
in order to address the unfavourable cashflow
position and unsustainable liquidity position
based upon the options for future rate increases
as outlined in this Strategic Resource Plan.

Table 1 — Key Strategies
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2. LINKBETWEEN STRATEGIC RESOURCE PLAN AND

COUNCIL PLAN
2.1 STRATEGIC PLANNING FRAMEWORK

The diagram below shows the links between the SRP and the balance of the corporate
planning framework.

As the diagram illustrates, Council sets the strategic direction to provide the Chief
Executive Officer with the necessary guidance to develop and implement plans, actions
and strategies to achieve these strategic outcomes.

The key strategic documents include the Council Plan, Municipal Strategic Statement and
Public Health Plan. These plans are prepared in accordance with Council policies.

Municipal
Strategic
Statement

£

Council
Policy

|__MURRINDINDI _|

SHIRE

N

Municipal
Pubic Health
Plan

COUNCIL

Council
Plan

Monthly/ Strategic
Quarterly / Resource
Annual Report Plan
to Council &
Community

.Achieving Outcomes
.Monitoring Performance
.Senior Management

Group

.Operational
Business Plans
Asset Management
Plans

Strategic
Indicators and Key
Strateaic Activities

Annual Budget

l ORGANISATION l l
\4
Fees and Salaries, Direct Operating,
Charges Wages and On Charges Recurrent &
Costs Priority
works
v v
Capital Discretionary Service
Works Reserves Delivery
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The strategic planning framework incorporates the Council Plan and Business Plans all
linked together and importantly resourced by the Annual Budget.

The diagram below depicts this framework:

COUNCIL
PLAN

e Vision

¢ Goals

e Outcomes

» Strategies

s Key Strategic
Activities

e Actions

BUSINESS
PLAN

e Service
Profiles

e Critical Issues

e Actions

s Resource
Management

Strategic
Resource Plan

Annual Business
Plan

PERFORMANCE

s Monthly

* Quarterly

¢ Six Monthly

e Annually

s Performance
Evaluation
System

As required by
Legislation or
Management

The planning framework provides for the Council Plan strategies to be linked to Business

Plan actions that are funded and resourced through the Annual Budget.

The organisation then measures and monitors performance and reports to internal and
external stakeholders as required.

Council receives formal reports on a quarterly basis detailing progress against its Council
Plan and on a monthly basis against the Annual Budget.

CT Management Group

Page 16



?
MANAGEMENT GROUP . '
.(I Murrindindi

Shire Councl

Murrindindi Shire Council SRP Report

3. MURRINDINDI SHIRE COUNCIL FINANCIAL
SUSTAINABILITY

3.1 INTRODUCTION

Developing financial strategies for councils is often a difficult process.

. Is council achieving a sufficient amount of revenue to provide services to the
community?

. What should the target be in respect to resourcing expenditure on new assets
(capital expenditure)?

. What is Council’s targeted renewal investment and is this maintaining an
acceptable level of service for the community?

. What is an acceptable rate and charge increase?

. What is an acceptable level of debt?

Some of these answers may come from Prudential Guidelines established by industry
bodies such as the Department of Planning and Community Development.

However, a great deal is left for each Council, as an individual entity, to determine.

How does Council gather appropriate data on which to base decisions about its financial
future?

The use of financial indicators that assess the comparative financial position of each
council in Victoria provides a valuable source of information in establishing financial
strategies.

These indicators highlight the relative financial strengths of each council and uncover the
opportunities that councils may grasp for improvement.

The indicators are used to identify trends in financial sustainability.

This section includes:

. Benchmarking;

. Analysis of Council’s financial sustainability from the perspective of the
Municipal Association of Victoria (MAV) and the Victorian Auditor General
(VAGO); and

. Operating surplus exclusive of capital income and abnormal items.

3.2 BENCHMARKING

The benchmarking program in this SRP is derived from financial data contained in annual
reports from other councils.

This benchmarking ensures data is comparable under the current regulations.

The State Government measures councils’ performance by benchmarking between
councils and establishes a number of Key Performance Indicators (KPIs) for each council
to use.

The KPIs have been derived from Council’s Annual Reports.
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The number of councils in each category is shown in the table below.

Category Description Councils within Category
Inner Melbourne 16
Outer Melbourne 15
Regional Cities 10
Large Shires 16
Small Shires 22
Total 79

Table 2 — Number of Councils in each Category

These key performance indicators are detailed within the relevant chapters of the SRP, and
assist Council to compare its position to other large rural councils.

3.3 ANALYSIS OF COUNCIL'S FINANCIAL SUSTAINABILITY

3.3.1 Financial Sustainability

The concepts most people use in their personal and business lives are basically the same
as those that should be applied to local government; however, those concepts need some
modification.

Councils are perpetual corporations that manage intergenerational community services and
assets. Councils provide the legal framework by which communities own infrastructure and
assets collectively.

The Australian Local Government Association’s (ALGA’s) definition of financial
sustainability is worth noting:

“A Council’s long-term financial performance and position is sustainable
where planned long term service and infrastructure levels and standards
are met without unplanned increases in rates or disruptive cuts to
services.”

It is against this definition then that the sustainability of Murrindindi Shire Council can be
assessed. Interestingly the MAV assessment indicates Council is at “low risk” whilst the
Victorian Auditor General’s Office indicates that “there are no financial viability concerns
identified for Murrindindi Shire Council”.

Underlying Operating Position (Surplus/Deficit)

The underlying operating result as defined by the Institute of Chartered Accountants (2009)
is a measure of the financial sustainability of a Council. Continuous underlying operating
deficits lead to a loss in equity, reduction in asset base, drop in service standards over time
and a deferral of costs to future generations.

The underlying operating result is the operational result (balanced, surplus or deficit) less
gifted assets, developer contributions, asset revaluations, and write offs and impacts of
asset sales. Capital income is further deducted on the grounds it represents an
“‘unmatched” income (expenditure is not included) and it is a non-recurring income source.
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Murrindindi Shire Council had an underlying operating surplus at 30 June 2010 of $1.465
million with projections to reach a deficit position within 2 years due to the impacts of
maintaining newly acquired assets as a result of the bushfire reconstruction project.

Liquidity
The MAV assessment asserts a working capital ratio of 100 per cent is generally

considered desirable. The analysis considers that Councils with working capital above 150
per cent may have the capacity to reduce long-term debt.

While Council’'s working capital ratio for 2009/10 is 259 per cent, it decreases each year for
the life of the 10 year financial plan. The ratio drops below 150 percent at 2011/12 and then
below 100 per cent during 2013/14. The 2009/10 favourable ratio is partly due to the impact
of unexpended capital projects with the progressive decrease mainly due to the additional
costs associated with the VBRRA assets

Rate Effort

The ability to increase rate revenue is a significant factor in determining whether Council is
potentially at risk. Council’s rating effort has been satisfactory although when benchmarked
was below the average effort of the Small Shire group.

Cost and Efficiency

Council is statistically a “low cost” council. Council’'s employee cost as a percentage of total
adjusted expenditure is 17.48 per cent, compared to Small Shire average of 36.90 per
cent. However Council’s favourable result is impacted by the significantly higher contractor
expenses incurred as part of the bushfire restoration project.

Capital expenditure measured as a percentage of adjusted total expenditure was 12.96 per
cent compared to the Small Shire average of 28.28 per cent.

Rates Affordability

Australian Taxation Office (ATO) income data for wage and salary earners (PAYE) can be
used to give some indication of rates affordability.

The Australian Bureau of Statistics (ABS) produces asset of social and economic indices
known as SEIFA. The four indices in the set, which are based on census data, reflect the
level of social and economic wellbeing in local government areas. SEIFA includes the
following indices:

e Advantage/Disadvantage— the proportion of families with high incomes, people
with a tertiary education and employees in skilled occupations. Low values indicate
areas of disadvantage;

o Disadvantage— derived from attributes such as income, educational attainment,
unemployment and dwellings without motor vehicles;

o Economic Resources — relating to family income, rent paid, mortgage repayments
and dwelling size; and

+ Education and Occupation— covering the proportion of people with a higher
qualification or those employed in a skilled occupation. The first three indicators
have been used to reflect on the socio-economic status of local areas and therefore
ability to bear significant increases in rates.

Population Growth
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Population changes have a direct impact on Council costs. For example, population
declines can result in higher unit costs of service delivery because of the fixed nature of
some costs. Rapid population growth can place significant financial pressure on councils to
put new or expanded services in place. Murrindindi Shire is currently experiencing a

gradual annual population increase, an impact therefore assessed as insignificant.

3.3.2

Victoria Auditor General

The Victoria Auditor General’'s Office (VAGO) in late 2007 prepared a report on Local

Government which outlines for the first time a detailed analysis on the financial

sustainability of Councils and Regional Library corporations.

The VAGO'’s indicators of Council viability are:

Indicator

Underlying result

Liquidity

Indebtedness

Self-financing

Investment Gap

Renewal Gap
(VAGO)

Calculation

Adjusted net
surplus/total
underlying revenue

Current
Assets/Current
Liabilities
Non-current
liabilities/own
sourced revenue

Net Operating cash
flow/underlying
revenue.

Capital Spend:
Depreciation

Capital Renewal:
Depreciation

Explanation

Adjusted net surplus is calculated by
removing non-cash developer
contributions and one-off items from
statement of income and expenditure.
Measure of ability to pay existing
liabilities within 12 months.

Compares non-current liabilities
(including loans) to own source
revenue. Own-sourced revenue is used
because it does not include capital
grants.

This is a measure of local
government’s-- ability to fund the
replacement of assets from cash
generated by their operations: the
higher the percentages, the more able
to do so.

This is a measure of whether local
governments are spending on
infrastructure at a greater rate than the
infrastructure is depreciating.
Comparison of the rate of spending on
renewing, restoring and

replacing existing assets, with
depreciation.

Results
2009/10
11.33%

2.59

29.03%

22.711%

1.97

1.39

Table 3 — VAGO Indicators of Council Viability

3.4 OPERATING SURPLUS EXCLUSIVE OF CAPITAL INCOME

AND ABNORMAL ITEMS

One of Murrindindi Shire Council’s long-term financial goals is to achieve an operational
surplus without the inclusion of any capital income (against which there is no matching
expenditure in the operating statement) and abnormal items such as granted assets.
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Adjusted Surplus/Deficit - 2010 - Small Rural —#— Group Average
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Council’s position compares favourably within the Small Shire category at $1.513 million
for underlying operating surplus. This result is partly due to the additional grants received
as part of the bushfire recovery process. However Council’s future position is projected
operating deficits mainly due to the impact of the additional depreciation and operating
costs due to acquisition of the VBRRA assets.

Strategic Direction

1.

2.

That Murrindindi Shire Council continues to benchmark with other Victorian
councils and those within the Small Shire category.

That Murrindindi Shire Council applies the outcomes of this SRP to the 2011/12
Budget.

That Murrindindi Shire Council continues its advocacy to the Victorian State
Government to ensure it receives long term financial support to address legacy
which it faces as a result of the additional cost to operate, maintain and insure
new and enhanced assets as a result of the 2009 bushfire recovery and
reconstruction.

That Murrindindi Shire Council undertake in 2011/12 further long term financial
modelling to identify the most appropriate finance package to address the
consequences of the new and enhanced assets.
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4. LONG-TERM BORROWING STRATEGIES
4.1 INTRODUCTION

This section includes:
. Background to Murrindindi Shire Council’s current debt portfolio;
. Measuring what level of debt is appropriate;
. Loan borrowings policy;
. Financial indicators;
. Prudent debt level;
. Future loan program.

4.2 BACKGROUND TO CURRENT DEBT PORTFOLIO

The table below highlights Council’s interest-bearing liabilities, i.e. the movements that
have occurred over the past two financial years, the 2011/2012 forecast and the 2012/13
and 2013/14 likely budget projections.

Debt Type Position at Position at  Forecast at Budget at Budget at
30 June 30 June 30 June 30 June 30 June

2010 2011 2012 2013 2014

$°000s $°000s $ $ $

Loans 4,204 4,126 4,344 4,100 3,838

Table 4 — Council’s Interest Bearing Liabilities

Borrowings in 2011/12 are $0.9 million.

4.3 MEASURING WHICH LEVEL OF DEBT IS APPROPRIATE

Deciding an appropriate debt level is a difficult task. Each council is different and the level
of debt that is appropriate for Murrindindi Shire Council may not be acceptable for another
council.

The following factors are seen as important issues for consideration by Murrindindi Shire
Council:

. level of debt servicing as a proportion of rate revenue;

. ability to raise revenue in addition to rates;

. level of realisable assets to support the indebtedness;

. achieving the right mix of capital works and debt commitments;
. growth rate of municipality;

. community needs; and

. demographics

The table below highlights the relative debt levels of councils within the Small Shire
grouping at 30 June 2010. Murrindindi Shire Council’s relative debt level is also shown.
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By comparing a number of different debt ratios within the council grouping, Murrindindi
Shire Council can begin to consider what level of debt is appropriate.

Council Debt Debt Total Debt Total Debt Total Debt
Servicing/ Commitment Liabilities Commitment / Own | Rate
Adj. Total | Rates / / Own Source Revenue
Revenue Realisable Source Revenue
Assets Revenue
Alpine 0.40% 2.05% 10.67% 1.25% 9.23% 15.14%
Ararat 0.04% 1.80% 6.15% 1.02% 0.00% 0.00%
Bass Coast 0.66% 3.40% 7.67% 1.96% 10.11% 17.58%
Benalla 1.84% 9.73% 18.05% 5.91% 33.03% 54.40%
Buloke 0.64% 1.10% 20.11% 0.65% 0.00% 0.00%
Central Goldfields 2.28% 6.68% 22.16% 3.20% 38.91% 81.25%
Gannawarra 1.14% 5.87% 15.55% 2.55% 14.59% 33.61%
Golden Plains 0.62% 3.41% 17.28% 1.46% 13.23% 30.93%
Hepburn 1.06% 5.19% 11.67% 3.06% 16.73% 28.30%
Hindmarsh 0.00% 0.00% 9.46% 0.00% 0.00% 0.00%
Indigo 0.66% 7.84% 9.64% 3.57% 8.97% 19.69%
Loddon 0.31% 2.47% 10.53% 0.90% 4.37% 11.98%
Mansfield 1.65% 7.95% 17.13% 4.84% 18.04% 29.63%
Mt Alexander 0.77% 3.57% 15.23% 2.14% 9.64% 16.14%
Murrindindi 0.55% 13.45% 17.76% 2.35% 6.44% 36.82%
Northern 0.80% 5.28% 7.33% 2.16% 7.89% 19.26%
Grampians
Pyrenees 0.61% 3.77% 13.36% 1.82% 17.98% 37.16%
Queenscliffe 1.78% 7.03% 6.10% 4.59% 22.04% 33.76%
Strathbogie 1.12% 6.50% 14.42% 3.62% 18.18% 32.62%
Towong 0.37% 1.73% 11.57% 0.80% 4.90% 10.57%
West Wimmera 0.00% 0.01% 15.97% 0.00% 0.00% 0.00%
Yarriambiack 0.08% 6.42% 8.74% 3.23% 2.30% 4.58%
Average 0.79% 4.78% 13.02% 2.32% 11.66% 23.34%
Median 0.65% 4.48% 12.52% 2.15% 9.43% 19.47%
Table 5 — Council Comparison Debt Levels within Large Shire Group
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Total Debt Levels - 2010 - Small Rural —&— Group Average
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The details provided in the financial ratios with respect to debt management with the Small
Shire council’s highlights the following points.

Murrindindi Shire Council’s debt position as compared to the councils in their group can be
described as follows:

. Murrindindi Shire Council’s financial ratios are well within State government
prudential guidelines;

. The debt commitment ratio of 13.45 per cent in 2009/10 meant ratepayers
funded principal redemption and interest at 13.45 cents in every dollar of
rates paid; and

. Council’s debt levels provide opportunity to use debt as a means of financing
new capital including where the life of the asset exceeds a generation.

4.4 BORROWING ASSESSMENT POLICY

Council assessed its capacity to borrow against the Victorian State Government’s
Prudential Guidelines.

The administration of the Local Government sector’s borrowing involves:

. The collation of the sector’s borrowing requirements through an annual
survey;

. The assessment of individual council’s borrowings; and

. Recommendation to the Department of Treasury and Finance (DTF) of the
aggregate net new borrowing requirement of the sector.

All borrowings by individual councils are assessed under a borrowings assessment policy
adopted by the Local Government Division.

The policy identifies key areas of financial management with certain thresholds that are
required to be met.
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Area Financial Indicator Threshold Position Forecast Budget
(Prudential 2009/10  2010/11 2011/12
Guidelines)
Liquidity Current Assets to 1.5 2.59 2,27 1.43
Current Liabilities
Debt Exposure Total Indebtedness to 50% 16.39 28.05 42.37
Total Realisable Assets
Debt Servicing Debt Servicing Costs as 5% 0.46 0.42 0.70
a % of Total Revenue
Debt Debt Servicing and 10% 13.45 6.82 712
Commitment Redemption Costs as a
% of Rate Revenue

Table 6 — State Government Prudential Guidelines - Thresholds

While Murrindindi Shire Council is within the State Government Prudential Guidelines as at
30 June 2010, the LTFP indicates a gradual decrease of the liquidity ratio to below 1.5 at
2011/12 with further reductions to an unacceptable level during the life of the LTFP.

4.5 WHAT DO THE FINANCIAL INDICATORS MEAN?

Detailed below is Council’s performance on a number of the financial indicators which are
necessary for borrowing approval by State Government.

4.5.1 Liquidity — Threshold 1.1:1

Current Assets to Current Liabilities

This indicator reflects the short-term liquidity position; that is, Council’s ability to repay
current commitments from cash or near cash assets. Councils with a ratio of 1.1:1 and
below, or with a deteriorating trend, may be financially at risk of not being able to meet
creditors’ commitments. Council’s working capital ratio was 259 per cent at 30 June 2010.

4.5.2 Debt Exposure — Threshold 50 Per cent

Total Indebtedness / Realisable Assets

This indicator reflects the ability to acquit liabilities with the proceeds from the disposal of
its realisable assets. Ideally, total liabilities should be significantly less than 50 percent of
total realisable assets. Council’s ratio was at 16.39 per cent at 30 June 2010.

4.5.3 Debt Servicing — Threshold 5 Percent
Debt Servicing Costs as a Percentage of Total Revenue

This indicator reflects the proportion of total revenue that is used to service debt (interest
on outstanding debt and any loan administration charges) and which cannot be used
directly for service delivery. A threshold of 5 per cent has been set.

The Council’s ratio is at 0.46 per cent at 30 June 2010.

To encourage longer term planning by councils, the framework also includes an
assessment of reasons for the new borrowings. This rationale is explained in Council’s
policy, which is to fund long-term intergenerational assets from loan funds to ensure
intergenerational equity.

Council’s forecast is within the State Government prudential guidelines at 30 June 2010.
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4.6 WHAT IS A PRUDENT DEBT LEVEL?

4.6.1 Debt Servicing Costs as a Percentage of Rate Revenue

An additional financial ratio, namely debt commitment costs as a percentage of rates. Debt
commitment costs include principal and interest repayments in a year.

This ratio details how much of Council’s rate dollar is being spent to repay debt and interest
as an overall percentage of Council’s rate revenue

In 2009/10, 13.45 cents in rate dollar was spent on servicing debt — both principal and
interest payments. Council proposes 0.9 million borrowings in the 2011/12 year.

Along with the State Government Prudential Guidelines Council proposes to limit its debt

servicing and redemption costs to 10.00 cents in every rate dollar. It should be noted that
the 2009/10 result of 13.45 cents is due to a relatively higher scheduled debt redemption
during 2009/10 wherein the ratio reduces to less than 10.00 cents for the life of the LTFP.

4.7 FUTURE LOAN PROGRAM

The use of loans to fund capital expenditure is an effective mechanism of linking the
payment for the asset to successive generations who receive benefits over the life of that
asset. This matching concept is frequently referred to as “intergenerational equity”.

Council will review its need for loan funds annually when consideration of the capital work s
program is undertaken.

An indicative level of borrowing will be applied to the 2011/12 SRP following the
development of a 10 year capital works program.

Council, following the adoption of a 10-year capital works program will review the level of
the borrowings within the policy limit.

Strategic Direction

1. That Murrindindi Shire Council, based on compliance with the State
Government Prudential Guidelines, borrows funds for capital expansion
projects that provide intergenerational equity.

2. That Murrindindi Shire Council retains its debt servicing and redemption costs

at or below 10.00 cents in the rate revenue dollar, towards interest and
principal, over the life of this SRP.
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5. STATUTORY, DISCRETIONARY RESERVES

5.1 INTRODUCTION

Victorian councils have traditionally operated with reserve funds that are allocated for
specific purposes. These funds do not have bank accounts of their own but are a
theoretical split-up of Council’s equity. Discretionary reserves are used only as an indicator
of funds for specific purposes and represent what those functions have earned.

The following section details Murrindindi Shire Council’s notional reserves.

5.2 NATURE AND PURPOSE OF DISCRETIONARY RESERVES

Murrindindi Shire Council now allocates expenditure for known outlays and revenues,
directly to the financial year where the expenditure will be incurred, rather than to specific
reserve funds. The traditional transfer to and from reserves is generally no longer
undertaken as it is contrary to the requirements of the accounting standards and regulated
standard reporting that now applies under the Local Government (Financial and Reporting)

Regulations 2004.

Discretionary

Actual
30 June 2010
$000’s

Garbage

741

Marysville Caravan Park

242

Parking

44

Coster Street Units

8

Shaw Avenue

44

Road Maintenance

16

Yea Saleyards

419

Alexandra Saleyards

34

Public Open Space

372

Yea Caravan Park

42

Total

1,963

Actual -30 June 2010

Statutory reserve

$000’s

Long Service Leave 1,934

Total 1,934

Total Discretionary & Statutory 3,897

Table 7 — Discretionary Reserves
Strategic Direction
1. That Murrindindi Shire Council maintains discretionary reserves for stand-alone
operations or investments.

2. That Murrindindi Shire Council considers the application of an Infrastructure

Reserve to be funded from any uncommitted operating surplus identified at the

end of each financial year.
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6. RATING AND OTHER REVENUE STRATEGIES
6.1 INTRODUCTION

This section includes:
. Valuations
. Background to present rating system;
. Components of Council’s rating base;
. Rates and charges Budget 2011/12;
. Rating strategy;
. Waste services;
. Grant revenue;
. Victoria Grants Commission; and
. Fees and charges revenue.

6.2 VALUATIONS

6.2.1 General valuation

Valuations are conducted under the provisions of the Valuation of Land Act (1960) with
each separate occupancy on rateable land computed at its net annual value (NAV), capital
improved value (CIV), and site value (SV).

Valuations are carried out using Valuation Best Practice Principles as set down by the
State Government Valuer General. In Murrindindi Shire Council, data on every property is
recorded and used by independent valuers with sales, rentals and other information to
determine the valuations.

A general valuation (revaluation) establishes the value of a property relative to all other
properties, that is, its market relativity. Valuations form the basis of Council’s rating system;
therefore, their accuracy is of paramount importance.

General valuations are required every two years. This ensures a common date is used for
all valuations. The 2010 revaluation was undertaken based on property values as at 1
January 2010.

The revaluation does not in itself raise the total rate income for Council, as the rates are
distributed based on the property value of all properties across the Shire. As a result of the
revaluation, some property owners may pay more in rates and others less, depending on
the new valuation of their property, relative to others.

The next revaluation will be undertaken in 2012.

6.2.2 Definitions of valuations

Murrindindi Shire Council uses the capital improved method of valuation (CIV), which is the
market value of a property including land, buildings and improvements. CIV has the
following long-term advantages relative to other valuation bases:
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. flexibility to apply an unlimited range of strategic differentials;

. does not prejudice the industrial, commercial and retail sectors in terms of the
rate burden; and

. is easier for people to understand.

The other valuation bases the Valuer is required to return are:

. Site value (SV) which is the market value of land excluding improvements;
and

. Net annual value (NAV) which represents the reasonable annual rental of a
property, minus specified outgoings. In most cases this is five percent of the
CIv.

6.2.3 Supplementary valuations

Supplementary valuations are made during the financial year when a significant change to
the valuation occurs.

The most common causes for supplementary valuations are:
. construction of a new dwelling or building;
. subdivision of a property; or
. consolidation of properties Council presently undertakes this task on a
quarterly basis.

As a result of a supplementary valuation, a rate notice is issued to reflect any change in
rates.

6.3 RATING STRATEGY
6.3.1 Principles and Options

Murrindindi Shire Council’s rating strategy establishes a framework by which rates and
charges will be shared by the community. In developing a long-term financial plan, rates
and charges are an important source of revenue.

The rating system determines how Council will raise money from properties within the
municipality. It does not influence the total amount of money to be raised, only the share of
revenue contributed by each property.

The total money to be raised is taken from Council’s long-term financial plan.

Council and the community invariably confront tradeoffs and the principles are designed to
improve the quality of decision making in this environment. The principles set out below
were synthesized from a number of sources including the work published by a number of
authors quoted in the Productivity Commission report, Assessing Local Government
Revenue Raising Capacity.

Use was also made of long-established principles in the public finance and economics
literature, as well as some of the principles outlined in recent Financial Sustainability
reports around the nation.

The proposed principles are as follows are further explained in Appendix A:
. Sustainable financial management;
. Evaluating and setting priorities;
. Core functions;
. Identifying cost of service delivery;
. Prudent borrowings for infrastructure;
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. Rate setting and pricing for services;
. Openness and transparency, and
. Providing services on behalf of other tiers of government.

The wider and more rigorous application of the principles offers Council a way to determine
more effectively which services local communities really want or value and how much they
are prepared to pay for them.

Council can then exercise its legitimate governance role and determine not only who wants
what service and who benefits but what is socially equitable, that is, who pays how much.

Council will review its differentials in accordance with these principles in the 2011/12
financial year to coincide with the general revaluation.

6.4 BACKGROUND TO THE PRESENT RATING SYSTEM

Prior to dealing with the rating strategy, it is important to have a broad knowledge of the
present rating structure.

The table below outlines the initial rates levied for 2010/11

Actuals 2010/2011

Rating Category Budget 2010/2011 Raised Valuation

Residential 3,726,715 | $ 3,771,082 | $ 1,283,304,100
Commercial 431,058 | $ 431,311 | $ 148,436,000
Rural 1 2,247,870 | $ 2,254,186 | $ 1,032,080,000
Rural 2 1,914,587 | $ 1,933,916 | $ 659,293,000

104,106 [ $ 102,605
54,005 | $ 53,726
8,478,431 $ 8,546,826 $ 3,123,113,100
2,080,120 [ $ 2,082,650
1,424,815 | $ 1,455,600
364,748 | $ 375,000
12,348,114 $ 12,460,076

Supplementary Rates

Agreement in Lieu of Rates (Power Station)
Sub Total Rates
Municipal Charge

Garbage - Kerbside Collection

Recycling
TOTAL RATES AND CHARGES
Table 8 — Rates Levied — 2010/11

6.5 COMPONENTS OF COUNCIL'S RATING BASE

6.5.1 Introduction

0 RN RV EVRN U0 RV RVoR Vo B VL RV, RV

Murrindindi Shire Council levies differential rates, annual service charges and a municipal
charge, to raise its annual rates and charges revenue. The legislative basis of the following
and details of how they apply to Murrindindi Shire are available upon request:

. Differential Rates — Legislation;
. Municipal Charges;

. Special Rates and Charges;

. Service Rates and Charges; and
. Rebates and Concessions
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6.6 ASSESSMENT OF CURRENT RATING LEVELS

Comparing the relativity of rating levels between councils can be a difficult exercise due to
debate over the most appropriate methods to use and the inability to take into account the
intricacies of rating structures in different councils. Also, cash holdings of municipalities
vary and councils have significantly different infrastructure needs and geographic sizes. For
example, Surf Coast Shire is 1,560 square kilometres, compared to Moira Shire at 4,057
square kilometres and Wellington Shire at 10,200 square kilometres.

Rates as % of Total Revenue - 2010 - Small Rural —o— Group Average

70.00%

60.00%

50.00%

40.00%

30.00%

20.00%

10.00%

0.00%

Each municipality also has significantly different levels of capital works, funding structures
for capital works and varying debt levels. On rates per assessment basis in the
2009/10financial year, Murrindindi Shire Council has a lower than average rating effort as
reflected by the rates as a percentage of total revenue (refer graph above). By comparison
the rates per capita result is marginally less than the average for small rural shires. The
result is skewed due to the higher than additional non rate revenue received for funding of
bushfire recovery projects.
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Rates Per Capita - 2010 - Small Rural
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6.7 RATES AND CHARGES BUDGET - 2011/12

6.7.1

Introduction

This section details issues regarding rating parameters.

6.7.2

Revenue — rate and municipal charge increase — 2011/12

A key decision of Council during the life of the SRP is to determine the level of rate
increase that will address funding levels for capital works, service provision for the
municipality and improve Council’s long-term financial sustainability.

Council’s required rate revenue for 2011/12 is $13.5 million based on a 6.0 percent plus
1.0 percent growth and rebuild over 2010/11 levels.

The outcome of this level of increase is as follows:

A 6.0 per cent plus 1.0 per cent growth and rebuild increase in rates in
2011/12 will provide an additional $1.047 million (includes supplementary
rates) over the 2010/11financial year.

The municipal charge for 2011/12 levies $2.222 million which is set at the
19.35 per cent of the total revenue from rates and municipal charges. The
maximum revenue allowable for the municipal charge is 20 per cent of total
revenue from rates and municipal charges, Section 159 of the Local
Government Act. The municipal charge ensures all properties pay an
equitable contribution towards the unavoidable fixed costs of Council.

Total revenue from rates and service charges in 2011/12 is $13.5 million.
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ACTUAL PROPOSED

Rating Category

2010/2011 2010/2011 2010/2011 2011/2012  2011/2012

Differential Rate Raised To Be Raised Var %

Residential 0.002904 100%| S 3,771,082 | $ 4,169,953 10.58%
Commercial 0.002904 100%| $ 431,311 | $ 462,082 7.13%
Rural 1 0.002178 75%| S 2,254,186 | S 2,398,469 6.40%
Rural 2 0.002904 100%| $ 1,933,916 | $ 2,066,658 6.86%
Supplementary Rates S 102,605 | $ 110,000 7.21%
Agreementin Lieu of Rates (Power Station) S 53,726 $ 55,070 2.50%
Sub Total Rates $ 8,546,826 9,262,232 8.37%
_

TOTAL RATES & MUN CHGS 256 $ 10,629,476 $ 11,484,340 8.04%
Garbage - Kerbside Collection S 1,455,600 | $ 1,633,019
Recycling K S 375,000 | $ 390,100
TOTAL RATES & CHARGES S 12,460,076 $ 13,507,459 8.41%
Average S 7.83%

Table 9 — Projected Rates Levied

Council has undertaken to complete a review of its rating strategy in 2011/12.

6.8 WASTE SERVICE CHARGES

6.8.1 Introduction

Council is empowered under Section 162(1) (b) of the Local Government Act (1989) to levy
a service charge for the collection and disposal of refuse.

Murrindindi Shire Council has typically used this option through the raising of garbage and
recycling charges on the annual rate assessment.

The purpose of this charge is to meet the costs of waste disposal and recycling activities
throughout the Council area, including development and rehabilitation of Landfill sites and
the operating costs of Tips and Transfer Stations.

A total of $2.02 million will be received for garbage services, water and drainage in
2011/12 to support recurrent operating expenditure. The primary reason for the increase in
charges is due to levies which Council must pay to the State Government.

6.9 GRANT REVENUE

As at 30 June 2010 Murrindindi Shire Council was above average in terms of receiving
government grant revenue, compared to its like council grouping as outlined in the graph
below. As a benchmark Murrindindi Shire Council receives 8.79 per cent of its revenue (as
a percentage of total revenue) from operating grants compared to the average of Small
Shires at 31.79 per cent. The result is skewed due to the higher than additional non
recurrent operating grant revenue received for funding of bushfire recovery projects.
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Recurrent Grants - 2010 - Small Rural
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Murrindindi Shire Council must continue its strong focus on securing grant revenue,
particularly for capital works. Grants (capital and operating) at 30 June 2010 totalled
$54.244 million of which $42 million related to the bushfire recovery program. With a

longer term capital works program in place Council should be able to target and focus on

grants that align with its overall strategic direction.

6.10 VICTORIA GRANTS COMMISSION

Council receives approximately 9.5 per cent of its revenue from the Victoria Grants

Commission. This revenue is projected at $3.14 million

in 2010/11 and budgeted at $4.28

million in 2011/12. The 2010/11 amount only comprises three of four quarterly payments

due to the first quarter being received in the prior year.

6.11 FEES AND CHARGES REVENUE

Murrindindi Shire Council’s fees and charges revenue as a percentage of its total revenue
is well below average for Small Shires as outlined in the graph below.
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Fees & Charges/Total Revenue - 2010 - Small Rural

=== Group Average
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Strategic Direction

1.

That Murrindindi Shire Council retains capital improved value (CIV) as its
valuation base;

That Murrindindi Shire Council continues to provide a municipal charge that
approaches 20 per cent of rate revenue plus the municipal charge to ensure an
equitable contribution towards the unavoidable fixed costs of Council;

The total waste management budget is balanced and fully accounts for all
revenue and expenditure associated with the service.

That Murrindindi Shire Council ensure:

a) The total waste management budget is balanced and fully accounts for all
revenue and expenditure associated with the service;

b)  The kerbside collection services not subsidise the cost of resource recovery
centres or commercial waste services;

c) The resource recovery centre fees and charges be set to meet the costs of
operation and be benchmarked against comparable operations;

d) The Budget for landfill operations meet the cost of operations including
current and foreseen licence charges, landfill levies and the funding of a
reserve to meet current rehabilitation costs and other licence conditions.

That Murrindindi Shire Council, in 2011/12, adopts a:

a) 6.0 per cent plus 1.0 per cent growth and rebuild increase in total revenue
for general rates and municipal charges;

b) 10.5 per cent increase in total revenue for waste collection including
funding the cost of disposal of domestic waste, recycling collection and the
environment levy.
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6.  That Murrindindi Shire Council pursues recurrent grant funding and strategic
capital funding aligned with Council Plan objectives, including benchmarking of
results with other councils.

7.  That Murrindindi Shire Council continues its strong advocacy to the Victorian
State Government for funding to meet the additional operating costs required to
operate, insure, maintain and replace the recently new and enhanced assets
from the bushfire recovery program.

8.  That, in light of the lower than average revenue from fees and charges,
Murrindindi Shire Council undertakes detailed analysis on the level of existing
fees and charges and investigates new revenue sources and report
recommendations to Council.
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7. ASSET MANAGEMENT
7.1 INTRODUCTION

Linking asset management to Council’s strategic financial direction is fundamental to
achieving the goal of long-term financial sustainability.

This section includes:
. Background to Council’s total asset portfolio at 30 June 2010;
. Summary of fixed assets;
. Key questions to determine service level/investment;
. Sustainability index;
. Condition assessments;
. Strategic asset management; and
. Future asset management

7.2 BACKGROUND TO COUNCIL’S TOTAL ASSET PORTFOLIO
AT 30 JUNE 2011

Accounting for an asset requires the recognition of all costs associated with asset
ownership including creation/acquisition, operations, maintenance, rehabilitation, renewal,
depreciation and disposal. This “life cycle” approach needs to be recorded at an individual
asset level so all the costs of owning and operating assets are known and understood.

For accounting purposes assets are grouped into current and non-current assets. Current
assets are cash or those assets that are considered to be readily convertible to cash. This
asset grouping includes cash at bank, investment funds, stock on hand, debtors and land
held for resale. The projected balance of current assets held by Murrindindi Shire Council
at 30 June 2011 is projected to be $14.712 million. This balance is higher than normal due
to the receipt of one off funding for bushfire recovery operations. Current assets, excluding
bushfire funding is in the order of $9 million.

Non-current assets consist of Council’s debtor accounts not expected to be collected in the
coming 12 months and Council’s fixed assets. Fixed assets consist of land, buildings,
plants, furniture, roads, drains, playgrounds and other similar infrastructure assets. The
projected total value of fixed assets at 30 June 2011 is $251.281 million. The balance of
this section will focus on the fixed assets and the management strategies that Council is
pursuing.

7.3 SUMMARY OF FIXED ASSETS

Councils all over Australia are facing the problem of ageing assets in need of renewal.
Many of these assets were not initially funded by councils, but came by State and Federal
government grants, developer contributions, or from a shift of responsibilities for State
owned assets to Local Government. In December 1998, the then Department of
Infrastructure (DOI) undertook a Victorian Local Government Infrastructure Study — Facing
the Renewal Challenge.
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Council has subsequently increased its investment in renewal and maintenance to the
present level.

As at 30 June 2010, Council’s fixed assets and land held for resale are detailed below:

Fixed Assets WDV 30 June
2010

$000’s

Land 22,828
Plant and Equipment 5,312
Buildings 29,131
Bridges 0
Footpaths 0
Kerb & Channel 0
Drainage 6,739
Roads Street and Bridges 151,411
Road Formations 0
Streetscape and Recreation 0
Works in Progress 1,459
Total 216,880

Table 10 — Fixed Assets and Land Held for Resale

Depreciation charges useful lives and the rate at which the economic benefits are
consumed is reassessed following condition assessments and when general valuations are
undertaken.

All changes to depreciation charges have been passed by Council’s external auditor and
reported to Council’'s Audit Committee prior to being adopted by Council.

Council’s depreciation charges as a percentage of its total assets are benchmarked and
depicted in the following graph. The result means that Council’s infrastructure assets are
expected to last approximately 50 years compared to the infrastructure assets for the Small
Rural Council’s that are expected to last approximately 38 years. While not a major
concern, Council should review its depreciation rates and align with the rate of deterioration
as identified by the Moloney Model results.
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Depreciation on Infrastructure / Infrastructure Assets - 2010 - Small
Rural

=== Group Average
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7.4 KEY QUESTIONS TO DETERMINE SERVICE
LEVEL/INVESTMENT

The key questions with respect to infrastructure investment are detailed below:

. How much does it cost ratepayers to retain the current infrastructure portfolio,
that is, what is the long-term average cost of renewal plus maintenance?

. How much will need to be spent in the short term (next 10 years) relative to
the renewal expenditure invested in the recent past?

. How much more management effort (financial and operational) will be
required of Council as its assets age?

. What assets are at the “at risk” phase (intervention level) of their life cycle and
will ultimately result in their being unserviceable and unsafe?

. What outcomes would the community and Council like to achieve with respect
to asset upgrades? For example, would Council like to see an extension to
the sealed road network, or playground network?

. Are the Council assets providing the level of service expected by the
community?

. What assets should the community “manage for decline” — public halls,
buildings, bridges, roads?

7.5 SUSTAINABILITY INDEX

The Department of Infrastructure’s (DOI's) “infrastructure study” calculated a sustainability
index for each Victorian council. The sustainability index indicates the extent of the gap
between a council’s current investment in asset renewal and the required level of
investment to ensure the asset remains serviceable for its useful life. This is determined
largely by historical factors and the long term sustainable level of costs for the existing
assets. The index measures future management requirements of each council.
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Type of Expenditure Definition Purpose/Example

Maintenance Expenditure on an asset that maintains  Life extension: Extending asset lives by
the asset in use, but does not increase repair, reducing average annual
its service potential or life. consumption costs and renewal rates, eg.

Repairing a single pipe in a drainage
network or a pothole.

Capital Renewal Expenditure on an existing asset or a Retains an existing service level, e.g. Re-
portion of an infrastructure network sheeting a road reseals, resurfacing an
which returns the service potential, or oval.

extends the life of the asset, to its
original potential.

Capital Upgrade Expenditure on upgrading the standard Increases the quality of service provided
of an existing asset to provide a higher to ratepayers or provides new services,
level of service, or to extend the life of eg. Widening the pavement of a sealed

the asset beyond its original standard. area of an existing road.

Capital Expansion Expenditure on extending an Extends services to newly developing
infrastructure network at the same areas of the Shire where there are new
standard enjoyed by existing residents ratepayers, eg. Extending a road or
to a new group of users. drainage network, new pre-school.

*The average annual asset consumption is a measure of the asset consumption costs being incurred today.
To the extent that they are not funded by today’s ratepayers, the annuity becomes one for future generations
Table 11 — Fixed assets and land held for resale

The sustainability index is an accounting measure based on the difference, expressed as a
percentage, between Council’'s annual depreciation charge and renewal annuity.

Murrindindi Shire Council’s Sustainability index as at 30 June 2010 was 68.74 per cent.
This unfavourable result is impacted by the low percent completion of Council’s 2009/10
capital works program. Only $3.1 million of the $9.8 million renewal program was
completed during the 2009/10 year. Council’s need to complete in the order of $4.5 million
of renewal capital to achieve a target of 100 per cent renewal replacement (sustainability
index).

The sustainability index (renewal) indicates the extent to which current ratepayers are
contributing to the assets they are now consuming.

7.6 CONDITION ASSESSMENT

Monitoring asset condition and performance relates to the ability of the asset to meet
targeted levels of service. Asset condition reflects the physical state of the asset and the
functional level of service it is capable of providing. Monitoring asset condition and
performance throughout the asset life cycle is important in order to identify underperforming
assets or those which are about to fail — that is, assets at the critical renewal level where if
reinvestment is not funded the cost of future renewal will exponentially increase along with
the risk of the asset being below accepted safety standards .

Murrindindi Shire Council has developed its Asset Management System to position Council
to readily monitor asset condition and performance and to:

. Identify those assets which are under performing;
. Predict when asset failure to deliver the required level of service is likely to
occur;

Ascertain the reasons for performance deficiencies; and
Determine what corrective action is required and when (maintenance,
rehabilitation, renewal).

The Asset Management System not only records asset condition and asset
defects/inspection details; it is also capable of providing financial management and year-
end accounting and valuation data.
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Priority is on funding the annual renewal annuity based on predetermined service levels

which are shown in the table below.

Murrindindi Shire — INTERVENTION LEVELS BY SERVICE AREA

ASSET SET IL LEVEL
Pavement (High Traffic) Urban 7.00
Pavement (Low Traffic) Urban 8.00
Asphalt High Traffic Urban 8.00
Asphalt Low Traffic Urban 8.00
Spray Seal (High Traffic) Urban 6.00
Spray Seal (Low Traffic) Urban 6.00
All Kerbs 7.00
Pavement (High Traffic) Rural 8.00
Pavement (Low Traffic) Rural 8.00
Spray Seals (High Traffic) Rural 6.00
Spray Seals (Low Traffic) Rural 7.00
Shoulder Pavement (High Traffic or Narrow Seal)

Shoulder Pavement (Low Traffic)

Pavement (High Traffic) Unsealed 9.00
Pavement (Low Traffic) Unsealed 10.00
Carpark Pavements 8.00
Carpark Seal 8.00
Concrete Pathways & areas 9.00
Brick Paved Pathways & areas 8.00
Sealed Pathways 8.00
All other Pathways 9.00
Structure Long Life 8.00
Structure Short Life 7.50
Pits 9.00
Pipes 9.00
Long Life 9.00
Short Life 8.00
Roof Cladding 8.00
Mechanical 8.00
Fit Out 8.00
Street & Park Furniture

Active Reserves (Footy Ovals etc)

Manicured Turf (Bowling Greens etc) 8.00
Play Equipment 7.00
Synthetic Playing Surfaces 8.00

Bores, Pumps

Reticulation

All Lighting

Asset set 39

Asset Set 40

Table 12 — Intervention Levels by Service Area — Asset Set
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Council has determined that no asset’s condition will be allowed to go below these levels
as the cost of renewal significantly increases and the asset’s functionality, safety and ability
to provide its intended service level is compromised.

Council has largely collected condition data for all of its major asset categories and is now
in a position to commence detailed Service and Asset Management Plans.

The benefits of knowing the current condition and performance (level of service) an asset
provides are:

. Ability to plan for and manage the delivery of the required level of service;

. Avoidance of premature asset failure, leaving open the option of cost-effective
renewal;

. Managing risk associated with asset failures;
. Accurate prediction of future expenditure requirements; and
. Refinement of maintenance and rehabilitation strategies.

Council, as asset managers, need to be able to assess the relative merits of rehabilitation /
renewal / replacement options and identify the optimum long-term solution through a
decision related to levels of service.

Council needs to strategically determine an affordable level of service to manage the
emerging condition profile.

The benefit of that knowledge now is the management process can commence across the
entire asset portfolio.

The following graph depicts the predicted level of renewal expenditure required across all
asset categories for Murrindindi Shire Council until 2029. The graph indicates a shortfall
between renewal funding and renewal demand resulting in the increasing line that identifies
the percentage of assets above intervention (exceeds their useful life and past their due
date for replacement).

mm Proposed Renewal Exp. $ - All Asset Groups
CPredicted Renewal Expenditure Requirement - All Asset Groups
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Council now has this information for all of its asset categories and is now positioned to
strategically consider these issues.

7.7 STRATEGIC ASSET MANAGEMENT

Council reviews its Asset Management Policy on a triennial basis.

Other major elements are the Asset Management Strategy which details specific actions to
be undertaken by Council to improve asset management capability and achieve specific
strategic objectives.

Service and Asset Management Plans are subsequent components where long-term plans
(10-years and beyond) outline service levels for each asset category.
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The table below explains the objectives and typical contents of these documents:

Asset Management Strategy Asset Management Plans
Specific actions to be undertaken by Council in order | Long-term plans (usually 20 years or more for
to improve or enhance asset management capability infrastructure assets) that outline the asset
and achieve specific strategic objectives. activities for each service area.
Develops a structured set of actions aimed at Outlines actions and resources to provide a defined
enabling improved asset management by Council. level of service in the most cost effective way.
s A description of the current status of asset ¢ A summary of Council’s strategic goals and
management practices (processes, asset data key asset management policies.
and information systems). s Definition of levels of service and performance
e Organisation’s future vision of asset standards.
management. ¢ Demand forecasts and management
¢ A description of the required status of asset techniques.
management practices to achieve the future s Description of the asset portfolio.
vision. s A broad description of the lifecycle
+ |dentification of the gap between the current management activities for operating,
status and the future vision (a “gap analysis”). maintaining, renewing, developing and
s |dentification of strategies and actions required to disposing of assets.
close the gaps, including resource requirements | « A cash-flow forecast.
and timeframes.  Key asset management improvement actions
including resources/timeframes.

Table 13 — Asset Management Plan Objectives and Document Content

Council has reached the point where it has identified and funded its critical renewal — no
asset’s condition goes beyond those shown in table 12 (Section 7.6 Condition
Assessment). Council is now in a position to analyse its condition profile and determine
and understand the cost of a predetermined service level.

Alternatively Council may allow some assets to degrade in condition, freeing up funds to
improve the level of service for other assets.

7.7.1 Community Consultation

Council aims to ensure its assets are relevant to the community, as retention of unused
assets places a financial burden on the community. Council’s Strategic Resource Plan is
presently focused on funding a “service level” that prioritises critical renewal and maintains
average condition to meet community expectation.

The challenge ahead is to understand the community’s expectations and provide service
level and funding options to accommodate this. The target for Council in 2011/12 will be to
engage with the community in discussions about levels of service to provide the opportunity
for differing service levels to be costed and reviewed.

Sound Asset Management is:
. Knowing what assets we own (Asset Register);
. Understanding the condition and expected lives of our assets;
. Knowing what ‘levels of service’ customers want;
. Having processes in place to establish priorities and allocate funds;
. Knowing the long-term funding requirements associated with our assets; and

. Having documented Asset Management Plans detailing levels of service will
be a challenge during 2011/12.

The first issue is to determine the outcomes the community want to achieve — what is the
strategy? The next issue is what services, including their performance levels, are required
to meet the community outcomes? Finally what infrastructure or assets are required to
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support the service level? Too often Council starts focusing on the asset rather than on the
outcome/service level it requires.

A review of this nature may result in assets no longer being required to support community
outcomes.

7.2 Asset Management Working Group

The Asset Management Working Group (AMWG) is a cross-functional professional team
with representatives from all Council departments. The purpose of the AMWG is to oversee
the decision-making process with respect to the direction of asset management and to
ensure the Murrindindi Shire Council continues to develop total asset management across
the organisation.

The Working Group’s Terms of Reference include:
. Guiding Council’s overall Asset Management Program;

. Setting priorities for system development while keeping in mind the legislative
obligations of Council (e.g. Strategic Resource Plan and Council Plan etc.);

. Facilitating the implementation of appropriate asset management systems
and asset management plan development; and

. Reviewing asset management resource requirements.

There is still a deal of work to be done on recording and developing Service and Asset
Management Plans.

The AMWG has developed a template and draft Service and Asset Management Plans that
will be refined and improved. These drafts will be used to consult the community with
respect to levels of service.

Strategic Direction

8.

8

1. That Murrindindi Shire Council, having established its critical renewal investment
levels, completes detailed Service and Asset Management Plans for all classes of
Council assets incorporating service level assessments.

2. That Murrindindi Shire Council, as part of the development of its Service and
Asset Management Plans, consults with the community to determine how service
levels will be reached including a combination of improved revenue raising, review
of existing service levels, asset disposal and composition of the asset portfolio

3. That Murrindindi Shire Council prioritises renewal and upgrade over new
infrastructure in order to increase the proportion of available funds spent on this
infrastructure to 80 per cent over 5 years.

4. That Murrindindi Shire Council increase capital expenditure over a period of 10
years such that the identified infrastructure renewal gap is halved by the tenth
year.

5. That Murrindindi Shire Council will allocate $207,000 in its 2011-2012 Budget to
an Infrastructure Maintenance Reserve and consider future allocations in
subsequent budgets.

CAPITAL WORKS PROGRAM
.1 INTRODUCTION

The previous section discusses the long-term issues with respect to Asset Management
and issues relevant to determine investment levels in capital renewal.
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It should be noted 71.47 per cent of the capital expenditure is on renewal and upgrade
type projects in the draft capital works program for 2011/12.

The total capital program of $11.84 million is composed of $3.418 million in new Council
assets with $5.547 million in renewal and $2.874 million in upgrade.

This section includes:
. Level and nature of capital works;

. Capital funding sources.
Capital expenditure represents 87.65 per cent of rate revenue in 2011/12. However it
should be noted that this amount is higher than normal due to the completion of externally

funded capital works as part of the bushfire restoration program. Future years of the LTFP
capital expenditure is expected to be in the order of 50 to 60 per cent of rate revenue.

The benchmark for 2009/10 capital expenditure levels by Small Shires is illustrated below:

Capital Expenditure per Capital Works statement - 2010 - Small Rural, Group Average
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Capital expenditure per assessment is currently higher than the average in 2009/10 at
$954.29 per assessment as compared to $877.96 for the average Small Shires. As
previously indicated the average is higher than the average for small shires due to bushfire
related additional capital works.

8.2 LEVEL AND NATURE OF CAPITAL WORKS

It is important that the asset management issues raised in the previous section inform the
decisions taken in determining the capital works program.

Four key outcomes from the long-term financial plan will be:

. To maintain the critical renewal investment,
. Maintain average condition where desired
. Maintain the required critical renewal annuity; and
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. Invest in new assets subject to principles espoused in chapters 4 and 8.
8.2.1 Capital Works Program 2011/12- 2020/21—- Parameters

The following are the parameters against which the 2011/12 capital works program has
been developed:

. Alignment to Strategic Resource Plan financial growth assumptions with
respect to expenditure and revenue; and

. Priority provision for critical renewal investment, then capital renewal, capital
upgrade with capital expansion the most discretionary.

In terms of the longer term program to 2020/21 the following parameters/assumptions
apply:
. Large one-off projects flagged in subsequent years require accurate costing
to be undertaken and their timing and priority finalised;

. Continue priority on renewal, followed by upgrade with expansion the most
discretionary;

. Provide for expenditure growth required to level of sustainable renewal to
meet the community’s service level requirements (based on current Asset
Management Plans) by 2020/21;

. Income assumptions to remain conservative given they are less predictable;
and

. Roads to Recovery income assumed to continue at current level spread
across relevant projects within the Roads Program.

At this stage the Strategic Resource Plan does not include assumptions in relation to the
Local Government Infrastructure Fund to be announced in the 2011/2012 Victorian State
Budget.

8.3 2011/12 CAPITAL INVESTMENT LEVELS
The 2011/12 capital works program by expenditure type is detailed hereunder:

Capital Expenditure Type 2011/12 2011/12

$ %
Renewal 5,547 47%
Upgrade 2,874 24%
Expansion/New 3,418 29%
TOTAL 11,839 100%

Table 14—Capital Works by Expenditure Type

8.4 CAPITAL FUNDING SOURCES

The development of a 10-year capital works program will enable a precise cash flow
budget to be developed.

This program will be completed during the 2011/12 financial year by Council’s
Infrastructure Services Division. External capital funding services include capital grants,
developer contributions and special charges schemes.

Internal capital funding sources include land sales, asset sales, special charge schemes
and general rates. The SRP forecasts capital funding sources conservatively.
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8.5 VICTORIAN BUSHFIRE RECONSTRUCTION AND
RECOVERY AUTHORITY (VBRRA) - CONTRIBUTED
ASSETS

This Strategic Resource Plan includes the following contributed assets and associated

costs as a result of the acquisition of buildings and recreation assets constructed as part of
the bushfire reconstruction program.

Total of $52.8 million assets of which $30.6 million is Council assets with
the balance of $22.2 million identified as non Council assets.

Only the $30.6 million of Council assets are included as contributed assets
for the purposes of financial reporting, calculation of future annual costs for
depreciation, operating, maintenance and renewal expenditure.

Of the total $52.8 million asset construction, current estimates indicate that
$33.5 million will be completed at the time of handover by VBRRA with a
further $12.2 million to be completed by Council prior to the end of the
current 2010/11 financial year. The balance of $7.1 million is expected to be
completed during the ensuing 2011/12 Budget year.

The total of $30.6 million contributed assets is included to Council’'s Balance
Sheet - $24.1 million during 2010/11 and $6.5 million during 2011/12.

The abovementioned contributed assets will result in the following additional
cost items now included to the Long Term Financial Plan. The cost
projections are based on results from the KPMG report “Impact on Murrindindi
Shire Council of Rebuilt and Expanded Assets FINAL REPORT” dated March
2011 as well as the estimated asset completion and novation dates as
provided by Council officers.

o Total operating and maintenance costs of $1.184 million per annum
based on $30.8 million Council assets.

o Depreciation charges to the initial 2011/12 year of operation is expected
to be $0.301 million with an annual amount of $0.611 million per
annum for the remaining years of the long term financial plan.

o An amount of $30,000 per annum is included to the long term financial
plan for insurance costs relating to Council assets as well as some non
Council assets.

o As Council is acquiring new assets, capital renewal costs only
commence from the 2018/19 financial year. While initial renewal costs,
included to the LTFP are modest ($40,000 for 2018/19, $60,000 for
2019/20), the average annual renewal costs over the total asset life is
$0.62 million per annum. It is important for Council to address this
$0.62 million future funding requirement in the medium to long term to
ensure ongoing sustainability.

Contributed assets and associated costs are reported at Appendix 14 - VBRRA Contributed

Assets.

8.6 CONCLUSION

Council’s capital works program should underpin the needs and priorities as determined by
Council’s Asset Management system output developed in consultation with the community.
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It is the Council’s challenge to develop Asset Management Plans that ensure the
community’s levels of service are met through the delivery of efficient and effective
services.

Council is in the process of acquiring in the order of $30 million of new assets as part of
the bushfire restoration and recovery program. While there will be limited demand for
renewal funding during the life of this ten year financial plan, the average annual impact will
be in the order of $0.62 million that will need to be include to Council’s future long term
planning.

Strategic Direction

1. That Murrindindi Shire Council increases its capital works commitment at levels
that meet or exceed the targets established in this SRP, and develops a 10-year
capital works program.

2. That Murrindindi Shire Council initially focuses capital works on maintaining a
critical renewal level based on maintaining a minimum service level at levels
indicated in Table 12 — Intervention Levels by Service Area — Asset Set

(Section 7.6 Condition Assessment), with the next priority on renewal,
upgrade and expansion.

3.  That Murrindindi Shire Council review and confirm its future commitment to the
renewal of recently acquired assets from the bushfire recovery program.

4.  That Murrindindi Shire Council continue its strong advocacy to the Victorian State
Government to obtain long term external funding to meet the future costs of
renewal and maintenance of the bushfire recovery new and enhanced assets.

CT Management Group Page 49



?

MANAGEMENT GROUP . '

" Murrindindi
& Al ottt

Shire Counci

Murrindindi Shire Council SRP Report

9. SERVICE PROVISION AND PLANNING
9.1 INTRODUCTION

The range and level of services a council should, or is capable of, or wants to provide is a
complex question to consider.

Council provides a range of services, including community services, youth services,
recreation, customer services, and asset maintenance.
This section includes:

. Operating expenditure/revenue;

. Growth of operating budget;

. Service delivery analysis; and

. Service provision and planning

9.2 OPERATING EXPENDITURE/REVENUE

Council’'s operating costs and revenues for 2011/12 are $45.111 million and $52.629
million respectively. Council’s operation includes provision of building, planning, economic
development services, community services, infrastructure planning, operations and
corporate support services including finance, information technology, asset management
and organisation development.

9.3 BENCHMARKING — FINANCIAL PERFORMANCE
INDICATOR ANALYSIS
When benchmarked by the CT Management Group to other Small Shires Murrindindi Shire
Council is characterised by:

. underlying surplus that is projected to become an underlying deficit due
mainly due to the additional expenses associated with the acquisition of
bushfire assets;

. Relatively low operational costs (including employee costs) in comparison to
Councils in the category;

. Moderate or average rating effort;
. Moderate debt ratios; and

. Significant new capital works program, due to the impact of the bushfire
recovery program, but with insufficient priorities given to asset renewal
causing widening of the infrastructure renewal gap.

9.4 SERVICE PROVISION AND PLANNING

Ultimately, Council determines the range and level of services it is able to offer the
community and this is reviewed annually based on the outcome of community consultation
undertaken during the year.

This is finalised through the annual budget process with the SRP providing preliminary
guidance based on the service delivery model from the previous year.

One of the key objectives of Council’s Strategic Resource Plan is to maintain existing
service levels and maintain a satisfactory operating position over the life of the SRP.
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9.4.1 Funding Renewal Gap

Funding the ongoing and growing renewal gap will be a major challenge during the life of
this SRP. The gap is presently growing and this is based on data that will be reviewed in
2011/12.

9.4.2 Underlying operating deficit

The underlying operating deficit measures Council’s ability to generate enough revenue to
cover operating costs (including the cost of replacing assets reflected in the depreciation
expenses). Council at 30 June 2010 had a $1.465 million underlying operating position.

9.4.3 Liquidity

Working to address the declining liquidity of the municipality will be a focus of the Strategic
Resource Plan.

Improved working capital will also assist the underlying operating deficit position.
9.4.4 Review of Depreciation charges

This will be reviewed during the 2011/12 financial year.
9.4.5 Asset maintenance

The level of maintenance services (street sweeping, reserve mowing, footpath
maintenance, street bin collection etc.) has been maintained at a similar level to the
previous year.

9.4.6 Skill retention

Retention and development of skills is critical to ensure the ongoing sustainability of the
municipality.

The current work force is ageing and organisation development strategies will be critical
going forward.

9.5 CONCLUSION

Managing financial sustainability and the range and level of services provided will remain
an ongoing challenge.

Strategic Direction

1. That Murrindindi Shire Council annually determines the range and level of
service provision through the budget process based on an objective analysis of
organisational and financial capability.
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10. STRATEGIC FINANCIAL PLAN
10.1 INTRODUCTION

There are a number of dynamic variables that may influence the outcomes expressed in
this SRP. They include:
. Rating levels and supplementary rate income;
. Government grant revenue (both recurrent and capital);
. Granted asset amounts;
. Asset revaluations (major impact on fixed asset value and depreciation);
. Asset sales;
. Mix of funding between capital works/special projects (new initiatives); and
. Level of growth factor applied to expenditure items / rate of
expenditure/activity level.
This section includes:
. Modelling methodology;
. Financial assumptions;
. Adopted financial strategy; and
. Conclusion

10.2 MODELLING METHODOLOGY

The SRP establishes a framework for Council to benchmark its performance and an
industry developed long term financial software model has been utilised to verify the data.
The base point used for financial modelling has been the Council budget for 30 June
2011.The Standard Statements (financial statements) are the result of the modelling and
are reproduced from the long term financial software model, refer Appendix C.

10.3 FINANCIAL ASSUMPTIONS

The following information explains the major financial assumptions applicable to the
financial option considered by Council prior to community input.

10.3.1 Labour and on-costs

Increases in labour and on-costs are composed of two elements. The elements are
enterprise agreement increments and movements within bandings as part of the annual
performance review process. Murrindindi Shire Council will be entering into a new
enterprise agreement which will determine future funding increases.

10.3.2 Depreciation

Depreciation estimates are based on the projected capital spending contained within each
assumption. Depreciation estimates are influenced by future asset revaluations and
depreciation charges are assessed following condition assessments. The overall
depreciation charge is also impacted by the amount of assets granted to the municipality
following subdivision.

An additional $0.637 million has been added to depreciation arising from the novation of
assets from the former VBBRA. Refer to report Financial Impact of Murrindindi Shire
Council Future renewals of new and expanded assets- CT Management Group - March
2011.

CT Management Group Page 52



L}
MANAGEMENT GROURP . '
."g']' ' Murrindindi

Shire Councl

Murrindindi Shire Council SRP Report

10.3.3 Materials and contracts

These works are essentially one-off expenditures that do not constitute the creation of an
asset and have been maintained at 2010/11 levels through the life of the SRP.

The broad assumption in materials and contracts is for an increase matching CPI. Outside
of the broad parameters are one off expenses such as election expenses, valuation
contract amounts and insurances. A subsidiary record of one off items and how they are
factored into the model is recommended instead of a series of individual adjustments within
the model.

10.3.4 Special projects/consultancies

These works are essentially one-off expenditures that do not constitute the creation of an
asset and have been maintained at 2010/11 levels through the life of the SRP.

10.3.5 Debt servicing and redemption

Debt redemption is calculated according to the restructured loan schedules. Council
borrowings are dealt with in detail in Section 4.

10.3.6 Written-down values of assets sold

All Written-down values relate to plant and land sold as part of the 10-year program. These
are based on information from Council’'s Asset Registers.

10.3.7 Rate revenue

The 2011/12 Budget is based on an increase of 6.0 per cent plus 1.0 per cent growth and
rebuild for rates and municipal charges collected.

The mechanism to estimate supplementary revenue is at present an arbitrary one, based
on historical dollar returns with forward probable development revenue estimated.

In respect of future financial years, two rate options are apparent.

Option 1 Increasing rate revenue by 6.0 per cent plus 1 per cent growth in the
2011/12 budget year and 6.0 percent plus 1 per cent growth for the
following 10 years.

Option 2 Increasing rate revenue by 6.0 per cent plus 1 per cent growth in the
2011/12 budget year and 8.0 per cent plus 1 per cent growth for the
following 10 years.

Option 1 is applied to the long term financial plan and Strategic Resource Plan enclosed to
this report (Section 13 Appendix C). This option is not sustainable beyond 2012/13 as it
only provides liquidity relief for one year only. The liquity ratios (current assets divided by
current liabilities) falls below 1.0 during the 2013/14 year and continues to decline for the
life of the 10 year financial plan with negative ratios from the 2018/19 year. This
unsustainable position is due to the additional operating and maintenance costs as a result
of the gifted VBRRA assets. The position is also due to the compounding effect of the loss
of rate revenue base caused by the 2009 bushfires. Inclusion of this option, while not
sustainable in either the medium or long term, will enable Council to achieve the short term
financial objectives of the 2011/12 Budget. The ensuing budget years, and subsequent
long term financial plans can then be remodelled to ensure a more sustainable outcome.

Option 2 is marginally better notwithstandig that the liquity ratio does fall below 1.0 during
2013/14. However, it results in a ratio of between 0.70 and 0.98 between the 2013/14 to
2018/19 years followed by a return to above 1.0 duirng 2019/20. While below 1.0 and not
sustainable during some years of the 10 year plan, this result does provided Council with an
improved cash result and basis to more readily return to a favourable financial position.

CT Management Group Page 53



!
MANAGEMENT GROUP ' '
."g’]' Al | Murrindindi

Shire Cou uncl

Murrindindi Shire Council SRP Report

This option does not propose any modification to capital renewal funding wherein the
renewal gap remains at $18.9 million by the 2012/22 year. Inclusion of this option will
enable Council to achieve the short term financial objectives of the 2011/12 Budget and
provide a solid platform to further improve the cash position to achieve ongoing financial
sustainability.

10.3.8 Service charges

The 2011/12 Budget was based on service charge and waste management charge was
based on a 10.5 per cent increase.

Funds raised are ultimately deployed to waste management (operating and capital)
activities. This is discussed in Section 6.8 in more detail.

10.3.9 Grant revenue

An allowance of $5.929 million has been made as operating grant revenue for ongoing
services and projects in 2011/12. One off operating grants are expected to decrease during
2011/12 due to the reduction in bushfire recovery funding. Ongoing grant revenue is
expected to increase in the order of 3.0 percent per annum for the life of the LTFP. This
revenue type, which has seldom increased by more than CPI across the board.
Reimbursements from the State Revenue Office for land valuations have also been
included in the appropriate years. An allowance of 3.00 per cent has been allowed for the
Victoria Grants Commission grant.

10.3.10 Fees and charges

Fees and charges that Council has discretion over have been increased by 3.00 per cent
per annum. Fees and charges of $3.12 million have been provided for in 2011/12.

10.3.11 Statutory fees and fines

Council has no control over a large amount of statutory fees prescribed by the State
Government.

Fines include town planning, local laws and the animal pound. Fees and fines are included
in 10.3.10.

10.3.12 Interest on investments

Interest on investments has been estimated based on cash flow.
10.3.13 Proceeds from sale of assets

Proceeds from sale of assets are those relating to plant changeover and land sales.
10.3.14 Capital grants

While non-recurrent grant revenue is $21.076 million in 2011/12, the majority of this
amount relates to one off funding for bushfire recovery.

Capital grants have been forecast conservatively. Funds raised above or below the
forecast amount will directly impact on the level of capital expenditure achievable. While
conservative amounts have been included, it should be noted that Council does not pursue
part-funded capital works that do not fit with its strategic direction.

10.3.15 Granted assets

Granted assets are those handed over to Council following the completion of a subdivision.
These include roads, footpaths, curb, channel, drainage etc.
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The level of granted assets is forecast to continue at low-levels based on predicted levels
of property development. However, estimates beyond 2010/11 are not based on any
reliable data at this point. While granted assets add to Council’s overall asset base, they
also add to the future obligations to maintain and replace these assets at the end of their
useful lives.

10.3.16 Capital expenditure

Capital expenditure amounts for new assets, local roads, buildings and information
technology (renewal), and the like and have been directly budgeted for during the next 4-
years. The balance of capital expenditure has been left unallocated at this point. These
funds may be available for capital renewal (priority), capital upgrade or expansion. Council
will develop a 10-year capital works program during the 2011/12 financial year.

10.4 CONCLUSION

The Strategic Resource Plan was adopted by Council in 2009 and this second review is
scheduled to be adopted in July 2011.The SRP continues to provide a financial framework
for Council, enabling an assessment of Council resources and assisting Council to plan
and fund capital infrastructure and meet future community aspirations. The Standard
Statements (financial statements) are detailed in Appendix C.

Strategic Direction

1. The Financial Statements in Appendix C are based on Option 1 as outlined in
10.3.7.
2. That Murrindindi Shire Council finalises its preferred rating option for its

strategic financial model to fund the Council Plan, capital expenditure and
service delivery through the annual budget process. A review of Council’s
rating strategy is scheduled for 2011/12.

3. That Murrindindi Shire Council review its revenue and expenditure
commitments in order to address the expected operating deficit’s identified
within the LTFP.

4, That Murrindindi Shire Council review its LTFP in order to address the
unfavourable cashflow position and unsustainable liquidity position based upon
the options for future rate increases as outlined in this SRP.
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11. APPENDIX A PRINCIPLES FOR RATING,
VICTORIAN LOCAL GOVERNMENT CONTEXT

(a) Sustainable financial management

The aggregate revenue raised by Council plus that received from grants
needs to be sufficient to cover the aggregate long-run cost of delivering the
services provided measured on an accrual-accounting basis. Sustainable
financial management requires the application of multi-year framework to
financial management, asset management, planning, spending and
revenue decisions.

(b) Evaluating and setting priorities

Council is aware of and will have regard to the views of its communities
with respect to the priority areas for Council services. Council will heighten
the communities awareness of the short and long-term financial
implications of potential service priorities and key decisions, including
trade-offs between service priorities.

(c) Core Functions

Council will continue to provide a full range of municipal goods and
services in accordance with its statutory and community service
obligations.

Where Council engages in the provision of services, that resemble those of
private sector markets, the application of competitive neutrality principles
requires

Council to aim to recover the full costs of a significant business activity,
including the direct costs of providing goods and services, rate and tax
equivalent payments and a commercial rate of return on investment.

(d) Identifying the cost of service delivery

Council will understand the cost of delivering its services as an
acknowledgement that this information is useful in determining the range of
services, and the level of service provision, and the corresponding structure
for rates and charges.

(e) Prudent borrowings for infrastructure

Borrowings when undertaken prudently are an appropriate means for local
government to finance long lived infrastructure assets as the cost of
servicing of debt through rates or user charges enables the cost of the
asset to be matched with the benefits from consumption of the services
over the life of the asset, thereby promoting intergenerational equity.

(f) Rate setting and pricing of services

The appropriate setting of rates and prices for goods and services is
essential for the efficient recovery of the costs of providing council services
and Council recognises that by choosing the appropriate instrument (rates,
fees, user charges) it can achieve a better indication of the willingness of
the community to pay for services and minimise the economic distortions
that may arise when an inappropriate instrument is used.
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Council will recover costs for services directly from the users of those
services if a service benefits identifiable individuals or groups. If the benefit
directly cannot be identified and/or if those that benefit directly cannot be
excluded from using the service the costs should be allocated to the
community.

Where infrastructure costs are directly attributable to individual property
owners, Council will recover those costs through the application of special
charge schemes, developer charges or contributions.

Fees and charges should be applied as far as practicable to raise revenue
for the provision of services that are not pure public services, with efficient
pricing, to ensure that services provided by local government are supplied
to those who are willing to pay the opportunity cost of supply.

Council will also take consideration of the community’s ability to pay as well
as the benefits derived from the provision of services.

(g) Openness and transparency

Council is accountable and responsible for the policy decisions with respect
to the range of services provided, the expenditure and delivery of the
services and the way services are funded and paid for by the community.
Open and transparent processes for decision making of Council include the
making of information openly available to people in the local community
and seeking active participation by the community with respect to choices
regarding the range and level of services provided and how they are
funded.

(h) Providing services on behalf of other tiers of government

Effective interaction between Council and other tiers of government is
important to ensure delivery of some essential services to the community.
Where Council enters into the delivery of services on behalf of other tiers of
government, the supply of these services should be delivered on
commercial terms based on the incremental cost to Council. In situations
where Council determines to provide subsidies for the delivery of these
services Council will make the costs transparent and inform the community
about the purpose and amount of the subsidy and how it is to be funded.
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12. APPENDIX B GLOSSARY OF TERMS -

DEFINITIONS

Term
Adjusted operating
surplus/deficit

Definition

Operating surplus/deficit less revenue from capital
(non-recurrent) grants, developer contributions (i.e.
assets contributed), asset revaluations, sale of assets
plus expenditure from asset revaluations, WDV of
assets sold and unfunded superannuation expense.

Adjusted total operating
expenses

Total operating expenses as per the “Statement of
financial performance” — net of asset revaluations,
unfunded superannuation expense and WDV of asset
sold.

Adjusted total revenue

Total revenue from “Statement of financial
performance” — net of asset sales, asset contributions
in kind. Capital grant funding and revaluation
adjustments.

Capital grants (non-recurrent)

Capital or non-recurrent grants as disclosed in notes.

Current assets

Total current assets from “Statement of financial
position”.

Current liabilities

Total current liabilities from “Statement of financial
position”

Debt redemption

Debt principal’s repayments.

Debt servicing costs (interest)

Total borrowing costs or interest expense as per the
“Statement of financial performance” or as disclosed in
note in some councils’ statements.

Fees and charges revenue

Total fees and charges revenue as per the “Statement
of financial performance” or as disclosed in note in
some councils’ statements (includes fines).

Grant income and
reimbursements

Total grants revenue as per the “Statement of financial
performance” or as disclosed in note in some councils’
statements (includes Vic Roads sometimes shown as
“reimbursements” by some councils).

Granted assets

Total value of assets received from developers (in
kind) as per the “Statement of financial performance”
or as disclosed in note in some councils’ statements.

Interest earnings

Total interest received as per the “Statement of
financial performance” or as disclosed in note in some
councils’ statements.

No. of rateable properties

Number of rateable properties in municipality.

Non-current liabilities

Total non-current liabilities from “Statement of financial
position”.

Proceeds from sale of non-
current assets

Total proceeds from asset sales as per the “Statement
of financial performance” or as disclosed in note in
some councils’ statements, (gross received not
Written-down value).

Rate revenue

Total rate revenue as per the “Statement of financial
performance” or as disclosed in note in some councils’
statements.
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Term Definition
Rates outstanding at end of Rate debtor amount as disclosed in “Receivables”
year note.

Total assets

Total assets from “Statement of financial position”.

Total capital asset outlays

Payments for capital purchases per the “Cash flow
statement”.

Total cash inflows from
operations, finance and
Investment Act

Total inflows per the “Cash flow statement”.

Total cash outflows from
operations, finance and
Investment Act

Total outflows per the “Cash flow statement”.

Total depreciation

Total depreciation expense as per the “Statement of
financial performance” or as disclosed in note in some
councils’ statements.

Total depreciation on
infrastructure assets

Total depreciation on infrastructure assets as
disclosed in “Depreciation expense™ note.

Total debt

Total interest bearing liabilities (current and non-
current) from “Statement of financial position”.

Total indebtedness

Total liabilities (current and non-current) from
“Statement of financial position”.

Total infrastructure assets

Total infrastructure assets from “Statement of financial
position” or as disclosed in note (Written-down value).
Infrastructure includes roads, bridges, drains, road
structures, other structures, playground equipment,
and other like categories. Heritage assets have been
deemed to be building assets. Work in progress,
where not separately split, has been included as
infrastructure.

Total net realisable assets

Total assets less total infrastructure assets.

Total operating expenses

Total operating expenses as per the “Statement of
financial performance”.

Total revenue

Total revenue from “Statement of financial
performance”

Written-down value of assets
sold

Written-down value of assets sold as per the
“Statement of financial performance” or as disclosed in
note in some councils’ statements.
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13. APPENDIX C STANDARD FINANCIAL
STATEMENTS

This Appendix contains a graph that details the outcomes from the Standard Statements
that follow.

The Standard Statements include the:

. Standard income statement;

. Standard balance sheet;

. Standard statement of cash flows;

. Standard statement of capital works; and
. Financial indicators.

These statements are required under Part 2 Section 5 of the Local Government (Finance
and Reporting) Regulations 2004. The Regulations commenced on 20 April 2004.

The original SRP statements partially differed in layout due to their release prior to the
proclamation of the regulations.

These statements are based on Option 1 outlined in Section 10.3.7.
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