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Long-Term Financial Forecast 2025-2034

Executive Summary

The Long-Term Financial Forecast (LTFF) highlights council’s long term financial
sustainability including early identification of financial pressures and potential
impacts and financial strategies to balance financial pressures with competing
demands for services and facilities to the community. This plan balances the funding
needs of asset renewal and new infrastructure assets, managing services against
rating and fee expectations, and managing debt compared to cash reserves.

The LTFF demonstrates council's ability to manage the wide range of services
and infrastructure over the long term by maintaining sufficient liquidity, adequate
debt servicing capacity and a reasonable level of financial flexibility. The plan will
be reviewed annually to reflect the prevailing economic conditions, updated asset
management plans and community requirements.
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Long Term Financial Forecast 2025-2034

COUNCIL'S FINANCIAL STRATEGY

The Financial Strategy is council’s roadmap for managing its financial resources and
processes and is aligned with the objectives and priorities of the Corporate Plan.

This strategy establishes the framework under which sound and sustainable financial
decisions can be made, outlines the economic environment that council operates in and
identifies challenges to be addressed.

The strategy provides guidance on council's operating position, capital project delivery
and cash and revenue management and is measured through a series of financial
sustainability targets that demonstrate alignment with the asset management system and
appropriate levels of service to support the community.

The following principles are identified to achieve this:

Revenue generation is sufficient to achieve efficient and effective service delivery
to meet the needs of the community.

Key inter-generational infrastructure and service issues and initiatives are
addressed with the right mix of debt, grant funding and council-generated funding
to spread the financial impact over several years.

Sufficient funding is provided to meet capital expenditure requirements identified
in the LGIP to support development and population growth.

Sufficient funding is provided to meet asset management requirements with
agreed and affordable service levels over the long term.

Strategic risks have been identified and are reflected in financial forecasts and
asset management planning.

Prudent management of investments and loan borrowings are ensured.

A fair and equitable rating structure is provided.
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Key Initiatives

Council will deliver ongoing financial sustainability
through the implementation of several initiatives
including:

= Prioritising the capital program focussed on asset
class budget targets to ensure the right projects are
delivered at the right time.

* Improving long-term infrastructure planning and
continuing to review robust systems around the
review and management of the LTFF,

= Ensuring full lifecycle costs are considered as part
of project evaluation.

= Focusing on asset management practices and
reviewing asset service level standards.

= Reviewing the mix of cash versus borrowings to
balance affordability with equitable distribution of
costs between current and future generations of
ratepayers.

* Improving State and Federal grant allocations
through improved advocacy and improved grants
and liveability project planning.

= Maximising returns from cash investments to reduce
financial impacts on ratepayers.

= Continuing to explore benefits of scale and shared
services arrangements including through the
Greater Whitsunday Council of Mayors (GWCoM).

Economic Climate and Financial Risks

The following external risks are considered in the LTFF:

= Risks around price increases of capital projects
driven primarily by skilled labour shortages, rising
prices of materials and supply chain constraints.

= For specific projects and services, the ability to

accurately quantify the financial risks over a long
period is hampered by uncertainties surrounding
the availability of funding such as grants and
contributions from State and Federal governments.

= Council recognises that climate change has the
potential to impact council’'s operations and the
economic, social and environmental viability of
the local government region and the community.
Council's Environmental Sustainability Strategy
provides direction on sustainability actions required
including the development of a carbon reduction
plan. Council is also finalising a Coastal Hazard
Adaptation Study to identify risks to the community
and council assets at risk, which will inform future
risk mitigation options.

The following internal risks are considered in the LTFF:

= Maintaining the extensive local road network
of approximately 2,500km and over 350km of
pathways and shared paths.

= Managing an extensive levee system, with various
opportunities identified for improved flood immunity.
Some major flood protection improvement works are
now underway.

* Managing 550km of mainland coastline (including
estuaries and inlets).

* A number of asset classes (e.g., timber bridges,
community facilities, city centre services) nearing
the end of their life, requiring increased rehabilitation
or renewal, and required to be renewed at current
(higher cost) standards.

= A number of larger asset network changes are
planned in the medium term to support the continued
growth of the region (including sewerage, water,
trunk road and road drainage network improvements).
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FORECAST ASSUMPTIONS

Council has a range of assumptions grouped into the following categories:
Growth increase (%)
Price increase (%)

Additional parameters

These assumptions are the main drivers in council's model to manage assets and services in the long term, used in
conjunction with capital expenditure and associated funding assumptions from the ten-year capital works program.
Note percentages are indicative and annual forecasts are adjusted for known changes in service levels or other impacts.

24/25 25/26 26/27 29/30 30/31 31/32 32/33

Growth increase %

General rates 0.60% 0.60% 0.70% 0.75% 0.75% 0.80% 0.80% 0.90% 0.90% 0.90%

Rates levies and charges 3.60% 4.30% 4.00% 375% 350% 250% 250% 250% 2.50% 2.50%

Employee costs 1.00% 1.00% 1.00% 150% 1.50% 150% 2.00% 200% 2.00% 2.00%

Material and Services 0.00% 2.00% 2.00% 200% 2.00% 2.00% 2.00% 200% 2.00% 2.00%
Price increase %

Underlying CPI 3.60% 3.30% 3.00% 275% 250% 250% 250% 250% 2.50% 2.50%

General rates 360% 7.30% 5.00% 6.75% 550% 9.50% 250% 450% 250% 2.50%

Other rates levies and charges  3.60% 7.30% 5.00% 6.75% 5.50% 9.50% 250% 4.50% 250% 2.50%
Waste/Water/Sewerage Rates  3.60% 2.30% 2.00% 175% 1.50% 250% 250% 250% 2.50% 2.50%

Fees & charges 540% 3.30% 3.00% 275% 2.50% 250% 250% 250% 250% 2.50%

Employee costs 5.00% 4.50% 3.50% 275% 250% 250% 2.50% 250% 2.50% 2.50%

Electricity 16.00% 15.00% 10.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00% 7.00%

Material and Services 3.60% 3.30% 3.00% 275% 250% 250% 2.50% 250% 2.50% 2.50%
Additional parameters

Vacancy factor -7.00% -7.00% -7.00% -7.00% -7.00% -7.00% -7.00% -7.00% -7.00% -7.00%

Developer contributions ($'000) 4,500 5500 6,000 6,500 7,000 7,500 8,000 8500 9000 9,000

Note: Assumptions are reviewed annually as part of the LTFF, based on the best available information at the time.
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FORECAST REVENUE

Council is required to raise revenue to maintain assets and provide services to the
region, guided by the principles detailed in council’'s Revenue Policy.

Council's main source of revenue is rates and charges, Council also generate revenue from other sources
including: including:

General rates Fees and charges

Utility charges (e.g. sewerage, water utility, trade Rental income

waste, waste management and waste facilities

. Interest earned
operations)

, Sales — contract and recoverable works
Separate charges (e.g. natural environment, roads

improvement and disaster response) Grants, subsidies and contributions

Operating Revenue

450,000
400,000
350,000
300,000
250,000
200,000
150,000
100,000

50,000

$S000

24/25 25/26 26127 27/28 28/29 29/30 30/31 31/32 32133 33/34

mmmm Rates and charges = Rental income

= Sales - contracts & recoverable works mmmm Operating grants, subsidies
= |nterest earned mmmm Other operating revenue
mmm Fees and charges == Total operating revenue

Total revenue by source over the next 10 years informed by the forecast assumptions




Cash flow requirements are monitored closely to

identify any funds not immediately required for

operational purposes with surplus cash invested

as detailed in council’s Investment Policy.

Through increased advocacy and ongoing
development of council’s grants management
processes, council is projecting increased
contributions from State and Federal

Government grants to support various liveability

projects and major asset management
projects planned in the LTFF timeframe.
Capital contributions are also received
through infrastructure charges received from
development to fund infrastructure projects
identified in infrastructure agreements and the
Local Government Infrastructure Plan.

$000

60,000

50,000

40,000

30,000

20,000

10,000

Average Operating Revenue Distribution 2025-2034

Fees and charges 6%

Rental income 1%

Sales - contracts &
recoverable works 2%

Operating grants, subsidies 3%

Interest earned 1%

Other operating revenue 2%

Rates and charges
85%

Total revenue by source over the next 10 years
informed by the forecast assumptions

Grants, Subsidies and Contributions

24/25 25/26 26/27

M Operating grants and subsidies

27/28 28/29 29/30

M Capital grants and subsidies

30/31 31/32 32/33 33/34

M Contributions from developers




Key Performance Information

The Council Controlled Revenue Ratio measures net rates as a percentage of total
operating revenue and indicates the degree of reliance on external funding sources.
Council’s financial flexibility improves with higher levels of council controlled revenue,
with the optimum target being greater than 60 per cent. Council maintains this ratio
well above the 60 per cent target across the 10-year span.

Council Controlled Revenue Ratio

90%

80%

70%

60%
50%
40%
30%
20%
10%

0%
24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32

- Net Rates as % of Total Revenue e Target - minimum

32/33

33/34
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FORECAST EXPENDITURE

Total operating expenses will increase annually because of inflation and organisational growth.

Operating Expenses

450,000 -

400,000 -

350,000 A

300,000 -

250,000 +

$000

200,000 -

150,000 -

100,000 -

50,000 -

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

mmmm Employee Costs mmmm Materials & Services mmmmFinance Costs mmmm Depreciation e=ssTotal Operating Expenses

Projected total operating expenses by source

Average Operating Expenses 2025-2034

Employee costs include limited employee growth,
estimated pay increases are based on the current
certified agreement negotiations and predicted
future increases. A vacancy factor of seven per
cent is deducted from the full establishment costs
to reflect staff turnover and timing to fill vacancies
in a competitive market.

Finance Costs 3%

Materials and services are reflective of the costs
necessary to continue delivering council services.
These costs account for 33 per cent of total
operating expenses, with employee costs at 35
per cent.

©
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Depreciation is the recognition of consumption of service potential of council’s asset base, this is then subsequently
recognised as an expense in the Statement of Income and Expenses. Council’s non-current assets are valued

in excess of $6.1 billion with a depreciation of $96.8 million in 2024-2025 and projected to be 29 per cent for
expenses for the forecast period. Ongoing review of depreciation charges is undertaken to ensure this expense
reflects the estimated annual use and service potential of assets.

Finance costs are the smallest component of the operating expense budget making up around 3 per cent. These
costs mainly relate to interest associated with council’s long-term debt and councils landfill provision requirements.

Key Performance Information

The Operating Surplus Ratio measures the extent to which revenue raised covers operating
expenses with any additional surpluses available for capital funding. A five-year average of greater
than O per cent means council is expecting to generate sufficient levels of revenue to meet
operating requirements. Council is expecting to see this ratio meet target expectations within the
forecast 10 year period.

Operating Surplus Ratio

10%
9%
8%
7%
6%
5%
4%
3%
2%
1%
0%

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

e Operating Surplus Ratio




Operating Cash Ratio

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

= Operating Cash Ratio

The Operating Cash Ratio measures the extent to which council is covering its core operational expenses and generating
a cash surplus excluding depreciation, amortisation, and finance costs. A cash surplus suggests that council has the
ability to self-fund its capital renewal expenditure requirements.

11
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CASH MANAGEMENT

Maintaining a cash balance adequate to cover cash operating requirements is
fundamental to any organisation and particularly important given council’s bi-annual
rating cycle requiring a cash balance adequate to cover cash operating requirements for
at least two months (minimum target). Cash balances remain high for the first two years
and reduce in later years reflective of investment in capital infrastructure.

Cash reserves are invested as detailed in council’s Investment Policy.

Cash Balances

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33

100,000
90,000
80,000
70,000
60,000

50,000

$000

40,000
30,000
20,000

10,000

mm Cash Balance

12
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Key Performance Information

The unrestricted cash expense cover ratio is an indicator of councils unconstrained liquidity available
to meet ongoing and emergent financial needs. A high unrestricted cash expense cover ratio indicates
that council has sufficient cash available to contribute to the cost of future planned expenditures

such as infrastructure investment and disaster recovery. The unrestricted cash expense cover ratio is
predominately within target bounds for the life of the forecast period.

Unrestricted Cash Expense Cover Ratio

24/25 25/26 26/27 27128 28/29 29/30 30/31 31/32 32/33 33/34

Target Range e=mmmCurrent ratio
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DEBT MANAGEMENT

In accordance with council’'s Debt Policy, new borrowings are only used to fund capital expenditure, for a period
less than or equal to the estimated useful life of the asset(s) and not exceeding 20 years.

Council is committed to growing our region and this is reflected through the investment of over $1.7 billion in capital
infrastructure over the next 10 years. This plan will require new borrowings of ~$312 million over the ten-year term
of this plan. New debt and long-term debt balances (indexed values) are shown in the graph below.

Net Debt Balances
275,000
250,000
225,000
200,000
175,000
150,000
125,000
100,000
75,000

50,000

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

$000

Debt Balance  e====New Borrowings

Sustainability reviews are undertaken by Queensland Treasury Corporation to ensure current budgeting, forecasting
and financing assumptions are sustainable. Market conditions are also reviewed annually to determine the optimum
time to make additional loan repayments.

The Leverage Ratio indicates council’s ability to repay existing loans. It measures the relative size of councils debt
to its operating performance. A higher leverage ratio indicates an increasingly limited capacity to support additional
borrowings due to already high debt levels. Council maintains a relatively low leverage ratio over the life of the ten-
year forecast period.

Leverage Ratio

24/25 25/26 26/27 27128 28/29 29/30 30/31 31/32 32/33 33/34

Target Range emmmm|everage Ratio




MACKAY REGIONAL COUNCIL

Net debt, calculated as total debt minus cash and cash equivalents, is a factor considered in Queensland Treasury
Corporation sustainability reviews. The graph indicates council’s strategy to use surplus cash balances and
constrained cash reserves first before increasing borrowings to fund increased capital programme in later years.
Although debt is expected to exceed cash in later years, the Leverage Ratio demonstrates council’s ability to
continue to service debt during the forecast period.

Net Debt Position

300,000

il Net Debt Positive

250,000

200,000

150,000

$000

100,000

50,000

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34
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ASSET MANAGEMENT AND
CAPITAL EXPENDITURE

Council is responsible for the provision of a diverse range of services to meet community needs
and expectations. A significant number of these services are provided through infrastructure
and other non-current assets (referred to as property, plant and equipment). Each year council
invests in planned renewal, upgrade or new projects to maintain or enhance our existing asset
base through the asset plan as guided by the Corporate Plan. Council’'s Asset Management
Plans quantify the asset portfolio and requirements to manage assets across their life cycle in
a financially sustainable manner by incorporating the knowledge of asset condition, risk and
impact of reviewing and setting intervention and service levels for each asset class.

Capital Expenditure (including donated capital)

250,000

200,000

150,000

$000

100,000

50,000

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

mmm New  mmmm Renewal mmmmUpgrade —e=smwTotal capital expenditure

Council’s projected ten-year capital program by spending type

16
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Key Performance Information

The Asset Sustainability Ratio approximates the extent to which the infrastructure
assets are being replaced as they reach the end of their useful lives. Continuing
refinement of council’'s asset management plans will improve council’s ability to make
informed decisions regarding asset management in the future.

Asset Sustainability Ratio

100%
95%
90%
85%
80%
75%
70%
65%
60%
55%
50%

24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

e Asset Sustainability Ratio  =====Target - minimum

The Capital Consumption Ratio measures the extent to which council’s infrastructure assets have been consumed
compared to what it cost to build new assets with the same benefits to the community. A ratio above 60 per cent
indicates that council’s assets are being broadly consumed in line with their estimated lives.

Capital Expenditure Ratio

80%

60% e

40%

20%

0%
24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32 32/33 33/34

Capital Expenditure Ratio e Target - minimum

17
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Statement of Income and Expenses
(including long term forecast until 2033/34)
Presents council’s consolidated revenues (where
the money comes from) and expenses (where the
money is spent)

Statement of Financial Position

(including long term forecast until 2033/34)
Identifies the predicted financial position of council,
including assets (what we own), liabilities (what we
owe) and equity (our net worth)

Statement of Changes in Equity

(including long term forecast until 2033/34)
Reports changes to equity (council’'s assets net of
liabilities)

Statement of Cash Flow

(including long term forecast until 2033/34)
Reports how revenue received, and expenses paid
impact council’s cash balances

Key Financial Sustainability Ratios
(including long term forecast until 2033/34)

Long Term Capital Works Program
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Long-Term Financial Forecast
2025-2034

MACKAY REGIONAL COUNCIL

BUDGET 2024-2025

W K Mackay s
PO Box 41, Mackay QLD 4740 | Phone 1300 MACKAY (1300 622 529) | mackay.qld.gov.au

Disclaimer

While every care has been taken in preparing this publication, Mackay Regional Council accepts no responsibility for
decisions or actions taken as a result of any data, information, statement or advice, expressed or implied, contained within.
To the best of our knowledge the content was correct at the time of publishing.



