Appendix 1 — Responses from entities

Response from Port Stephens Council

!‘
PORT STEPHENS

COUNCIL

Mr Bola Oyetuniji
Auditor-General
Audit Office of New South Wales

Dear Mr Oyetunji,

Re: Port Stephens Council response to the final performance audit report - Long-
term financial planning in local government

| thank the Audit Office of NSW for the opportunity to formally respond to the performance
audit report on Long-Term Financial Planning in Local Government.

Long term financial planning is an integral part of financial sustainability in local government
which supports Port Stephens Council to deliver quality services and infrastructure to our
community.

We appreciate the Audit Office’s conclusion that Port Stephens Council has effectively
developed our Long-Term Financial Plan (LTFP). We further welcome the Audit Office’s
findings which highlight that our LTFP is informed by reliable data and modelling and is
incorporated with other Integrated Planning and Reporting documents.

We recognise the valuable insights that the performance audit has provided, and acknowledge
the recommendations included in the audit report. An overview of our responses to each
recommendation is enclosed.

Finally, | would like to thank the Audit Office for their professionalism and due care taken
throughout the audit process.

Yours sincerely,

Tim Crosdale
General Manager

25 May 2026
Telephone enquiries: [ INGTGNG

PORT STEPHENS COUNCIL

116 Adelaide Street PO Box 42 Phone: 02 4988 0255 www.portstephens.nsw.gov.au
Raymond Terrace NSW 2324 Raymond Terrace NSW 2324 Email: council@portstephens.nsw.gov.au ABN 16 744 377 876
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Attachment: Port Stephens Council Response

Audit Office of NSW
Recommendation

Port Stephens Council (PSC) Response

1. Include financial modelling
for different scenarios as
required by the Integrated
Planning and Reporting
Guidelines

PSC elected not to include alternative scenario
modelling in the 2024-2026 Long Term Financial Plan as
the adopted financial position for this period was already
subject to extensive public consultation and formal
requlatory approval through the Special Rate Variation
(SRV) process with IPART.

During the SRV application peried, Council clearly
communicated to the community a single, defined
financial pathway outlining the purpose of the SRV, the
associated service levels, and the forecasted financial
outcomes. This formed the basis on which the SRV was
assessed by IPART and subsequently endorsed.
Introducing alternative financial scenarios for the same
period that were not contemplated or approved as part of
the SRV application would have been inconsistent with
those communications and could reasonably be
interpreled as undermining the stated intent and
justification of the SRV.

Council formed the view that presenting additional
scenarios for the 2024 — 2026 period could create
confusion or be misleading to stakeholders. Accordingly,
Council determined it was more appropriate to maintain
alignment between the Long-Term Financial Plan and
the publicly communicated and regulator-approved SRV
financial strategy.

Scenario modelling continues to be considered by
Council as a useful planning tool and has been included
in the 2026 — 2036 Long-Term Financial Plan, given the
SRV will no longer be in place for this period.
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| Audit Office of NSW
| Recommendation

Port Stephens Council (PSC) Response

2.

Identify and implement
mitigations for revenue to
bring the residual risk
within Councils risk
appetite statement

Council has implemented a range of mitigation strategies
aimed at reducing revenue risk and improving long-term
financial sustainability. Such mitigations include the
implementation of the approved 3-year SRV, the
development and implementation of a Financial
Sustainability Strategy, and continued strengthening of
non-rate revenue sources available to Council including
our substantive property investments through the
development and implementation of a Property
Investment Strategy.

These strategies are designed to strengthen Council's
revenue base and financial position over time. We
acknowledge that these mitigations are strategic in
nature and require time to be fully realised, assessed
and reflected in the residual risk rating.

Accordingly with the approved SRV being fully
completed through to the end of this financial year we
consider there would be ample scope for a fuller
assessment of the residual risk in relation to revenue
sources for Council.

Ensure the financial
modelling used to develop
the Long-Term Financial
Plan reconciles with the
assumptions set out in the
Long-Term Financial Plan

Council acknowledges the importance of documenting
key assumptions underpinning the LTFP. However, it is
challenging to comprehensively document every
assumption without creating an impractical level of detail
and information overload.

The development of Council’s budget and long-term
forecasts is informed by a range of factors, including the
performance of the current year budget, outcomes of
regular budget reviews, emerging operational
requirements, and strategic priorities adopted by
Council.

Accordingly, the percentage increases reflected in the
initial year assumptions table are not always directly
based on the prior year's adopted budget position. In
some instances, they incorporate deliberate budget
adjustments and reallocations to align with Council's
stralegic objectives, service delivery priorities, and
known operational changes identified through the budget
review process.

Council considers that the assumptions disclosed within
the LTFP provide an appropriate and reasonable
summary of the primary drivers impacting the forecasts,
while recognising that not all underlying operational
considerations can be individually documented within the
Plan.
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Response from Armidale Regional Council

ARMIDALE

Regional Council

15 June 2026
Qur Ref: AQ/2026/04141

Mr. Bola Oyetunji

Auditor-General

Audit Office of New South Wales
GPO Box 12

Sydney NSW 2001

Via email to: mail@audit.nsw.gov.au

Dear Mr. Oyetunji,
Performance Audit Long-Term Financial Planning in Local Government - Armidale Regional Council

Thank you for the opportunity to provide a response to the Audit Office’s Performance Audit Long-Term Financial
Planning in Local Government-Armidale Regional Council.

Armidale Regional Council {ARC) is of the view that, in meeting the mandatory requirements of the Integrated
Planning and Reporting (IP&R) Guidelines, its Long-Term Financial Plan (LTFP) complies with relevant legislative
obligations. Council also moniters its financial performance against the Office of Local Government (OLG)
benchmarks (currently under review) and provides regular financial updates through the Quarterly Budget Review
process to Council.

We acknowledge that previous LTFPs were not consistently used to inform decision-making during the
development of Delivery Programs. There have been lasting impacts from the Armidale Dumaresq Council and
Guyra Council merger in 2016 with a lack of systems and system integration that were never comprehensively
addressed by the merged entity of Armidale Regional Council. As a result, limitations in asset management data
have reduced the reliability of whole-of-life cost assessments. Further related issues have heen long running and
as a result, past LTFPs have lacked sufficient detail due to the absence of robust evidence and reliable data. These
issues are being prioritised and addressed as Armidale Regional Council reviews and updates its IP&R practices
and processes to support the growth agenda set by Council and the significant projects that it is engaged to
undertake. Many of the issues raised within the recommendatians are already being addressed through the One
Council TechOne system integration project that will improve reporting accuracy, efficiency and effectiveness.

Council accepts the five recommendations of the report, and an overview of the actions proposed by Armidale
Regional Council are included.

Recommendation Council response and action demonstrating compliance with the IP&R
framework

1. Identify, implement and | Council accepts this recommendation. Council will strengthen the link between

monitor mitigations for its enterprise risk management framework and the LTFP by reviewing financial
financial risk to bring risks regularly, assigning actions, timeframes and accountable officers, and
residual risk within incorporating the financial impact of key risks and mitigations into annual LTFP
Council’s risk appetite. updates. This action will demonstrate compliance with the IP&R requirement
that the LTFP inform decision-making and be used to support financial
Pagelof3

P 1300 136 833

E council@armidale.nsw.gov.au

W armidaleregional.nsw.gov.au

135 Rusden Street PO Box 75A Armidale NSw 2350

ABN 39 642 954 203
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ARMIDALE

Regional Council

sustainability, while addressing the current gap in proactive monitoring of
financial risks and their integration into the Plan. These actions will further
ensure that there is consistency with Council’s Enterprise Risk Management
Framewaork and approved risk appetite. Residual financial risks will be monitored
and reported through existing governance and reporting mechanisms.

Council has commenced its review of this recommendation with regular Strategy
review meetings with the Executive Leadership Team applying a focus on the
LTFP to ensure financial risks are being monitored to support a significant capital
works program. This recommendation is expected to be fully addressed by June
2027,

2. Ensure that the
implementation costs of all
Integrated Planning and
Reporting plans are fully
integrated with the Long-
Term Financial Plan.

Council accepts this recommendation. Council will strengthen its annual
integrated planning process that reconciles the Delivery Program, Operational
Plan, Asset Management Plans and Workforce Management Strategy to the LTFP.
This will include identifying the cost, funding source and timing of major
initiatives, projects and service changes, including whole-of-life costs where
required. This action will align the Resourcing Strategy components as intended
by the IP&R framework and address the current gap whereby the LTFP does not
fully reflect the cost of Delivery Program actions, workforce changes and
infrastructure commitments. While Council captures the majerity of the initial
project costs fram the IP&R reporting plans it will improve and enhance the
methodelogy of review and verification to ensure comprehensive costing is
included in the LTFP.

Council has already commenced its review and integration of this
recommendation with regular reviews with the Executive Leadership Team being
implemented to strengthen the LTFP with Council’s planning documents. This
recommendation is expected to be fully addressed by June 2027.

3. Ensure that the asset
data in the asset registers
is up to date, including by
addressing the findings of
the asset management
maturity assessment.

Council has commenced migrating its asset registers into Tech One, which will
become the “one source of truth” for asset data. This will be progressive
throughout the 2026-27 Financial Year, and will continue to improve the
accuracy, completeness and reliability of Councils asset data.

The LTFP will reflect the asset renewal, maintenance and lifecycle assumptions
contained in the Asset Management Plan noting the quality of the Asset
Management Plan requires improvement, which has also been outlined by the
Audit Office in their report.

This action will support IP&R compliance by improving the quality of data used to
inform asset renewal, maintenance and depreciation forecasts in the LTFP,
addressing the identified weakness in the reliability of asset-based financial
projections. This will further provide an accurate base for full lifecycle costing of
all IP&R plans.

Council expects that this recommendation is fully implemented by June 2027.

Page 2 of 3
P 1300 136 833
E council@armidale.nsw.gov.au
W armidaleregional.nsw.gov.au
135 Rusden Street PO Box 75A Armidale NSW 2350

ABN 39 642 954 203
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ARMIDALE

Regional Council

4. Include more detailed
sensitivity analysis and
scenario planning in the
Long-Term Financial Plan
as required by the
Integrated Planning and
Reporting Guidelines.

Council accepts this recommendation. Future LTFPs will include more robust
sensitivity analysis and multiple scenarios that test the long-term financial effects
of changes in key assumptions, including rates and annual charges, employee
costs, materials and contracts, grant dependency, major capital projects, asset
renewal needs, water security projects and other external shocks. Each scenario
will be clearly linked to projected impacts on operating perfarmance, cash,
unrestricted funds and sustainability indicators. This action will directly address
the current limited analysis in the LTFP and demonstrate compliance with the
IP&R Guidelines requirement for sensitivity analysis and financial modelling for
different scenarios.

Council has already commenced preparation of further scenarios to support
Council strategic planning. This recommendation is expected to be fully
implemented by June 2027.

5. Provide regular
reporting of current
financial informaticn to the
elected council as required
by statutory timeframes to
ensure that its financial
position is appropriately
manitored.

Council accepts this recommendation. Council will continue to provide regular
and timely financial reporting to the elected Council in accordance with statutory
requirements, such as Quarterly Budget Review Statements (QBRS’s) and Annual
Audited Financial Statements, to enable effective monitoring of Council’s
financial performance and position.

This action will improve transparency, strengthen monitoring of the long-term
financial position, and align with the IP&R framework’s requirements for regular
review, reporting and use of financial information to inform ongoing decision-
making.

Council is implementing Tech One enterprise budgeting including LTFP reporting
which will provide integrated reporting that synchronises to updates in the

Quarterly Budget Review Statements and provides a consistently up to date LTFP.

Council has already substantially resolved this recommendation with resourcing
constraints within the finance department impacting reporting capacity through
the 2025726 financial year. These constraints have now been resolved and
compliance with the reporting cycle is now being achieved.

I would like to sincerely thank the Audit Office for their professionalism, and for the collaborative and supportive
approach demonstrated throughout the audit process. This engagement has provided valuable insights that will
support Armidale Regional Council to strengthen, enhance and further develop its long-term financial planning
and forecasting practices. Council looks forward to continuing to build on this work te improve financial
sustainability and decision-making into the future.

Yaurs sincerely,

James Roncon
General Manager

Page 30f3
P 1300136 833
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Response from the Department of Planning, Housing and
Infrastructure, Office of Local Government

[}
Department of Planning, Housing and Infrastructure ‘\\_!‘4_’)’
NSW

GOVERNMENT

Cur ref: A1007602
Your ref: RO09-170535826-32138

Mr Bola Oyetunji
Auditor-General for NSW
GPO Box 12

SYDNEY NSW 2001

mail@audit.nsw.gov.au

12 June 2026

Subject: Performance Audit - Long Term Financial Planning in Local Government
Dear Mr Oyetunji

Thank you for your correspondence of 15 May 2026 advising that the NSW Audit Office has
completed the performance audit on long-term financial planning in local government.

The Office of Local Government (OLG), an agency within the Department of Planning, Housing and
Infrastructure (Department) was included as an audited agency. | have reviewed the draft of the
final repaort and note that the Audit Office has not made any findings or recommendations directly to
OLG or the Department.

| acknowledge your key insights into good practice, particularly the importance of ensuring
Integrated Planning and Reporting (IP&R) documents are aligned, grounded in reliable data, and
include scenario analysis. You also highlight the need to use these plans to inform key decision-
making and embed risk management, including documenting significant decisions relevant to the
development of the Long-Term Financial Plan (LTFP).

While the report does not make findings or recommendations directly to OLG or the Department,
OLG will consider opportunities to provide further guidance on LTFPs to support councils, including
in light of the observations relating to Port Stephens Council and Armidale Regional Council. This
will build on the workshops delivered with councils on the IP&R process in 2024.

| note that you intend to table the report by 18 June 2026 and have sought responses from the 2
councils involved in the audit.

| acknowledge the Audit Office’s work in undertaking this performance audit and look forward to
OLG continuing to support councils as they consider and implement the recommendations.

4 Parramatta Square, 12 Darcy Street, Parramatta NSW 2150 www.dphi.nsw.gov.au 1
Locked Bag 5022, Parramatta NSW 2124
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Department of Planning, Housing and Infrastructure \\")

NSW

GOVERNMENT

you have any questions please contac: I

Yours sincerely

Kiersten Fishburn
Secretary
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