AGENDA

NOTICE OF MEETING

An Audit and Risk Committee Meeting of the
Lower Eyre Council will be held in
Council Chambers, 32 Railway Terrace, Cummins,
on Thursday, 4 June, 2026 at 2:30 PM

The business to be considered at the above-mentioned meeting is set out in
the attached Agenda.

SACHEEN HOPEWELL
ACTING CHIEF EXECUTIVE OFFICER
25 May 2026
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1 WELCOME
2 ACKNOWLEDGEMENT OF COUNTRY

We acknowledge the Traditional Owners of the land and waterways on which we meet today and
their continuing connection to culture and community. We pay our respects to Elders past and
present and extend that respect to all other Aboriginal and Torres Strait Islander peoples in our
communities.

3 APOLOGIES
4 CONFIRMATION OF MINUTES
RECOMMENDATION

That the minutes of the Audit and Risk Committee Meeting held 11 February 2026 be received
and the recommendations contained therein be adopted.

5 BUSINESS ARISING FROM THE MINUTES
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6 REPORTS

6.1 2025/26 THIRD QUARTER BUDGET REVIEW
Author: Manager Finance & Technology

Attachments: 1. 2025/26 Third Quarter Budget Review

Works Program Item 1.2.3
Table Third Quarter Budget Review

Relevant Documents:
e Local Government (Financial Management) Regulations 2011 - Section 9 - Review of Budgets

Requirements:
Ensure Council staff have prepared quarterly budget reports in line with legislative requirements.

PURPOSE OF REPORT

The following report identifies budget discrepancies as part of the 2025/26 third quarter budget
review process.

BACKGROUND INFORMATION

Under section 9 of the Local Government (Financial Management) Regulations 2011, Council must,
at least twice between 30 September and 31 May consider a report showing a revised forecast of its
operating and capital investment activities for the relevant financial year compared with the estimates
for those activities set out in the budget.

REPORT DETAILS

The attached summary report identifies unbudgeted expenditure where a Council decision was
made, an alteration in grants received, contract renewal affecting the budget performance or a
significant budget discrepancy.

Note:

(E) Items for which the actual yearly expenditure/income for the budget line has not been finalised
but where an estimate of the likely budget discrepancy has been made are indicated by the letter E
(Estimate) in the last column. An estimate of the year’s actual income or expenditure based on
information available at the time of the review has been inserted.

()  Items for which the actual yearly expenditure/income is incomplete for the year and it is not
possible to estimate the final actual amount are indicated by the letter | (Incomplete). The current
actual amount at the time of preparing the report has been inserted.

(A) Items for which actual expenditure/income for the year has been finalised are indicated by the
letter A (Actual).

(B) Items which relate to a business activity (including CWMS) and are separated from the general
cash flow of Council are indicated by the letter B (Business Activity)

(C) Items which do not affect the budget position but which require explanation are indicated by
the letter C (Comment Only) in the last column.
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The third quarter budget review has been conducted in conjunction with the preparation of the
2026/27 Annual Business Plan and Budget and identifies 27 projects totalling $12.263 million
($4.64m 2024/25) of project expenditure carryovers, offset by $7.270 million from related revenue
sources. The full list of carryovers is listed in the table attached to this report and as previously
indicated to Council during budget discussions, primarily relates to projects that have been unable
to progress due to workforce and contractor shortages, or grant funding outcome delays.

The net cash position, inclusive of loan borrowings, has improved by $3.706 million with the forecast
$4.480 million of new borrowings deferred to 2026/27 in line with the project carryovers.

A full list of the main the main variances (excluding carryovers) identified as part of the third quarter
budget review as follows:

Expenditure

- $197,000 savings estimated in administration functions including legal fees, insurances,
administration salaries, training and telecommunications

- $152,400 saving on Bratten Way Rehabilitation Stages 6 and 7

- $130,000 overbudget expenditure on Flinders Highway Bridge replacement
- $140,000 deferral of jetty pile replacements

- $69,000 savings estimated for general kerbside waste collection services

- $41,000 deferral of large machinery trailer replacement

- $33,000 saving on Warrow Road sealing and linemarking

Revenue

- $4,480,000 decrease in forecast loan borrowings aligned with the carryover of capital works
to 2026/27

- $55,000 increased revenues received from Cummins Caravan Park and campgrounds

- $55,000 underbudget revenues from building and planning applications following decreased
receival of development applications

- $50,000 unbudgeted Algal Bloom Response Program funding allocated to coastal area
improvements

In assessing the result of the 2025/26 Budget Review 3, commentary is provided around the
following three key financial indicators.

Operating Surplus Ratio — Target 0% - 10%

The Operating Surplus Ratio has improved from a budgeted (6.65%) to a (1.41%) and improved
from the projected (5.31%) in Budget Review 2.

A 5.24% improvement to the Operating Surplus ratio equates to a $1.212 million reduction to the
budgeted $1.468 million Operating Deficit to negative $255,400 noting that $700,000 of this improved
result relates to projects carried over to 2026/27.

It is also noted that this deficit includes $680,200 relating to the 50% prepayment of Council’s
2025/26 Financial Assistance Grants received in 2024/25.

Adjusting for these items would result in a revised operating deficit of $275,200 which equates to a
(1.52)% Operating Deficit Ratio

As detailed in Budget Review 1 and 2 whilst the ratio is in deficit, Council has previously achieved a
6.80% average Adjusted Operating Surplus Ratio over the past 3 financial years indicating that
Council can absorb a single year deficit without a negative impact on its overall financial
sustainability.
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Council's Long-term Financial Plan also forecasts future operating surplus’ with an average 3.75%
Operating Surplus Ratio for the 2026-2035 period which is within recommended target ranges and
demonstrates longer term financial sustainability.

Net Financial Liabilities Ratio — Target 0% - 100%
The Net Financial Liabilities Ratio has reduced from a budgeted 22% to (4)%.

This ratio has improved by 26% primarily due to the deferral of the $4.480 million loan borrowings
aligned with the deferral of capital works to 2026/27 and the forecast $2.487 million of cash on hand
at the end of the reporting period which exceeds the $908,600 of debt owed resulting in a negative
ratio.

This ratio is below the recommended target ranges for Local Government however Council’s Long-
term Financial Plan forecasts $5.3 million of new borrowings over the 2026/27 to 2028/29 period
which will increase this ratio.

Asset Renewal Funding Ratio — Target 90% - 110%

The Asset Renewal Funding Ratio has decreased slightly from Review 2 (226%) to Review 3 (203%)
largely due to the $734,000 reduction in expenditure required on Bratten Way Rehabilitation stages
6&7.

Whilst negatively impacting the 2025/26 Asset Renewal Funding Ratio the four-year average ratio
achieves a 102% average which is in line with the recommended 90% - 110% ratio target.

This average is in line with Council’'s 2026-2035 Long-term Financial which averages 114% over the
life of the plan and will continue to be monitored to ensure that Council continues to renew assets at
the end of their useful lives.

CONCLUSION

The 2025/26 Budget Review 3 identifies strong results across Council’'s Net Financial Liabilities and
Asset Renewal Funding ratios with improvements to the Operating Surplus Ratio. Whilst the ratios
may vary to recommended targets ranges in 2025/26, all ratios are averaging within recommended
ranges over the 4 year period 2023 — 2026 and are forecast to remain within targeted ranges in
Council's Long-term Financial Plan; indicating future longer-term financial sustainability..

RECOMMENDATION
That the Audit and Risk Committee receives and notes the report titled ‘2025/26 Third Quarter
Budget Review’.

That the Audit and Risk Committee notes:
e The positive movement in the Operating Surplus Ratio from (6.65%) to (1.41%);
e Thereduction in the Net Financial Liabilities Ratio from 22% to (-4)%;
e The decrease in the Asset Renewal Funding Ratio from 226% to 203%;
e The carry forward of $12.263 million of project expenditure from 2025/26 to 2026/27
funded by $7.270 million in revenue sources.
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2025 2U0Zb 202b
ACTUAL  BUDGET REVIEW
$'000 $'000 $000

Income

Rates 10,669 11,115 11,123
Statutory charges 213 228 177
User charges 3,341 3,705 3,762
Grants, subsidies and contributions 4,003 5,865 1,681
Investment Income 434 138 281
Dividends

Reimbursements 1,381 1,455 1,484
Other Revenues 9 39 a4

Item 6.1 - Attachment 1 Page 8
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Local Government Association Asset Mutual Fund Performance Bonus applied against 2025/26

8011|Insurance General Operations 69 60 10]asset insurances. (A)
Carryover of the following Consultant Engagement Activities:
- Community Engagement Strategy
- Business Continuity Review
- Workforce Stategy
- Strategic Directions (A)
- Customer Experience Enhancements
EPLGA advised that it is not commencing the EPLGA Future Digital Improvement Strategy.
$5,000 saving realised in completing Council's Sustainability Plan
$20,000 overbudget expenditure for recrui associated with Chief Executive Officer and
8012|Consultants Fees 227 102 125|Director Infrastructure & Development.
8020|Administration Salaries 2,346 2,171 175|Estimated gs against Administration Salaries f ing chang of Administration Staff. (E)
8023 |Administration Travel & Training 59 39 20|Estimated savings against Administration Travel & Training Annual Budget (E)
Records Management - File Classification carried over pending sourcing of specialist @)
8024|Administration - General Operations 12 0 12|contractors.
8045|Ad ation - Telephone 27 21 6|lIdentified savings in ad ation annual internet and telephone operating costs. (E)
Project Manag: reporting enhanc s and ICT System Upgrades deferred pending @)
CNATIC Amnctar Ciinmart an n MNlairrnma Al rurtam iirana and susilahiliteg srcarrmants
Automated External Defibrillator (AED) maintenance costs not required in 2025/26 as devices ©
8453|Community Development Contributions 10 0 10{only purchased in current financial year.

Item 6.1 - Attachment
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8502 |Recycling Collection 244 220 24|ldentified savings in recycling kerbside waste collection service (E)
Stage 2 of Endeavour Heights Stormwater Management Plan deferred pending future external
funding opportunities. A)
8621|Stormwater Studies 26 0 26/514,000 Carryover to complete Coffin Bay Stormwater Management Plan
Carryover 572,500 Small Community Project Grants Program funding and 52,000 to conduct a @)
8786|Sport & Recreation - Grants & Donations 75 0 75|Bike Track Feasibility assessment.
Increased number of privately certified building applications reducing income received, offset ©
8902|Consultants Fees - Building Act 31 17 14|by reduction in building rules assessment income.
10999|Sealed Road Consultants 78 58 20|Savings achieved on contractor engagement for rural road sealed road pavement assessments, (A
Deferral of Jetty Pile Replacements pending Council final decision on future of Council Jetties. )
15551/ Jetties Maintenance 140 0 140|Funded by Jetty Reserve.
Carryover 50% of Council Radio Network Upgrade project due to extended project feasibility ®
15901|Radio Purchases 212 106 106]and scoping required prior to commencing to installation.
16007 | Works Department Training 72 52 20|Estimated savings against Works Department Training Annual Budget (E)
20004 |Administration - Grants 0 5 (5)|Unbudgeted Algal Bloom Wellness Program funding received. (A)
Budget surplus' identified resulting in drawdown on Council's cash advance debenture faciltiy @)
20009|Administration - Loan 100 0 (100)[not being required in 2025/26.
Unbudgeted receipt of Centrelink Paid Parental Leave Scheme payments, offset by payments to )
20012|Administration Employee Wages Refund 21 50 29[employee(s) on maternity leave.
20041|Rates Fines and Interest 33 40 8|Additional fines and interest charges est to be received on outstanding rates. (E)
54,221,000 carryover for Coffin Bay Business Precinct Regeneration Project - rPPP grant ©
20453|C y Group Grants 4,221 0 (4,221)|application pending announcement.
51,272,100 carryover for Coffin Bay Foreshore Revitailisation Project - main project works being ©
20453|C ity Group Grants 1,272 0 (1,272)|undertaken in 2026/27.
Community Development Loans for Cummins Residential Development, Coffin Bay Foreshore @)
Revitalisation and Coffin Bay Business Precinct Regeneration projects not required in 2025/26 as
20454| Community Development Loans 2,480 0 (2,480)|majority of project works and expenditures to be incurred in 2026/27.
Final payment associated with the successful funding application under the Regional Transport (A)
20479|Garbage Disposal Grants 0 14 14|Subsidies Program to support regional kerbside recycling services for the 2024/25 financial year.
20431[Transfer Station - Processed Recyclables 3 11 8|Unbudgeted sale of scrap metal processed at Waste Transfer Stations (E)

Item 6.1 - Attachment
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Increased patronage of Cummins Caravan Park resulting in additional site fee revenue for (E)
21134|Cummins Caravan Park Site Fees 55 75 20(2025/26.
21145|5ite Fees - Farm Beach Campground
21147|Site Fees - Louth Bay Campground Per August 2025 Council resolution OCM/25/144 Council increased campground fees and (E)
21149|Site Fees - Coastal Campgrounds 75 110 35|charges resulting in increased revenues estimated to be received in 2025/26
21201|Principal Repayments - Community Groups 38 67 29|Prepayment and closure of community group loan. ()

Carryover of initial sales forcasts from allotments created through the Cummins Residential ©
21411|Land Sales 1,592 0 (1,592)|Land Development

$10,500 allocation to undertake detailed design, engineering and soil sampling in preparation

for quotations as part of forecast 2026/27 Depot Expansions and Upgrades. Offset by savings (E)
30720|Council Building Construction 0 11 11|identified through deferral of large trailer replacement.
30720|Reserves Construciton 14 10 (4)|Carryover balance of Aesthetic Bin Enclosure Construction works to add to 2026/27 allocation. (A)

$8,000 of additional funding required to replace existing North Shields, Dorward Reserve

barbequee with 2 bay barbequee following receipt of quotations. Offset by savings identified (A)
30720|Reserves Construciton 64 72 (8)|through deferral of large trailer replacement.

Installation of air tight doors in Council Records Shed deferred pending available builder ()

Furniture & Fittings Purchases 8 0 8|availability.
Large Machinery Trailer deferred for replacement following internal assessment determined )
Plant & Equipment Replacements 41 0 41|trailer still has 5 years additional life.

Per February 2026 resolution CCM/26/031 Council approved a $28,000 over budget expenditure @)

30722|Machinery - Works In Progress 720 748| (28)|for the replacmeent of a grader.

Item 6.1 - Attachment
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Carryover of the following Coffin Bay township sealing projects to be completed in conjuction
with the Coffin Bay Foreshore Revitalisation project:

- Jubilee Drive Kerbing Extension (A)
- Haggarty Street Car Park Sealing
30730|Coffin Bay Township Street Sealing 142 0 142| - Esplanade Apron Sealing
30730|Roberts Road 16 0 16|Carryover final kerbing on Roberts Road pending contractor availability (A)
Savings achieved on final sealing and linemarking of Warrow Road construction and sealing )
30730|Warrow Road 70 37 33|project
Carryover of underspend on Formed and Surfaced Road Resheeting budget following $60,000 )
30730|Formed & Surfaced Road Construction 1,535 1,415 120|overspend on Farm Beach Road and deferral of Fishery Bay Road resheeting.
Carryover of Giles Road, Stormwater Repairs - bundled with Coffin Bay Foreshore Revitalisation @)
30730|Stormwater Construction 54 0 54|project works
Significant increases in material and freight costs in aplus additional project complexities ®
30730|Flinders Highway Bridge 785 915 (130)|resulting in overbudget expenditure.
Balance of Coffin Bay Foreshore Revitalisation Project carried over to 2026/27, offset by carried ®
30730|Coffin Bay Foreshore Revitalisation 2,600 200 2,400|over pending grant application in account 20453,

Iltem 6.1 - Attachment 1
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30730{C ins CWMS Construction

120

120

Carryover following projects to 2026/27 pending finalisation of Pump Station Upgrade Project:

- Waste Transfer Plant Mechanical Upgrade - $100,000
- Mobile Pumps x 2 - $20,000

(B)

30730|Tulka CWMS Construction

Carryover following projects to 2026/27 pending finalisation of Pump Station Upgrade Project:

- Dual Capability Large Capacity Genset Trailer - 545,000
- Liquid Chlorine Dosing System - $20,000

(B)

30730|Coffin Bay CWMS Construction

106

106

Carryover following projects to 2026/27:
- Pump Station ) Upgrade - $75,000 - Combined with Thriving Regions Grant Project
- Scour Valve Replacement - $4,000

Cancellation of Air Valve Repl - 527,000

(B)

Iltem 6.1 - Attachment 1
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Unbudgetted allocation to replace Port Lincoln Airport Terminal data room battery backup

(B)

30724|Furniture & Fittings - Works in Progress 0 10 (10)|solution. Offset by savings achieved in Airport Hygenic Services allocation.

Increase to Port Lincoln Airport Consultancy provision to enable airport carparking feasibility ®
15333|Port Lincoln Airport - Ci Itant: 20 30 (10){and analysis to be undertaken inline with the Masterplan.

Annual allocation for Port Lincoln Airport Hygenice services not required. Offset by increased ®)
15372|Port Lincoln Airport - Hygenic Services 31 21 10|Plant & Equipment capital renewal expenditure increase.

Per October 2025 resolution OCM/25/167 Council approved an $8,000 allocation to undertake (E)
15511|Boat Ramp Maintenance 0 8 (8)|pavement investigations of failing pavement at the Coffin Bay Boat Ramp Carpark.
21424|0Operating Bank Account Interest 18 0 (18)|Adjustment to allocated interest earnings. Offset by increase in account 21425, (E)

Per Investment Report, Interest Earnings are higher than budgeted due to increased levels of

cash on hand available throughout financial year, ®

Council received $16,400 as a Special Distribution from the Local Government Finance Authority
21425|LGFA Interest 100 261 161|for the balance of debentures and deposits held with the Authority in 2024/25.

Deferral of CFS House asbestos removal pending outcome of Port Lincoln Airport Masterplan ®
30720|Buildings - Works in Progress 75 0 75]and future requirements for CFS House.
30720|Buildings - Works in Progress 30 0 30|Deferral of Port Lincoln Airport new advertising billboard infrastructure. (&)

Per November 2025 resolution CCM/25/202 Council approved a $46,900 over budget )
30722|Machinery - Works In Progress 673 720 (47)|expenditure for the replacmeent of a 4 Wheel Drive Backhoe-Loader

Deferral of Port Lincoln Airport CCTV Audit & Repl. pending finalisation of legislative ®)
30724|Furniture & Fittings - Works in Progress 80 0 80|changes to aviation cctv.

Deferral of Port Lincoln Airport Carpark Survey & Desgin pending the finalisation of the carpark ®
30730 Infrastructure - Works In Progress 50 0 S0|feasibility and analysis as part of the Port Lincoln Airport Masterplan.

Confidential Items

Items considered in confidence have resulted in an adjustment to the Operating Result and
funding allocated to asset renewals

Item 6.1 - Attachment
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12997|Formed & Surfaced Roads - Patrol Grading 535 580 (45)|%45,000 balance of funding to enable full program of grading activities to occur.

20927|Capital Grants - Road Construction 0 1,765 (1,765)|Carryover of Special Local Roads Program Funding for Bratten Way Rehabilitation Stage 6 works. (A
Per September 2025 Report Council's allocation of Financial Assistance Grants for 2025/26 is )

21404 |Financial Assistance Grants 376 389 (13)]513,000 more than budgetted.

30720|Port Lincoln Airport - Buildings 0 30 (30)|Carryover Port Lincoln Airport Bird Management for front of terminal entrance (B)

30730|Bratten Way Rehabilitation - Stage 6 0 2,038 (2,038){Carryover balance of Bratten Way Stage 6 works commenced in 2024-25 (A)

Item 6.1 - Attachment
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- Strategic Directions

8012|Consultants Fees 135 0 135| - Customer Experience Enhancements
8024 |Administration - General Operations 12 0 12|Records Management - File Classification carried over pending sourcing of specialist contractors.
8046|Furniture & Fittings - Works in Progress 8 0 8|Installation of air tight doors in Council Records Shed deferred pending available builder availability.
Project Management reporting enhancements and ICT System Upgrades deferred pending outcome
8047 |Computer Support 30 0 30|of system usage and availability assessments.
8081|WHS Risk Management Initiatives 54 0 S4|Carryover of Local Government Risk Services funds received to progress WHS Risk Initiatives
8301|Disability Access initiatives 30 0 30|Carryover budget allocation for disability access initiavites.
Carryover of Coffin Bay B Precint Reg: ation works pending announcement of funding
8454|Land Development Schemes 4,551 0 4,551 |application under rPPP, offset by reduction in grant funding in account 20453.
$17,000 carryover for the retrofitting of RFID tags to general waste collection bins due to ongoing
8501|Garbage Collection 17 0 17|contractor negotiations.
8621|5tormwater Studies 28 14 14]514,000 Carryover to complete Coffin Bay Stormwater Management Plan
Carryover $72,500 Small Community Project Grants Program funding and $2,000 to conduct a Bike
8786|Sport & Recreation - Grants & Donations 75 0 75|Track Feasibility assessment.
Carryover 50% of Council Radio Network Upgrade project due to extended project feasibility and
15901 |Radio Purchases 212 106 106|scoping required prior to commencing to installation,
54,221,000 carryover for Coffin Bay Business Precinct Regeneration Project - rPPP grant application
20453 |Community Group Grants (4,221) 0 (4,221)|pending announcement.
51,272,100 carryover for Coffin Bay Foreshore Revitailisation Project - main project works being
20453 |Community Group Grants (1,272) 0 (1,272)|undertaken in 2026/27.
Special Local Roads Program Funding for Stage 7 Bratten Way Rehabilitation carried over to
20927 |Capital Grants - Road Construction (1,308) (1,123) (185)|complete final sealing and linemarking.
Carryover of initial sales forcasts from allotments created through the Cummins Residential Land
21411|Land Sales (1,592) 0 (1,592)|Development
Deferral of CFS House asbestos removal pending outcome of Port Lincoln Airport Masterplan and
30720|Buildings - Works in Progress 75 0 75|future requirements for CFS House.
30720|Buildings - Works in Progress 30 0 30|Deferral of Port Lincoln Airport new advertising billboard infrastructure.
30720{Reserves Construction 14 10 4|Carryover balance of Aesthetic Bin Enclosure Construction works to add to 2026/27 allocation.
Deferral of Port Lincoln Airport CCTV Audit & Replacement pending finalisation of legislative
30724|Furniture & Fittings - Works in Progress 80 0 80|changes to aviation cctv.

Iltem 6.1 - Attachment 1
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P

30730|Infrastructure - Works In Progress

50

5

=]

Deferral of Port Lincoln Airport Carpark Survey & Desgin pending the finalisation of the carpark
feasibility and analysis as part of the Port Lincoln Airport Masterplan.

30730|Stormwater Construction

54

54

Carryover of Giles Road, Stormwater Repairs - bundled with Coffin Bay Foreshore Revitalisation
project works

30730|Coffin Bay Foreshore Revitalisation

2,600

200

2,400

Balance of Coffin Bay Foreshore Revitalisation Project carried over to 2026/27, offset by carried
over pending grant application in account 20453.

30730|Bratten Way Rehabilitation - Stage 7

1,962

1,685

277

Stage 7 Bratten Way Rehabilitation completed $197,000 under budget inclusive of a $277,000
carryover to complete stage 2 sealing and final linemarking works. $131,300 of funding received
under the Special Local Roads Program to be returned.

30730|Coffin Bay Township Street Sealing

142

142

Carryover of the following Coffin Bay township sealing projects to be completed in conjuction with
the Coffin Bay Foreshore Revitalisation project:

- Jubilee Drive Kerbing Extension

- Haggarty Street Car Park Sealing

- Esplanade Apron Sealing

30730|Roberts Road

Carryover final kerbing on Roberts Road pending contractor availability

30730|Formed & Surfaced Road Construction

1,535

1,415

120

Carryover of underspend on Formed and Surfaced Road Resheeting budget following $60,000
overspend on Farm Beach Road and deferral of Fishery Bay Road resheeting.

30730|Cummins CWMS Construction

120

120

Carryover following projects to 2025/26 pending finalisation of Pump Station Upgrade Project:
- Waste Transfer Plant Mechanical Upgrade - $100,000
- Mobile Pumps x 2 - $20,000

30730 Tulka CWMS Construction

65

65

Carryover following projects to 2025/26 pending finalisation of Pump Station Upgrade Project:
- Dual Capability Large Capacity Genset Trailer - 545,000
- Liquid Chlorine Dosing System - $20,000

30730|Coffin Bay CWMS Construction

79

79

Carryover following projects to 2026/27:
- Pump Station J Upgrade - $75,000 - Combined with Thriving Regions Grant Project
- Scour Valve Replacement - $4,000

Iltem 6.1 - Attachment 1
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6.2 2026/27 ANNUAL BUSINESS PLAN AND BUDGET ADOPTION
Author: Manager Finance & Technology

Attachments: 1. Draft 2026/27 Annual Business Plan

Works Program ltem 7.1.2
Annually review the Draft Annual Business Plan and Budget and endorse to Council for adoption

Relevant Documents:
e Local Government Act 1999
0 Section 123 - Annual Business Plans and Budgets
0 Section 153 - Declaration of General Rate
0 Section 154 - Separate Rate
0 Section 155 - Service Rates and Service Charges
e Local Government (Financial Management) Regulations 2011
0 Section 6 - Annual Business Plans
0 Section 7 - Budgets

Requirements:

e Ensure Council annually adopts an Annual Business Plan and Budget. and;

Ensure relevant timeframes for public consultation have been adhered to and;

The Annual Business Plan and Budget are adopted after 31 May but before 31 August each year and;
The Annual Business Plan and Budget include all items as identified by the Act and Regulations
Rates and Charges are declared inline with sections 153, 154 and 155 of the Act

PURPOSE OF REPORT

To present the draft 2026/27 Annual Business Plan (ABP) and Budget to the Audit and Risk
Committee for review and comment prior to Council adoption scheduled for 17 June 2026.
BACKGROUND INFORMATION

Nil.

REPORT DETAILS

Council held two workshops relating to the 2026/27 Annual Business Plan (ABP) and Budget on 16
March and 13 April 2026. The Plan was developed utilising Council’'s Strategic Plan, Long-term
Financial Plan, Asset Management Plan and works that have been identified by Council and
Administration during the 2025/26 financial year

During the process of developing the 2026/27 Budget, the Council considered the following three
financial indicators used in Local Government to guide financial sustainability levels.

Operating Surplus Ratio

It is forecast that the 2026/27 budget will result in an operating surplus of $3,500 which corresponds
to a 0.02% Operating Surplus ratio which is inline with the targeted range of 0%-10%.

This result, however does not consider the $370,000 in projects funded in 2025/26 that are being
carried over to 2026/27. It is therefore prudent to calculate an adjusted ratio for Council’'s
consideration and is detailed below:

Operating Surplus $3,500
Plus 2025/26 Operational Carryovers $370,500
Adjusted Operating Surplus $374,000
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The Adjusted Operating Surplus equates to 2.38% and is inline with Council’s projected average
operating surplus’ projected its Long-term Financial Plan.

Council's 2027-2036 Long-term Financial Plan forecasts an average annual operating surplus ratio
of 6.56% over the 10-year period, equating to approximately $1.242 million per annum and provides
for an average annual operating surplus in any five-year period. This is considered a sound financial
result over both the medium and long term.

Net Financial Liabilities Ratio

The draft 2026/27 budget projects the Net Financial Liabilities Ratio to be 22% as at 30 June 2027
with Council’s total debt projected to increase by $2.014 million to $2.922 million. The Plan includes
$0.486 million in principal repayments and $2.500 million of new borrowings required to fund the
$14.75 million of included capital works.

The ratio, along with the forecast operating surplus’ within the Long-term Financial Plan indicates
that Council may have capacity to increase its net borrowings but this should be always be
considered as part of Council’'s long-term financial projections and project needs. This approach
ensures it yields a positive average operating surplus ratio over any given 3-5 year period as any
new borrowings would only decrease the current forecast operating surplus’ through increased
finance costs (interest).

Asset Renewal Funding Ratio

Council's Asset Management Plan identifies $4.271 million of works required with Council budgeting
to spend an estimated $4.991 million which achieves a ratio of 112%.

It should be noted that a significant portion of the budgeted expenditure relates to the Bratten Way
Rehabilitation Project at $1.778 million, Rubble Road Resheeting at $1.629 million and machinery
replacements at $0.699 million.

Providing Council achieves an Asset Renewal Funding ratio between 90% - 110% over any given 3-
5 year period, annual fluctuations in this ratio are considered acceptable.

Rate Increase

The ABP reports a general rate revenue increase of 4.90% which is inline with the March 2026
Consumer Price Index and is reflective of increases in costs incurred by Council in continuing to
deliver the existing services and build and maintain assets.

The ABP is currently out for public consultation which commenced on 21 May 2026 to 11 June 2026.
Members of the public were advised of this process through advertisement in the local paper,
Council’'s website, Facebook page, community reference groups and radio platforms seeking
feedback.

Additionally, Council have released an online survey and a public presentation of the ABP will occur
on 4 June 2026 prior to considering any submissions and feedback at a special council meeting to
be held on 15 June 2026 and subsequent adoption on 17 June 2026.

CONCLUSION

The 2026/27 Annual Business Plan has been developed from Council’s Long-term Financial Plan
and considered by Council at two workshops and a Council meeting where it was subsequently
endorsed for public consultation.

The Annual Business Plan includes a general rate increase of 4.90% which aligns with the movement
in the March 2026 Consumer Price Index and is a direct reflection on Council’s general operating
costs.

ltem 6.2 Page 22



Audit and Risk Committee Meeting Agenda 4 June 2026

RECOMMENDATION
That the Audit and Risk Committee:
1. Receives and notes the report titled 2026/27 Annual Business Plan and Budget
Adoption.
2. Notes the three key financial indicator ratios are within or exceed recommended
targets for local government.
3. Recommends the 2026/27 Annual Business Plan to Council for adoption.
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2 ADOUT TNE BAVICE .o e et s oo 2s o221t ms et
2.1 Summary of advice
22 Detailed advice findings ................
221 Advice on material plan amendments in 2023-24

222 Advice on financial sustainability .

—_

22.3 Advice on current and projected rate levels..

B RN N OO

—_

2.3 The Commission’s next advice and focus areas
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AMP

Commission

CPI
Council
CWMS

FQ Act

LGGC

LGPI

LTFP
Regulations
RBA
SACES
SEIFA

SMP

SG

The scheme or advice

Assel management plan (also called an IAMP)

Essential Services Commission, established under the Essential Services
Commission Act 2002

Consumer Price Index (Adelaide, All Groups)
District Council of Lower Eyre Peninsula
Community Wastewater Management System

Feeential Servires fammissinn 4rt 2012

2019

Local Government Grants Commission

Local Government Price Index

Long-term financial plan

Local Government (Financial Management) Regulations 2011
Reserve Bank of Australia

The South Australian Centre for Economic Studies
Socio-Economic Indexes for Areas

Strategic management plan

Superannuation Guarantee

Local Government Advice Scheme
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The Council's sustainable forecast performance is contingent on:

» the renewal of its asset stock at the level specified in its LTFP which is lower than the identified
expenditure required in the IAMP (given that the Asset Renewal Funding Ratio averages 80.7
percent throughout the seven-year life of the LTFP, it is reliant on restricted expenditure
meaning that the 'sustainable’ performance may be at the expense of longer-term asset
degradation),

» aperiod of service consolidation at the minimum level accepted by the community

» continued cost control, and

» further rate increases.

The Commission identified the major risks to Council’s sustainability as follows:

» The Council has forecast moderate growth in income and expenses, close to the RBA forecast
inflation, and if this forecast is not realised, the Council may need to either increase rates, or
reduce service levels to maintain its forecast OSR.

» The decline in projected OSR, together with increases in renewal and new capital expenditure
which may be subject to inflationary pressures, could result in additional unexpected deficits.

» The Council has consistently underperformed in meeting its asset renewal funding ratio and
this could decline further if capital expenditure on renewals continues to be limited due to
economic or other conditions.

Item 6.2 - Attachment 1 Page 64



Audit and Risk Committee Meeting Agenda 4 June 2026

Item 6.2 - Attachment 1 Page 65



Audit and Risk Committee Meeting Agenda 4 June 2026

One of the main purposes of the Local Government Advice Scheme (advice or the scheme) is to support
councils to make ‘financially sustainable’ decisions relating to their annual business plans and budgets
in the context of their long-term financial plans (LTFPs) and infrastructure and asset management plans
(IAMPs)? - both required as part of a council's SMP.* Financial sustainability is considered to
encompass intergenerational equity,* as well as program (service level) and rates stability in this
context.® The other main purpose is for the Commission to consider ratepayer contributions in the
context of revenue sources, outlined in the LTFP.® In addition, the Commission has discretion to provide
advice on any other aspect of a council's LTFP or IAMP it considers appropriate, having regard to the
circumstances of that council.”

The first cycle of the scheme extends over four years from 2022-23 to 2025-26, and the Commission
has selected 17 councils for advice in the second scheme year (2023-24), including the Council.

This report provides the Local Government Advice for the Council in 2023-24.

The Council is obliged under the Local Government Act 1999 (LG Act) to publish this advice and its
response, if applicable, in its 2024-25 annual business plan (including any draft annual business plan)
and subsequent plans until the next cycle of the scheme ? It does not need to publish the attachment to
the advice (these will be available with the advice on the Commission's website?), nor is it compelled
under the LG Act to follow the advice.

The Commission thanks the Council for meeting with the Commission and for providing relevant
infarmation ta assist the Cammission in nrenarinn this advire
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The Council's 2023-24 LTFP includes a decrease in its projected operating performance, and increases
to its projected capital expenditure estimates, compared with the 2022-23 forecasts, ' as follows:

» A decrease in operating performance by $4.8 million or by 5.2 percent, resulting in the Council
projecting a volatile operating surplus result with deficits in 2025-26, 2026-27 and 2028-29. This
is mainly driven by recent and Council's forecast inflationary pressures.

» An additional $5.8 million (or 26.6 percent) for asset renewals, and an additional $0.5 million (or
2.4 percent) for new and upgraded capital works. Much of the increases are being driven by the
inflation estimates.
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present a sk to its cost and iIncome projections In the current intlationary environment. | he RBA
currently forecasts the CPI (Australia-wide) to increase by 3.9 percent in the year to the June 2024
quarter and by 3.3 percent in the year to June 2025. Thereafter, it is reasonable to anticipate a return to
long-run averages (and growth of 2.6 percent per annum from 2025-26, based on the midpoint of the
RBA's 2 to 3 percent target range).'®

The Commission notes that the Council's stated assumptions for indexation in its 2023-24 LTFP are
transparent and based on its annual review of these forecasts'® but observes that there is still
uncertainty around the assumptions given they are higher than RBA forecast inflation. Notwithstanding
the need for the Council to endeavour to find savings and reduce any inflationary impact on its
community, the Commission has found that it would be appropriate for it to:
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Operating income growth averaged 4.8 percent per annum from 2012-13 to 2021-22, with a similar rate
of operating expense growth at 4.7 percent.'®

The Council received a combination of additional rates, statutory charges, user charges and ‘grants,
subsidies and contributions’ income over this period to generate its relatively strong historical operating
income growth.

On the cost side, its ‘materials, contracts and other and ‘depreciation’ expenses both increased
(averaging 3.8 and 5.4 percent per annum respectively) from 2012-13 to 2021-22, when average annual
CPI growth was 2.0 percent.'® 'Employee’ expenses increased by an average of 6.3 percent per annum
(with approximately 1.9 percent growth in full-time equivalent (FTE) staff per year).

The estimated rate of growth in operating expenses projected over the next 7 years (from 2023-24 to
2029-30) is an average of 2.9 percent per annum, which is slightly above RBA-based forecast inflation.?
Combined with rates and investment income revenue growth (above RBA-based forecast inflation), the
Council's operating performance is projected to be volatile but with an average of 0.4 percent over the 7
years from 2012-13 to 2029-30. The associated impact on ratepayers is discussed further below.

The Commission notes the practice of the Council in conducting regular service level reviews of its
operations, focused on achieving increased productivity, efficiency and effectiveness, and aligning
services to customer demand.?’ While annual reviews of the AMP are undertaken prior to budget
setting, the AMP is formally updated on a five-year basis?? which may understate projected
expenditures.
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The Council's net financial liabilities ratio has trended between 48.8 and negative 3.1 percent between
2012-13 and 2021-22 which is within (or below) the suggested LGA target range for the indicator of
between zero and 100 percent (averaging 29.3 percent over this period).?* The Council projects it will
continue to meet the suggested LGA target range under its 2023-24 to 2029-30 forecast with an
average of 13.1 percent, which demonstrates that the council is only accumulating liabilities that its
operating income can reasonably service.

Based on the Council's projected repayment of borrowings, relatively low forecast net financial liabilities
ratio in the longer-term, and treasury management policy, the Commission notes that it might have the
opportunity to utilise its cash holdings to further address its asset renewal expenditure requirements.

Furthermore, with its forecast annual end of year cash position averaging $7.4 million between 2023-24
and 2029-30, it would have operating capacity for further borrowing repayments if it is deemed
appropriate.
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11U percent over these years,“* and averageda /8 percent between 2U12-13 and 2UZ1-22. 1nis inaicates
that the Council underperformed in meeting its asset service sustainability requirements over this
period.

From 2023-24, the Council is adjusting its asset renewals spending profile with higher projected annual
renewal expenditure averaging $4 million to 2031-32, in nominal terms. Despite the increase, its asset
renewal funding ratio (IAMP-based) is expected to continue to trend below the suggested LGA target
range (averaging 80.7 percent from 2023-24 to 2029-30) and is unlikely to address the asset renewal
funding shortfall. This coincides with higher forecast spending by the Council on new or upgraded
assets (estimated to average $3.4 million per annum to 2029-30). The Commission notes some of the
forecast new capital expenditure relates to its airport asset which does not impact on ratepayers, but
which mav skew the ARFR and the forecast Asset Renewal Fundina nan) 75
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WNICN INCIUGES & SIgNITICaNnt INCrease Of 1£.0% IN 1018l rates revenue 1or ZUZ3-24 DeETween esumates In
2022-23 LTFP and 2023-24 LTFP. This long-term growth trend is impacted by the Council’s projected
rates increases in the first three years of its LTFP (from 2023-24 to 2025-26) being above the RBA
forecast rates.*

In total, the LTFP effectively projects a cumulative increase of $93 per annum per existing ratepayer (to
§2,774) per annum) by 2029-30, which is consistent with the Council’s assumed inflation growth over
this period, (estimated by the Council to be 8.6 percent in the first year of the LTFP)* but is above the
RBA-based long-term inflation forecast of an average of 2.6 percent per annum.*’

Affordability risk among the community for the further rate increases appears to be low, based on a
range of factors including the existing relatively low rate levels,* and the relative average socio-
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- wi Igulllg pt:l mnngnce dgdl[lbl e LIFF EsUnndgles,
» achievement of cost savings and efficiencies and its continued reporting of these in its plans,

» reprioritisation of its capital spending towards asset renewal and rehabilitation works and how
it has addressed the backlog of asset renewal expenditure, and

> how it has sought to minimise any emerging affordability risks.
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6.3 DRAFT 2027-2036 LONG-TERM FINANCIAL PLAN
Author: Manager Finance & Technology

Attachments: 1. 2027-2036 Draft Long-Term Financial Plan

Works Program Item 7.1.1
Review of annual update to the Long Term Financial Plan

Relevant Documents:
e Local Government Act 1999 - Section 122 (4)
e Local Government (Financial Management) Regulations 2011 - Section 5 - Long-term Financial Plans

Requirements:

adopting the Council's Annual Business Plan giving consideration to:

e Council's adopted Strategic Management Plans

e Council's adopted Service Standards

¢ Relevant Legislation

e Any known budget variations or significant items that have arisen since the last review

Ensure Council staff undertake an annual review of its Long-term Financial plan as soon as practicable after

PURPOSE OF REPORT

To present the 2027-2036 Long-term Financial Plan (LTFP) to the Audit and Risk Committee for
review and comment.

BACKGROUND INFORMATION

Council is required to undertake an annual review of the LTFP which Council has conducted in
conjunction with the preparation of the 2026-27 Annual Business Plan and Budget at workshops
held 16 March and 13 April 2026.

Council have endorsed the LTFP for public consultation with submissions closing 5:00pm, 11 June
2026.
REPORT DETAILS

The 2026/27 — 2035/36 LTFP has been developed in conjunction with the 2026-27 Annual Business
Plan and Budget and incorporates expenditures identified within Council’'s 2026-2040 Asset
Management Plan (AMP) and 2027-2036 Future Projects Plan (FPP).

The plan focuses on maintaining current operations and service levels and ensuring Council's long-
term financial viability is met by highlighting the following key factors:

Assumptions

Consumer Price Index (CPI)

The LTFP uses the December Consumer Price Index as forecast by the Reserve Bank of Australia
(RBA). At present, the monetary policy aims to keep consumer price inflation in the economy to 2%-
3%. Recent global economic uncertainty and high inflation levels has resulted in the LTFP
forecasting the following CPI increases:

- 2026-27 4.90%
- 2027-28 3.60%
- 2028-29 2.70%

- 2029-30 —2035-36 2.50%
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Future Projects Plan 2027-2036

The Future Projects Plan (FPP) was developed by Council to assist in the review of the 2027-2036
LTFP and includes $38.862 million of works that are projected to be funded through a combination
of cash, loans and grant funding. The FPP has been included as Appendix A of the LTFP and is
exclusive of asset renewal works identified within Council's AMP.

Council undertook sealed road pavement assessments in 2025/26 with the outcomes of these
assessments to be used to determine appropriate rehabilitation treatments, cost estimates, and
renewal timeframes for inclusion in future revisions of Council’'s Long-term Financial Plan.

General Rate Revenue

The Plan predicts an annual average rate increase of 0.40% above the annual CPI movement (or
3.27% including CPI) to existing properties which is considered reasonable given the number and
cost of new assets that Council is aiming to construct over the ten year period

Council aims to ensure that it has sufficient funds available to renew or replace assets when they
reach the end of their life which has resulted in an annual average rate increase of 0.30% to fund
the replacement of new assets that are constructed over the life of the plan.

In addition a once off general rate increases of 1.00% has been included to fund projects arising
from the Cummins and Coffin Bay Masterplans.

Table 1 below identifies the anticipated general rate revenue increases over the life of the plan:

PROJECTED RATE GENERAL INCREASES

2027
4.99%

2028
5.80%

2029
3.49%

2030
3.36%

2031
2.95%

2032
2.80%

2033
2.87%

2034
2.73%

2035
3.18%

2036
3.18%

- Development / Growth

0.35%

1.00%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

0.20%

- Consumer Price Index

4.90%

3.60%

2.57%

2.50%

2.50%

2.50%

2.50%

2.50%

2.50%

2.50%

- Depreciation Expense

0.20%

0.59%

0.66%

0.25%

0.10%

0.17%

0.03%

0.48%

0.49%

- Masterplan Developments

1.00%

Table 1 — Projected rate increases
Community Wastewater Management Scheme (CWMS) Service Fee Review

A CWMS service charge review was conducted and presented to Council in February 2024 where
Council resolved to impose a 2.25% per annum increase (over and above CPI) for the eight year
period 2025 — 2034 to return the CWMS'’ to operational neutrality.

The CWMS' are forecast to have an operating surplus’ over the life of the plan with an annual average
operating surplus of $145,400 being a sound financial result that should provide sufficient funding
for general operations and the renewal and replacement of existing assets as required.

Key Financial Indicators

Local Governments utilise the following three key financial indicators to help assess a Council’s
overall long term financial sustainability:

1. Operating Surplus Ratio — Target 0% - 10%

Councils should aim to achieve an Operating Surplus Ratio between 0% - 10% to ensure that it is
able to fund its annual general operations and the costs associated with the consumption of its assets
(depreciation).

The LTFP forecasts an average annual operating surplus ratio of 6.53% over the 10-year period, ,
ranging from a ratio of negative (-1.45)% in 2026/27 to 9.39% in 2035/36 providing for an average
annual operating surplus in any three to five-year period.

This is considered a sound financial result over both the medium and long term.

This percentage indicates that Council should have the financial capacity to meet the costs
associated with its general annual operations, replace / renew assets as required and have some
capacity for new capital initiatives that can be funded either via cash or through new loan borrowings.
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The following graph depicts Council’s Operating Surplus Ratio over the life of the plan:

2. Net Financial Liabilities Ratio — Target 0% - 100%

The net financial liabilities ratio is calculated by expressing net financial liabilities as a percentage of
operating revenue and councils are recommended to maintain this ratio between 0% to 100%.

Over the ten year plan this ratio declines from a maximum 31% in 2028/29 to (36%) in 2035/36,
reflecting the build up of cash reserves and decrease in debt held by the Council from $4.864 million
as at 30 June 2029 to $1.257 million as at 30 June 2036.

The plan includes $5.30 million of new 10 year fixed term debentures over the life of the plan to fund
the $80.830 million of included capital works.

The above ratio result would indicate that Council has capacity to borrow, however this ratio needs
to be considered in conjunction with Council’s Operating Surplus Ratio to ensure that Council can
meet any increased interest expenses without moving into a sustained operating deficit position.

3. Asset Renewal Funding Ratio — Target 90% - 110%

This ratio indicates the annual expenditure in renewing Council assets as a percentage of identified
works within its AMP and should achieve an average result of 100% over the life of the plan to ensure
that Council’s assets are renewed when required.
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The Asset Renewal Funding Ratio reflects that on average Council is expending 108% of
expenditure levels identified in Council’s Asset Management Plan each year on the renewal of assets
which is a good result and indicates that Council’'s overall asset condition should be improved over
the 10 year period.

Key influences on this ratio exceeding the recommended 90% - 110% target include renewal works
associated with the ongoing Rehabilitation of Bratten Way and the forecast cement stabilisation of
works on White Flat Road.
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CONCLUSION

The 2027-2036 LTFP provides assurance that Council is operating within or exceeding the
recommended ranges for its Operating Surplus Ratio, Net Financial Liabilities Ratio and Asset
Sustainability Funding Ratio over the life of the plan, indicating that the Lower Eyre Council should
remain financially sustainable over the medium and long-term forecast.

General Rate Revenue increases have been kept to a minimum with primary increases included for
the construction of new community assets and is considered reasonable given the assets values
and the desire from the community to include the assets in the plan.

Council continues to explore options for future sealed and unsealed road renewal works which, once
completed, will drive future reviews of Council's Long-term Financial Plan to ensure Council’'s
services and operations are maintained, assets are renewed in a timely manner and new Council
initiatives appropriately planned for.

RECOMMENDATION
That the Audit and Risk Committee:
1. Receives and note the report and attachment titled ‘Draft 2027-2036 Long-Term

Financial Plan’ and endorses to Council for adoption.

2. Provides the following comments for Council’s consideration:

e That the Long-term Financial Plan key financial indicators for financial
sustainability operate, on average, within or exceeding recommended target
ranges for the local government sector.

e The plan contains $82.200 million of capital new and renewal works that Council
will need to plan for to ensure sufficient resources are available to enable project
delivery without impacting Council’s general operations and service standards.

e That ratepayer affordability remains a consideration against the development,
maintenance and future renewal costs associated with new community asset
included within the Plan.

3. Notes the Draft 2027/2036 Long-term Financial Plan has been prepared with
appropriate due diligence, legislative compliance and regard for risk management.
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Local Government Act 19499, and rorms part of Council’s Strategic planning documents.

The purpose of the plan is to measure the Council’s capacity to fund the objectives and
services as set out in the Strategic Plan, and to ensure that the Council is adequately providing
for Asset replacement.

The ten year plan has been set based on the premise that Council wishes to be financially

sustainable over the ten year period, achieving at least a break even position over this time
frame.

Long-term Financial Plan 2026-2035 3
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The Consumer Price Index (CPI) being a measure of the average change over time in the prices
paid by consumers for goods and services has been assumed as follows:

- 2026-27 4.90%
- 2027-28 3.60%
- 2028-29 2.70%
- 2029-30-2035-36 2.50%

Adelaide All Groups CPI for the December 2025 annual period was 3.30% and has been

frraract hu tha Racanma Rank af Auctralia’c (IRRAV tn incraaca ~uar tha chart tarm hafara
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Development occurring in 2026-27.

1.1.3. General Rate Revenue

The Plan predicts an annual average rate increase of 0.40% above the annual CPlI movement
(or 3.27% including CPl) to existing properties which is considered reasonable given the
number and cost of new assets that Council is aiming to construct over the ten year period.

Council aims to ensure that it has sufficient funds available to renew or replace assets when
they reach the end of their life which has resulted in an annual average rate increase of 0.30%

to fund the replacement of new assets that are constructed over the life of the plan.

In addition a once off general rate increases of 1.00% has been included to fund projects
arising from the Cummins and Coffin Bay Masterplans.

Lower Eyre Council 4
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considered to warrant an increased investment in road works by Council. The plan also
includes construction works associated with recommendations arising from the Coffin Bay and
Cummins Masterplans and it is considered that the community would support the additional
level of rate payments to achieve a large program of sealed roads capital works and new
township infrastructure and amenities.

1.1.4.  Other Revenues

Council also receives revenues from several other sources including statutory charges, user
charges, reimbursements and other revenues. These items (excluding business activities) have
been indexed inline with movements in the Consumer Price Index.

1.1.5.  Operating Grants

Council receives annual Financial Assistance Grants by way of a General Purpose and a Local
Road grant which have been indexed by 2.00% per annum in recognition that the FA Grants
do not typically increase inline with CPI.

The plan has assumed the continuation of the Local Government Supplementary Local Road
funding that is provided to address the inequality in Local Road Financial Assistance Grant
allocated to South Australian Councils.

The LTFP includes an 10% increase to the current 2026 level of Roads to Recovery funding in
the 2029/30 financial year being slightly less than the movement in the Consumer Price Index.

1.1.6. Investment Income

Interest earned on investments has been calculated at an interest rate of 4.25% over the life
of the plan being slightly less than current rates achieved through investment with the Local
Government Finance Authority on the basis of assumed medium to long-term reduction in the
current Official Cash Rate as determined by the Reserve Bank of Australia.

Long-term Financial Plan 2026-2035 5
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Community Wastewater Management Schemes must be quarantined for future use within
the scheme. These funds are managed by Council through the provision of reserve accounts,
with any excess funds allocated to the reserve and available for future asset renewals and
general operations as required.

No additional growth has been included for the CWMS given minimal new connections are
added annually.

1.2. Expenditure

1.2.1.  Operating Expenditure
Operating expenditures have been indexed inline with the movements in the Consumer Price
Index.

1.2.2. Wages

The plan includes the provision for one additional Project Manager, for a three year period
2027 - 2029 to assist with the management and delivery of Council’s increasing capital works
program. No other increases in staffing levels has been assumed and all other wages have
been increased inline with the movements in the Consumer Price Index.

1.2.3.  Finance Charges

Finance charges for new loan borrowings have been assumed at 6.00% for fixed term and
5.60% for Cash Advance Debentures for the life of the plan with all borrowings enacted with
the Local Government Finance Authority.

1.2.4. Depreciation

Depreciation has been calculated using the ‘Straight Line Method’ based on Current
Replacement Cost (CRC) of an asset and its expected life. Annual depreciation amounts have
been indexed inline with the assumed Consumer Price Index Movement to ensure
depreciation rates maintain relativity to the cost of renewing or replacing assets in any given
year.

Lower Eyre Council 6
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Council developed a ten year Future Projects Plan (included as Appendix A) tor the
development of its 2027-2036 Long-term Financial Plan includes $38.862 million of works that
are projected to be funded by a combination of cash and grant and are summarised in the

following categories:

As detailed above the enactment of Council plans, new road sealing works and new footpaths
has been a key consideration in the review and development of this Long-term Financial Plan.

Council undertook as part of its 2025/26 Annual Business Plan sealed road pavement
assessments to determine rehabilitation processes, costings and timeframes to rehabilitate a

Authorised Landing Areas $61,000
Boat Ramps $131,000
Bridges $55,000
Buildings $588,000
Cemeteries $55,000
Community Wastewater Management Scheme  $2,474,000
Council Plans 59,185,000
Cummins Homes $2,291,000
Footpaths & Walking Trails $1,223,000
Formed & Surfaced Roads $256,000
Playgrounds / Reserves & Other Rec $1,054,000
Sealed Roads 520,726,000
Stormwater $498,000
Streetlighting $265,000

number of its key rural and urban sealed roads.

This work, and associated outcomes will be used in formulating future Long-term Financial

Plans of Council in the 2026/27 financial year.

Long-term Financial Plan 2026-2035
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excluding Council’s Sealed and Unsealed Road assets due to:
- The requirement to conduct a sealed road pavement assessment to help determine
the best renewal processes and timelines for several sealed roads.
- Locating an opening up new rubble pits to enable the efficient renewal of Council's
unsealed road network.

In 2025/26 Council increased sealed and unsealed road renewal expenditures by $113,700,
indexed annually over the life of the plan as a proactive approach to road maintenance and
renewal.

Council continues to work with the community to identify and secure new rubble sources and
undertook sealed road pavement assessments during 2025/26. The outcomes of these
assessments will be used to determine appropriate rehabilitation treatments, cost estimates,
and renewal timeframes for inclusion in future revisions of Council’s Long-term Financial Plan

2. Business Activities

2.1. Port Lincoln Airport

The Port Lincoln Airport transitioned to a standalone subsidiary in 2025/26 as the Port Lincoln
Airport Management Authority (PLAMA). While PLAMA maintains its own financial
management documentation and processes, its operating result and equity continue to be
consolidated within Council’s financial statements.

PLAMA is projected to be in open in a $977,400 net cash debt position as at 30 June 2026 with
this debt forecast to be fully repaid by 2028/29 prior to undertaking the $13.25 million main
runway upgrade and extension which is forecast to be funded through a combination of cash,
new loan borrowings and grant funding.

The Plan incorporates annual passenger movements of 170,000, with forecast growth of
0.75% per annum, representing a key objective of the subsidiary. It also assumes that the
current Regular Passenger Transport (RPT) passenger levy will be indexed annually in line with
the Consumer Price Index (CPI).

Asset renewal works, as identified in the Asset Management Plan, totalling $3.452 million
along with $15.234 million of new capital works have been included as part of the Port Lincoln
Airport operations.

The airport shows an average operating profit of $175,700 per year (or 3.14% operating
surplus ratio) over the ten years.

The Port Lincoln Airport continues to provide 6% of its operating income as a return on
investment to Council’s ratepayers. This averages $248,600 per annum over the life of the
plan and equates to a 2.55% of Council’'s 2026/27 general rate revenue saving to Council's
ratepayers.

Lower Eyre Council 8
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are renewed and new assets constructed.

Coffin Bay Caravan Park
The Caravan Park will having an average annual operating surplus of $113,700 over the life of
the plan with a forecast closing cash balance of $1.509 million as at 30 June 2036 and no debt.

A total of $442,800 of capital works are included which relate to the renewal or replacement
of existing assets identified as reaching end of life over the duration of the Plan.

The Coffin Bay Caravan Park continues to provide 6% of its operating income as a return on
investment to Council’s ratepayers. This averages at $10,700 per annum over the life of the
plan and equates to a 0.11% of Council’s 2026/27 general rate revenue saving to Council’s
ratepayers.

The ten year plan provides for a $113,700 average annual operating profit, sufficient funds to
renew / replace assets when due and will repay all loan borrowings for new capital works
which is considered to be a good result and sound financial position.

2.2. Cummins Homes

Occupancy rates at the Cummins Homes remained stable at 90%-100% with the plan having
been put together based on approximately 90% occupancy per year. The increased occupancy
relates to a combination of more pro active management of the facility, increased demand for
such accommodation and significant capital renewal works that have modernised the
facilities.

Council's Asset Management Plan identified 5164,000 of asset renewal works in 2035/36 in
addition to the $2.35m of new asset renewal works which includes the construction of 6 new
double bedroom units.

The construction of the new double bedroom units in the 2029/30 financial year results in the
Cummins Homes going $446,500 into debt prior to being repaid in 20and having a closing cash
position of $518,700 as at 30 June 2035.

The Cummins Homes will have a forecast average annual operating profit of $20,500 being a
5.84% average Operating Surplus Ratio indicating the Cummins Homes are financially
sustainable over the medium to long-term.

2.3. Community Waste Water Management Schemes

The Community Wastewater Management Schemes (CWMS) were subject to a revaluation
and condition assessment with detailed componentisation as at 1 July 2021 which resulted in
the schemes annual depreciation expense increasing by 45% from $239,000 to $346,000.

This depreciation increase resulted in the combined CWMS projecting annual $131,000

operating deficits of approximately $130,000 and indicated that the CWMS will have likely be
unable to fund all future asset replacements when required.

Long-term Financial Plan 2026-2035 9
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to have a predominant cash deficit position with a closing deficit of $1.426 million as at 30
June 2037.

The deficit is largely attributed to the $8.076 million of capital works split across $5.225 million
for replacement of existing assets and $2.851 for new and upgraded assets and the $1.90
million pump station upgrades that were completed in 2025/26.

3. Sustainability Ratios
21 Anaratina Curnlic Batin — Taraat N0 - 1N0Z
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The Local Government Association suggests a Council’s net financial liabilities ratio should
range between 0% and 100% of total operating income.

Over the ten year plan this ratio declines from a maximum 31% in 2028/29 to (36%) in
2035/36, reflecting the build up of cash reserves and decrease in debt held by the Council
from $4.864 million as at 30 June 2029 to $1.257 million as at 30 June 2036.

The plan includes $5.30 million of new 10 year fixed term debentures over the life of the plan
to fund the $80.830 million of included capital works.

The Asset Renewal Funding Ratio is calculated by measuring capital expenditure on renewal
or replacement of assets, divided by the level of spend specified in the Asset Management
Plan.

The LGA suggest Councils should be aiming for a result between 90%-110%.

The Asset Renewal Funding Ratio reflects that on average Council is expending 108% of
expenditure levels identified in Council’s Asset Management Plan each year on the renewal of
assets which is a good result and indicates that Council's overall asset condition should be
improved over the 10 year period.

Key influences on this ratio exceeding the recommended 90% - 110% target include renewal

works associated with the ongoing Rehabilitation of Bratten Way and the forecast cement
stabilisation of works on White Flat Road.

Long-term Financial Plan 2026-2035 11
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These repayments amount to an annual average of 5.81% of general rate revenue with peak
repayments of 7.12% in the 2029/30 financial year and not exceeding the 15 percent threshold
over the duration of the plan.

A the conclusion of the plan, Council (excluding business activities and self funding loans) has
$1.257 million of debt outstanding which is forecast to be repaid by 30 June 2039.

The total forecast debt levels and repayments as a percentage of general rate revenue are
considered to be at a sustainable level.

Lower Eyre Council 12
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the plan.

The Long-term Financial Plan provides for an average operating surplus ratio of 6.53% which
when combined with Council’s 108% Asset Renewal Funding Ratio and 5% Net Financial
Liabilities Ratio indicates that Council is in a sound financial position over the life of the plan.

Council debt levels are projected to increase over the three-year period from 2026/27 to
2028/29 as Council delivers its significant short-term capital works program, partly funded
through the utilisation of existing cash reserves. Despite this, Council's debt servicing levels
remain relatively low in comparison to general rate revenue, providing capacity for Council to
proactively respond to unforeseen future capital requirements or financial pressures.

The Long-term Financial Plan has been updated by elected members and staff in conjunction
with the preparation of the 2026/27 Annual Business Plan and Budget. The additional general
rate revenue increases above that of CPI have been determined as required for council to be
sustainable into the future and are at a level that would be acceptable to the community given
the significant investment in both current and new infrastructure across the district.

Sacheen Hopewell

Acting Chief Executive Officer
Lower Eyre Council

Long-term Financial Plan 2026-2035 13
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6.4 RATING REVIEW
Author: Manager Finance & Technology

Attachments: 1. Rating Review Consultation Paper

Budget Impact
Nil.

Risk Assessment
Risk Level: Low
Risk comment: N/A

PURPOSE OF REPORT
To present the Rating Review Consultation Paper to the Audit and Risk Committee for their review.

BACKGROUND INFORMATION

Council rates (excluding fees and charges) represents the largest source of revenue for Australian
local governments with the Lower Eyre Council raising 49% of its operating revenue from general
rates in 2025/26.

Council last reviewed its rating methodology in 2001/02 and as a form of taxation it is reasonable to
undertake a review of the systems and methodologies used for taxation purposes to ensure that the
system of taxation remains equitable, has regard to both benefits received (noting rates are a tax
and not a fee for service) and people’s capacity to pay along with ensuring current and future
generations share contributions towards district services and infrastructure.

When setting such systems and associated rating policies the Council should make reasonable
provisions to provide relief from rates where appropriate, take into account the financial effects of
the system of taxation on future generations and give due regard to the five Principles of Taxation
being:

- Equity — taxpayers with the same income pay the same tax, wealthier taxpayers pay more
tax.

- Benefit — taxpayers should receive some benefits from paying tax, but not necessarily to the
extent of the tax paid

- Ability to pay — the ability of the taxpayer to pay the tax must be taken into account

- Efficiency — if a tax is designed to change behaviour and the behaviour changes the tax is
efficient, if a tax is designed to be neutral in its effect on taxpayers and it changes their
behaviour it is inefficient.

- Simplicity —the tax must be understandable, hard to avoid, easy to collect

Council currently uses capital valuations for rating as supplied annually by the valuer-general and
imposes a differential rate and fixed charge to rateable properties. Four tiers of differential rates are
applied based on a properties locality as follows:

- Category 1 - 0.1765 cents in the dollar in respect of rateable land within the gazetted
townships of Cummins, Coffin Bay, North Shields, Louth Bay, Boston, Poonindie, Tulka &
Tiatukia;

- Category 2 - 0.1471 cents in the dollar in respect of rateable land within the gazetted
townships of Edillilie, Yeelanna, Coulta, Mount Hope, Wanilla, Farm Beach, Little Douglas,
Mount Dutton Bay and Lake Wangary; and

- Category 3 - 0.1353 cents in the dollar in respect of all other rateable land outside of those
gazetted townships and within the area of the Council.
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- Category 4 - 0.5884 cents in the dollar in respect to all properties within the Employment
(Bulk Handling) Zone under the Planning and Design Code.

The following table is reflective of Council’s current Rating Categories

Rating Category RID 25/26 Differential %

Category 1 0.001765 120% compared to Category 2
Category 2 0.001471 100%

Category 3 0.001353 92% compared to Category 2
Category 4 0.005884 400% compared to Category 2

In undertaking a Rating Review the Local Government Act 199 sets out specific requirements when
a council considers changing the basis of its rating. Section 151(5) of the Act requires that before a
council changes the basis of the rating of land or introduces a separate rate or service charge, it
must prepare a report on the proposed change and undertake public consultation in accordance with
the Minister's Community Engagement Charter (made under section 50 of the Act) and Council’'s
community engagement/public consultation policy (as applicable).

REPORT DETAILS

Council has undertaken an extensive review of its rating methodology during multiple workshops in
November 2025, December 2025, February 2026 and May 2026 to consider the available methods
and the options available for setting rates and determining the most equitable way to distribute the
rate burden among properties within its community.

Rating by Land Use

In undertaking this review, Council is proposing changes to the basis upon which its rates are
charged, primarily from its current locality based rating to rating by a properties land use. This is due
to the current Locality-based rating system resulting in anomalies, where properties of the same type
and usage are rated differently depending on their location.

Rating by locality would group properties into one of the following nine categories:
* Residential
e Commercial Shop
*  Commercial Office
*  Commercial Other
e Industry Light
e Industry Other
e Primary Production
* Vacant Land
e Other

Land Use can be a better indicator of how a property impacts council services, such as heavy
machinery moving on roads from large commercial, industrial and primary production activities,
compared to residential properties with similar activities have similar impacts regardless of where
they are located.

Rating by locality, which is reliant on setting boundaries can become outdated as towns grow, rural
living expands, or planning zones change. Land Use can be a more stable basis when development
patterns shift.
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Rating by Land Use enables Council to apply rating strategically, as it focuses on where a property
is located rather than how it is used and it is able to target specific property types that could have
higher or lower differentials to either discourage or encourage activities.

Rating Distribution

In addition to transitioning to rating by a properties land use as opposed to locality, Council have
also considered the distribution of rates and are proposing the following differential rating system,
which is the comparison of a properties Rate in the Dollar compared to Residential properties.

Rating Category (Land Use) | Differential

Residential 100%
Commercial Shop 100%
Commercial Office 100%
Commercial Other 130%
Industry Light 100%
Industry Other 130%
Primary Production 100%
Vacant Land 100%
Other 100%

Council are also proposing to expand the current Category 4 Employment (Bulk Handling) Zoned
properties to include all similar silo / grain receival site properties that are also within the Rural Zone
with the Land Use of Commercial other.

Impacts and Rationale

As part of the Rating Review process Council have considered modelling on the impacts to Council
properties with this modelling indicating a mixed distribution of impacts across the district, with both
increases and decreases in rates depending on property type and location.

A significant number of properties, particularly within major townships (Category 1), are projected to
experience decreases or relatively small changes in rates.

In contrast, properties located outside townships (Category 3), including primary production
properties, are more likely to experience increases. The following table provides a summary of the
impact of the proposed changes by land use.

Ave. Ave. . ®
Land Use No. ' Change Change % ' Yo . Increase/Decrease
Properties $ Increasing | Decreasing Pattern
Residential 2316 -31 -0.7% 28% 72% | Most decrease
Commercial Shop 21 -30 -1.2% 38% 62% | Most decrease
g?f?g;nerual 5 -45 -2.9% 20% 80% | Most decrease
2 stay the same
Commercial Other 70 207 11.5% 97% 0% | Remainder
Increase
Industry Light 34 1 -0.1% 26% 74% | Most Decrease
2 stay the same
Industry Other 19 254 16.9% 89% 0% | Remainder
Increase
oAy 984 455 | 10.7% 95% 4% | Most Increase
Vacant Land 746 47 5.7% 71% 28% | Most Increase
Other 66 33 4.5% 76% 20% | Most Increase
Employment Bulk
gﬁ[‘;"”g zﬂﬁ 20 2,214 76.8% 100% 0% | All Increase
Commercial Other
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The following graphs summarise the overall distribution of impacts and how they vary across the
district.

Commercial & Industrial Other

Council are proposing to increase the Rate in the Dollar to 130% to properties with a Commercial
Other & Industry Other land use with Council acknowledging the impact that these larger commercial
and industrial activities and has therefore proposed setting the differential for these types of
properties higher than for other rating categories for the following reasons:

* In businesses rates are generally treated as a deductible expense

« Commercial and Industry other activities can have a significant impact on infrastructure and
services

» applying lower differentials results in higher rates for other ratepayers
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This is resulting in rates increasing to these two property land uses categories by an average of
11.5% for Commercial Other and 16.9% for Industry Other.

Primary Production

Under Council's current locality based rating structure, those properties outside of townships,
predominately Primary Production received a reduced or discounted Rate in the Dollar charge. This
effectively reduced the rates payable by Primary Producers and increased the rates payable by
residential properties.

The Rate in the Dollar difference was approximately 77% of Council’s larger township properties and
92% of Council's smaller township properties. This reduction was largely in response to the
significant increase in capital valuations experience by the Primary Production sector over a number
of years as a means and would have resulted in a disproportionate increase to primary production
rates.

Council have reviewed this existing Rate in the Dollar differential and are proposing to realign it with
all other rating land use categories (excluding Commercial Other and Industry Other) on the basis
that:

«  primary production activities are businesses, and rates are generally treated as a deductible
expense

* increases in land values are often associated with the long-term financial capacity of the
business

* primary production activities can have a significant impact on infrastructure, particularly road
networks, due to the use of heavy machinery

» applying lower differentials results in higher rates for other ratepayers
This is resulting in rates increasing to Primary Production properties by an average of 10.8%.
Residential and Other Categories

With the redistribution of rates through increased differential Rates in the Dollar applied to
Commercial Other, Industry Other and Primary Production properties, Residential properties
(Category 1) generally experience decreases or relatively small changes whilst properties within
minor townships (Category 2) show moderate increases.

Overall residential properties, on average are modelled to have an average rate reduction of -0.7%.

CONCLUSION

Council have undertaken a review of its rating methodology and considered the available methods
and the options for setting rates and determining the most equitable way to distribute rates among
properties within its community.

Council are proposing a change to rating by a properties Land Use and have made alterations to the
Rate in the Dollar differentials applied to each category.

Council have endorsed and released the full Rating Review Consultation paper attached to this
report for public consultation which aligns with the Draft 2026/27 Annual Business Plan, opening 21
May 2026 with written submissions closing 11 June 2026.

RECOMMENDATION
That the Audit and Risk Committee:

1. Receives and notes the report titled Rating Review.

2. Notes the processes undertaken by Council in reviewing its rating structure,
acknowledging that Council last reviewed its rating methodology in 2001/02.

3. Recommends that, in reviewing its rating methodology, Council ensures its system of
taxation remains equitable, has regard for benefits received and peoples capacity to
pay and supports a fair distribution of contributions to district services and
infrastructure across current and future generations.
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The Local Government Act 1999 (the Act) enables councils to raise rates and provides flexibility in the options
available to them.

The Lower Eyre Council is considering making changes to the basis upon which rates are charged. When considering
changes to the basis for setting rates, a council must conduct a rating review and determine the most equitable
way to distribute the rate burden among properties within its community.

The Act sets out specific requirements when a council considers changing the basis of its rating. Section 151(5) of
the Act requires that before a council changes the basis of the rating of land or introduces a separate rate or service
charee. it must orepare a report on the oronosed change and undertake oublic consultation in accordance with the
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Zone, which included larger businesses, such as Silos and grain receival sites, higher rates to reflect both their
greater capacity to pay and the impact that their operations had on Council’s infrastructure and services such as
roads.

Setting up a separate Rating Category for those properties in the Employment (Bulk Handling) Zone did not capture
all of these businesses.

Expanding this rating category to include properties within the Employment (Bulk Handling) Zone, as well as those
in the Rural Zone with the Land Use of Commercial Other, rates more of these businesses appropriately.
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Where a council sets a Minimum Rate, the total value of all rateable properties in the council is divided by the rates
the council needs. This results in a Rate in the Dollar (RID). The value of each property is multiplied by the RID to
calculate the amount of rates each property must pay. If the calculated rates are below the Minimum Rate, the
Minimum Rate applies.

The RID calculation is adjusted for varying differentials and rebates.
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This section outlines the broader equity considerations that have informed Council’s review of the rating structure.

One of the principles of taxation is the concept of “capacity to pay”, which the Council has considered in assessing
equity within the community.

Council has reviewed socio-economic information, including measures of disadvantage and mortgage stress. This
data is based on the most recent available Census information and is therefore subject to some limitations due to
its age. Notwithstanding this, the analysis indicates limited variation in capacity to pay across the current rating
categories, suggesting that existing differences in rates between areas may not fully reflect differences in capacity
to pav.
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In addition, Council has reviewed the distribution and characteristics of rateable properties across the district. This
indicates that similar property types are located across different areas of the Council and are currently subject to
different rating outcomes depending on location.

Collectively, these findings suggest that the current rating structure may not achieve an equitable distribution of
rates across the community, particularly where similar properties are subject to different rating outcomes based

' . -t " . ' r an o - e
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poripnnld 120% 100% Fonmperes 100% 110% 100% 130% 100% 146%
Other to Main

- Coungh
Primary ownships |1 00% 207% 80% | 130% | 100% 89%
Production
Vacant 120% 100% 100% 245% 500% 300% 100% 163%
Other 120% 100% 100% 97% 100% 100% 100% 117%
Rating
Category 4
400%
compared
silos to Main 438% 918% 234% 400% 373% 609%
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While differential percentages indicate how rates are distributed across land uses, they do not, in isolation,
determine the level of rates payable.

The actual impact of a differential depends on the underlying property valuations within each council. Differences

in valuation levels between councils can result in significantly different rating outcomes, even where similar
differentials are applied.

The graphs following the table show comparisons for rates for different land uses. Lower Eyre doesn’t currently
apply differential rates based on land use, but instead applies differential rates based on location.

Item 6.4 - Attachment 1 Page 119



Audit and Risk Committee Meeting Agenda

4 June 2026

Lower Eyre
Outside of Townships for has all Land Uses. Main Towns and Minor Towns have most Land Uses.
Differential for Outside of Township is 92% compared to Minor Townships and 76.7% compared to main townships
Waste is not included in the calculations for Outside of Townships.

Average Residential Rates (Gross) $ 51,674 51,125 $1,331 Not in ABP Not in ABP $2,201 $1,208
[Residential Differential 120% 100% 92% or 77% 100% 100% 100% 100% 100%
hesident ial RID .001765 001471 .001353 .00288815 .00196 .0037661 .00235121 00170669

esidential Rates — Value $500k
r;cl, waste (not for LE rural) $1,803 $1,656 $1,445 $2,170 $1,840 $2,147 $2,231 $1,972
|Residential Rates - Value $1,000,000 (incl waste
charge) - 1 standard 1401 bin (not for LE rural) 52,685 52,391 52,122 $3,614 52,820 54,030 53,406 52,826
Commercial Other Differential 120% 100% 100% 138% 100% 130% 100%
Commercial Other RID 0.001765 0.001471 0.001353 0.00288815 0.002705 0.0037661 0.00305657 0.00170669
Commercial Other Value $500,000 (incl waste charge)

1 standard 1401 bin (not for LE Rural) $1,803 51,656 51,445 $2,170 $2,213 §2,147 $2,583 $1,972
ndustry Other Differential 120% 100% 100% 110% 100% 130% 100%
ndustry Other RID 0.001765 0.001471 0.001353 0.00288815 0.00215 0.0037661 0.00305657 0.00170669
ndustry Other Value $500,000 (incl. waste charge) - 1
standard 1401 bin (not for LE Rural) $1,803 $1,656 $1,445 $2,170 $1,935 $2,147 $2,583 $1,972
Primary Differential (Outside of Townships) Current 92% compared to Minor Townships, 76.7% 207% 80% 80% 130% 100%

compared to Main Townships
Primary Production RID 0.001353 0.00288815 0.00405 0.0030129 0.00305657 0.00170669
Primary Production Value 52,000,000 (incl. waste
charge-discount for distance from collection) 56,502 57,168
Primary Production Value $2,000,000, no waste
collection or charge for Primary Production $3,475 $8,605 $6,026 $4,261
Primary Production Value $5,000,000, (incl waste
icharge - discount for distance from collection) $15,167 516,338
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N c y 7,534 7

icollection or charge for Primary Production $7.53 $20,755 515,065 9,381

Vacant Land Differential 120% 100% 92% or 77% 100% 245% 500% 300% 100%

Vacant Land RID 0.001765 0.001471 0.001353 0.00288815 0.0048 0.0188304 0.00705363 0.00170669
I tincl.

:::fg':}'“a"d Vakse 5300,000 {doesn’t incl. waste $1,298 $1,210 $1,175 $1,216 $1,945 $5,649 $2,776 $1,360

V. val tincl.

c::fs':;a"d alue $500,000 (doesn't incl. waste $1,651 $1,504 $1,425 $1,794 $2,905 $9,415 $4,187 $1,701

The comparison highlights that while differential rating is widely used, the specific levels of differentials vary significantly between councils.

It is also important to note that the differential applied to a property is only one component in determining the rates payable. The overall impact depends on the
differential, the value of the property to which it is applied, and the level of any fixed charge or minimum rate.

As a result, councils with similar differentials can generate different rating outcomes depending on their valuation base and the distribution of property types.

Four of the comparison councils apply a fixed charge as part of their rating structure, with one utilising a minimum rate.

The Local Government Act 1999 places limits on both approaches, including a maximum of 50% of general rates raised from a fixed charge and a limit of 35% of properties

being subject to a minimum rate.

These mechanisms influence how rates are distributed between properties, particularly for lower-value properties.

17
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The current locality-based system can result in similar properties being rated differently depending on their
location. A land-use-based approach provides a more consistent framework by applying the same rating treatment
to properties with similar characteristics.

Land Use can make it easier to effect a rating strategy due to how activities in certain land uses are impacting
council services, such as heavy machinery moving on roads from large commercial and industrial activities,
compared to the activity from residential properties. Similar activities have similar impacts regardless of where
they are.

The proposed land use categories are:
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intended to illustrate potential impacts and support community feedback.

The modelling indicates a redistribution of impacts across the district, with both increases and decreases in rates
depending on property type and location.

A significant proportion of properties experience relatively small changes, while others experience decreases,
particularly in main township areas.

Properties outside townships, which are predominantly Primary Production properties, are more likely to
experience increases under the proposed changes.
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The modelling indicates a mixed distribution of impacts across the district, with both increases and decreases in
rates depending on property type and location.

A significant number of properties, particularly within major townships (Category 1), are projected to experience
decreases or relatively small changes in rates.

In contrast, properties located outside townships (Category 3), including Primary Production properties, are more
likely to experience increases.

These outcomes reflect both changes in property valuations and a redistribution of the rate burden under the
proposed rating structure relative to the previous system.

The pattern of changes is also influenced by the existing rating structure, under which properties within townships
have historically contributed a higher proportion of total rates. The proposed changes result in a rebalancing of this

distribution.

In simnle terms the madel redistrihutes nart of the rate hurden across the district with relativelv lawer imnarcts in
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< 5% -5% to 0% 0% to 5% 5% to 10% 10% to 15% > 15%

Figure 1 — Distribution of Rate Changes

The distribution of impacts demonstrates a mix of increases and decreases across the district.
A significant proportion of properties experience relatively small changes, with many within the 0% to 10% range.

Notably, a substantial number of properties experience decreases, particularly in main township areas, while larger
increases are concentrated among a smaller proportion of properties.
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Properties within major townships (Category 1) generally experience decreases or relatively small changes in rates.

Properties within minor townships (Category 2) show moderate increases, while properties outside townships
(Category 3), which are predominantly Primary Production properties, are more likely to experience higher

increases.
This caflanta o cadisbeihibinm aftha caba hivdam calabiiian ba bha scivvnnd cabian sboccnbiioa
Commercial Other 70 207 11.5% 97% 0% 2 stay the same
Remainder Increase
Industry Light 34 1 -0.1% 26% 74% Most Decrease
Industry Other 19 254 16.9% 89% 0% 2 stay the same
Remainder Increase
Primary Production 984 455 10.7% 95% 4% Most Increase
Vacant Land 746 47 5.7% 71% 28% Most Increase
Other 66 33 4.5% 76% 20% Most Increase
Employment Bulk
Handling and Rural 20 2,214 76.8% 100% 0% All Increase
Zone-Commercial
Commercial
Coffin Bay | Major Towns | Shop $440,000 5460,000 $1,545 51,419 -8.20%
North
Shields Major Towns Residential $305,000 $315,000 $1,307 $1,246 -4.60%
Commercial
Cummins Major Towns | Office $465,000 $490,000 $1,589 $1,527 -3.90%
Louth Bay | Major Towns Residential $230,000 $235,000 61,175 §1,145 -2.60%
Cummins Major Towns Residential $640,000 $680,000 51,898 51,869 -1.50%
Commercial
Coffin Bay Major Towns Other $1,275,000 | 51,350,000 $3,019 53,389 12.20%
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North

Outside

Primary

Shields Towns Production $2,200,000 | $2,200,000 3,745 4,043 7.95%
Qutside Primary

Coulta Towns Production $1,025,000 | $1,075,000 $2,155 $2,521 17.00%
Outside Primary

Cummins Towns Production $5,100,000 | $5,100,000 $7,669 $8,310 8.36%

The above sample of properties illustrates the range of impacts observed in the modelling and reflects the broader

distribution of results.
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6.5 2025/26 EXTERNAL AUDIT MANAGEMENT LETTER
Author: Manager Finance & Technology

Attachments: 1. 2025/26 Interim Audit Management Letter

Works Program Item 5.1.3
Review Interim Audit External Audit Management Letter as provided by the Auditors

Relevant Documents:

e Australian Auditing Standard 260 - Communication With Those Charged With Governance

e Australian Auditing Standard 265 - Communicating Deficiencies in Internal Control to Those Charged
with Governance and Management

e Local Government Act 1999
0 Section 125 - Internal Control Policies
0 Section 126 (4c) - Audit Committee

Requirements:
Audit Committee to receive the External Audit Management Report provided by Council's auditors
following the interim audit

PURPOSE OF REPORT

To present the Interim Audit Management Letter to the Audit and Risk Committee, noting identified
areas for review.

BACKGROUND INFORMATION
Section 125 of the Local Government Act 1999 states:

A council must ensure that appropriate policies, practices and procedures of internal control
are implemented and maintained in order to assist the council to carry out its activities in an
efficient and orderly manner to achieve its objectives, to ensure adherence to management
policies, to safeguard the council's assets, and to secure (as far as possible) the accuracy and
reliability of council records.

Section 129(1)(b) of the Local Government Act 1999 requires the Council’s auditors to audit:

the controls exercised by the council during the relevant financial year in relation to the receipt,
expenditure and investment of money, the acquisition and disposal of property and the
incurring of liabilities

REPORT DETAILS

Council's auditors Galpins conducted the interim audit for the 2025-26 financial year on 18 and 19
February 2026 with 2 auditors in attendance as part of year 1 of 5 of their appointment as Council’s
external auditors.

The interim audit is undertaken to enable the auditors to gain an understanding of the internal
controls Council has in place for the relevant financial year and to assess the effectiveness of these
controls. This review supports the auditors in forming an opinion on Council’s internal controls, as
required under Section 129 of the Local Government Act 1999.
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The interim audit reviewed 30 out of 36 core internal controls with eight improvements identified
noted in the attached Interim Management Letter and categorised into one of the following four
categories:

- High Risk Weaknesses — 0 findings
- Moderate Weaknesses — 3 findings
- Low Risk Weaknesses — 3 findings
- Better Practice Weaknesses — 2 findings

A detailed list of the interim audit findings is included in the attached Interim Management Letter,
along with Administration’s responses for the Committee’s information. Administration is currently
working through the required actions to address the identified weaknesses and better practice
findings.

CONCLUSION

The Interim Audit Management Letter identifies 8 items for action that Administration are currently
addressing and it is recommended the Committee notes the correspondence.

RECOMMENDATION
That the Audit and Risk Committee receives and notes the report titled 2025/26 External Audit
Management Letter.
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1.1 Background

During our interim audit we perform procedures to gain an understanding of the internal controls in
place relevant to the financial statements and perform tests of design and effectiveness for these
controls. Based on the results of the control testing, we then assess the audit risks to define the
extent and nature of our substantive procedures (e.g. inspection of documents, recalculation,
reconciliation, etc) for our final visit.

In addition to an opinion on the financial statements, section 129 of the Local Government Act 1999
requires auditors to provide an opinion regarding internal controls of councils. This opinion focuses
on Council’s obligations under s125 of the Local Government Act 1999:

“A council must ensure that appropriate policies, practices and procedures of internal control
are implemented and maintained in order to assist the council to carry out its activities in an
efficient and orderly manner to achieve its objectives, to ensure adherence to management
policies, to safeguard the council's assets, and to secure (as far as possible) the accuracy and
reliability of council records.”

The audit opinion is restricted per s129 of the Act to the application of s125 as it relates to financial
internal controls, specifically the controls exercised by the Council during the relevant financial year
in relation to the receipt, expenditure and investment of money, the acquisition and disposal of
property and the incurring of liabilities.

In order to assist the Council in addressing the requirements of s129, we have reviewed a prioritised
list of controls from the better practice model based on our initial audit risk assessment. Further
details about our scope can be found in item 1.2 of this report.

1.2 Objectives and scope

The objectives of our interim audit were to:

= understand Council’s business, business cycles and processes relevant to the financial
statements

= understand the internal controls in place for the areas we consider critical for the audit
of the financial statements

= design internal controls tests for the internal controls identified

= perform the internal controls tests to determine the final risks of material
misstatements in the financial statements to be addressed in our final audit

= review a nrinritised list nf internal finanrial rontrals we ransider critical for the nurnnse
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risks within these business cycles, that we understand should be the focus of the Council’s control
self-assessment.

The identification of key core controls and key business risks included the following risk assessment
procedures:

Risk review — A review of Council’s inherent risk assessment for internal financial controls.

Financial statement review — A high level financial statement review performed to identify key
accounts and transaction streams.

Internal / external audit results review — The findings and recommendations of internal / external
financial audits are reviewed to identify known areas of weakness, and areas known to be attracting
audit attention.

The key core controls for the following key business cycles have been identified as critical for the
purpose of issuing a controls opinion this financial year:

* General Ledger

*  Fixed Assets

= Purchasing and Procurement/Contracting
= Accounts Payable (AP)

= Rates/ Rates Rebates

= Banking

= Credit Cards
= Payroll

= Debtors

We have included a list of key controls identified by the audit for these business cycles as an
appendix to this report (see Appendix 1). This list does not represent a complete population of
internal controls that the Council should have in place. There is an expectation that controls not in
this list will still exist and be operating effectively within Council.

The list of controls is only intended to be a guide for Council to prioritise its resourcing in readiness
for the audit opinion, and for the ongoing monitoring of internal controls i.e. it is a risk based listing
of controls which may be desirable for Council to include in its ongoing monitoring program for
internal financial controls.

The list should not be considered a minimum standard - rather, it is a starting reference point for

- . . - . om - T - . .o
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In order to assist the Council in establishing the overall level of control effectiveness and prioritising
areas for attention, we have provided an overall assessment of the business cycles for which we
have identified performance improvements opportunities (this report is prepared on an exception
basis).

We assessed each business cycle using our risk assessment which was focused on the risk of finding
material weaknesses which could lead to a modified controls opinion in the 2022/23 financial year.
An overall assessment of the risk of a potential modified audit opinion per business cycle is provided
in item 1.5 of this report.
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Government Act.

Audit have concluded that there is a high likelihood of issuing an unmodified controls opinion at the
end of the financial year. This will depend on the Council demonstrating continued progress towards
addressing identified control weaknesses, ensuring that the existing core controls in place continue
to operate effectively and that annual internal control activities are performed at year end.
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service arrangement with Tonkin. As part of the

A Geographic Information System (GIS) is designed to store, retrieve, comprehensive revaluation of all asset classes
manage, display and analyse geographic and spatial data, including planned for the 2026/27 financial year, Council,
geographical features and their characteristics. in collaboration with Tonkin, aim to integrate GIS

and Conquest systems to establish a one-to-one
To ensure accuracy and completeness of asset databases, it is asset relationship and strengthen asset data
important for Councils to set up a direct link (or if not possible, a robust reconciliation and integrity.

reconciliation process) between the GIS system and the asset register.
This assists in ensuring that all assets, components of assets and
modifications to assets captured by the GIS system are reflected in the
asset register.

Whilst Council’s assets are recorded in a GIS system (Esri), the system is
not integrated with the asset register. The two systems have not been
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given to using lonkins to assist with annual reconciliation ot the
Conquest assets with the GIS system.
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rationale tor continuing to use this supplier has been internally arrangements, supported by documented
considered with the intent of maintaining value for money, this approval and periodic market testing to ensure
reasoning is not strictly allowable under the procurement policy. value for money.

If Council is comfortable with the methodology for procuring fuel, then
there is opportunity to update the procurement policy to allow for this
scenario. This could be achieved, for example, by including additional
detail in the exemptions section of the policy that describes Council’s
circumstances with their fuel supplier. The procurement could then be
approved via an authorised exemption form documenting the reasons
why a single supplier approach is considered appropriate, and
describing how Council will periodically test the market to ensure value
for money is maintained.
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word document with the CEQ’s signature inserted as a picture. From an | (e.g. Docusign, digital signatures in a PDF, etc) | review of its Procurement Policy (FIN-POL-09)
audit perspective, this signature can be easily replicated and does not | as a way of evidencing an authentic signature, | which is due for review in November 2026 to
authenticate that the CEO has viewed and signed off on this document. | or alternatively use email approvals as an added | strengthen the integrity and approval controls
level of assurance that exemption forms have | associated with procurement documentation.

Finance staff have advised that the audit trail of document edits within | been appropriately approved. This will include reviewing and updating existing
Content Manager can be viewed as evidence to identify any fraudulent templates, and assessing alternative approaches
editing of the document. However, Audit notes that this still carries risk to improve authentication and auditability, such
as documents are able to be edited outside of Content Manager as controlled forms or digital approval
without proper authorisation and without maintaining this audit trail. mechanisms.

Any proposed changes will be considered in the
context of implementation cost, system
capability, and proportionality to risk, to ensure
that improvements are practical and
cost-effectives.

In the interim, an email will be issued to staff
with procurement responsibilities requesting that
they save a note against the record in Content
Manager confirming their approval of the

Ammiimmnmt mmd sckbhasiciees #han sirm af thaie
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additional heading for ‘Other payments for which it is not typically
expected for a purchase order to be used’ has also been provided in
the example below for consideration. In addition, a dollar value
threshold (e.g. $1,000) under which no PO is required could be
considered.

The following examples are provided for consideration:

It shall not be necessary to issue a Council PO for:
(a) Fees or payments imposed under any Act

- Government levies, fees and charges

- Statutory charges

- LGA, EPLGA & RDAEP subscriptions

Viakhlala canistantliana
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- Courier services
- Debt collection

(c) Payments pursuant to any award binding upon Council
- employee costs

(d) Payments pursuant to any Court order binding upon Council
(e) Goods purchased from petty cash

(f) Payments pursuant to any Contract binding upon Council
- Utilities (water, gas, energy, etc.)

- Fuel (diesel, petrol, etc.)

- Subscriptions

- Phone accounts

- Software licences and maintenance

- Other licence and membership fees

- Labour hire

- Employee Assistance Program costs

- Other contracts with suppliers for goods and/or services

(g) Other payments for which it is not typically expected for a
purchase order to be used

- Vehicle servicing

- Travel and accommodation

- Postal services

- Refunds or reimbursements

- Mediral treatment and tests
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environments, the rate notices generated for the properties owned by
the Rates Officer, Manager Finance & Technology and Finance
Coordinator are not independently reviewed. In addition, evidence of
the spot checks is not maintained in Council’s records.

Ensure that evidence of the spot check process,
including sufficient detail to identify which
specific rates notices have been sampled, is
saved in Council’s records management system
(Content Manager).

If the officers responsible for generating rates
and processing rate payments do not own any
property within the boundaries of Council, it is
better practice to obtain an annual declaration
from these officers confirming this fact.

rate payments to be reviewed by an independent

person.

Iltem 6.5 - Attachment 1

Page 148



Audit and Risk Committee Meeting Agenda 4 June 2026

reviewing a monthly report out ot Magiq listing | requested that Magiq prepare and provide a
The Manager Finance & Technology has lodged a job with Magiq to | all receipt reversals. manual cash receipting reversal report on a
produce a monthly receipt reversal report with the intent that this be monthly basis.

reviewed by Finance Management.

Audit notes there is a process in place for the authorisation and review
of the back end receipt reversals (BPAY errors in rates payments).
These are generally performed by the Rates & Payroll Officer and are
reviewed and approved by the Finance Coordinator or Manager
Finance & Technology against source records and system information.
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ULy . auuIns [ SASLRAS LR LA Y] vy MU TJaoiciar > anu le:lblslll.
departments across Australia recommend
Recent credit card audits performed by the South Australian Auditor- | that this process can be improved by | Notwithstanding this, and to better align with
General’s Department (Examination of Credit Card Use and Management | reporting the CEQ’s credit card transactions | contemporary better practice as outlined by the
for a number of councils in SA — March 2020) indicated that better practice | to Council or to the Audit & Risk Committee. | South Australian Auditor-General’s Department,

is to send the CEQ's credit card transactions to the Audit and Risk Council will discuss with the Chairperson of the
Committee for review to ensure the expenditure is reasonable and for Audit and Risk Committee conducting quarterly
business purposes. independent reviews of the CEQ's credit card

transactions.
The Victorian Auditor-General Office (Fraud and Corruption Control in
Local Government audit — June 2019) consider better practice to refer the
CEO credit card full transaction history to the Audit Committee or Council.

The Western Australian Auditor General’s Report (Controls Over Corporate
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payment was for and that it was in accordance with the requirements | payment was in accordance with the
of Council policy and their Corporate Credit Cardholder Agreement. requirements of Council policy and their
Corporate Credit Cardholder Agreement.
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APPENDIX 1 - CRITICAL INTERNAL FINANCIAL CONTROLS

Financial Controls Review — Lower Eyre Council
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Financial Controls Review — Lower Eyre Council
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Financial Controls Review — Lower Eyre Council
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Financial Controls Review — Lower Eyre Council
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6.6 AUDIT COMMITTEE WORK PROGRAM
Author: Manager Finance & Technology

Attachments: 1. 2025/26 Audit Committe Works Program

Works Program Item 9.1.2
Audit Committee Workplan - Progress Report

Relevant Documents:
Nil.

Requirements:
Received updated Audit Committee Works Program

PURPOSE OF REPORT
To provide an update Audit Committee Works Program for 2025/26 for review.

BACKGROUND INFORMATION
N/A

REPORT DETAILS

The Audit Committee Works Program for 2025/26 is presented for review and has 38 items assigned
with a current status’:

Status Number
of ltems
Agenda 4
Complete 18
Not-Due 12
In-Progress
On-going 3
CONCLUSION
N/A

RECOMMENDATION
That the Audit and Risk Committee notes the Committee’s 2025/26 Work Program and
progress on the Program.
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7 GENERAL BUSINESS
8 NEXT MEETING

The next meeting of the Lower Eyre Council Audit and Risk Committee Meeting will be .

CHIEF EXECUTIVE OFFICER MAYOR
DATE: enter date

Page 165



