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ATTACHMENT A

Section 2
Financial Results

2.9 - Commercial Leasesasat 30 September 2018
Commercial Leases

| Revised Budget | YTD Actuals ¢ | Commitment$ | Total YTD Actuals %
¢ | plus
! ! l Commitments $
|Income 1 == i
Library Services I 32,040 | 10,502 | - 10,502 32.78%
Office of the Director Corporate Services = | 16,496 - 16,496 0.00%
Aguatic Centre 77,280 19,323 - 19,323 25.00%
| Civic Centre [ 161,280 | 35,355 | . 35,355 | 21.92%
Income - o _[_ o 270,600 [ ) _ Bwe77 | - 81,6771  3048%
[ Expenditure ! - - ! - - - N (L
i Office of the Director Corporate Services == ) - (5,122) 0.00%
| Civic Centre I (11,520), (2,500) (2,500) 21.70%
| Expenditure PENEEN (,520) B __(2:500)| _ (2622)  66.47%
[Profit/(Loss) 259,080 | _ fas00)| 74054 |

Library Services includes lease held by Mosko's Market

Aquatic Centre includes the lease held by Tang Soo Do

Civic Centre includes the lease held by Adult Mental Health

Director of Corporate Services includes the leases held by Peter McGrath and Palmerston Re-Engagement Centre

McGees Management Fees charged tg Director of Corporate Services each month. The budget will be moved from Civic Centre in a future review

Rfviewed by: Finance Mg u{\/ Approved by: DirectorMﬂmmte Services
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COUNCIL

city of

PALMERSTON

A Place for People

2nd Ordinary Council Meeting

AGENDA ITEM: 13.1.2
REPORT TITLE: Community Benefit Scheme September Update

REPORT NUMBER: 9/0095

MEETING DATE: 16 October 2018

Author: Director Community Services, Jan Peters
Approver: Chief Executive Officer, Luccio Cercarelli
PURPOSE

This report provides Council with a summary of the Community Benefit Scheme 2018/2019 Financial
Year applications processed to date.

Municipal Plan:
4. Governance & Organisation
4.2 Service

4.2 We value and encourage participation in Council activities by the community and are
committed to delivering the highest possible levels of service and community
engagement.

KEY ISSUES

e Todate Council has provided a total of $62,100 in grants, donations, sponsorships and scholarships.
$67,900 remains unallocated in the 2018/2019 Community Benefit Scheme Program.
e No applications are currently in the process of consideration.

RECOMMENDATION

THAT Report Number 9/0095 entitled Community Benefit Scheme September Update be received and
noted.

BACKGROUND

City of Palmerston commits to setting an annual amount in its budget process dedicated to initiatives
that benefit the community. The budget for 2018/2019 for grants, donations, sponsorships and
scholarships is $130,000. Due to the successful distribution of funds to the community, the 2018/2019
Community Benefit Scheme budget rests at $67,900.

Community Benefit Scheme applications are accepted all year-round and Council promotes the
availability and application processes to apply for funds at every opportunity; in monthly advertisements,
via the Council website and additionally through networks such as advisory groups.

|
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SUBJECT: Community Benefit Scheme September Update
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COUNCIL

city of

PALMERSTON

A Place for People

Where budgeted funds are not expended during the financial year, excess funds are transferred to the
Community Benefit Scheme Reserve, which will be maintained at no greater than $100,000 annually.
The current reserve total is $70,000.

DISCUSSION

During September Council received one (1) successful funding application, from Litchfield/Palmerston
Rotary Club, for $4,400 (inc GST) to purchase and install Buddy Benches in Palmerston School grounds.
The Buddy Bench seat gives school children a focal point for a better school community, and better
individual esteem, removing concealed negative feelings. Teachers discuss the purpose of the Buddy
Bench with students, to develop a total understanding that it is a place where students may sit when
they don't have anyone to play with. The Buddy Bench may assist children to sort out their conflicts, as
it is a peace area where kids can retreat too, then begin the conflict resolution process. This initiative
will see all Palmerston schools able to have a Buddy Bench in their grounds.

Thus far 11 schools out of a possible 15, have accepted the annual offer of $100 for a Community
Service Award. To date $1,100 has been expended; should the remaining schools accept, the total
expended this financial year will be $1,500.

No in-kind funding requests were received by Council this month.

A table listing all successful funding applications and acquittals processed to date for 2018/2019 is
provided at Attachment A.

Included in the table is expenditure to date and amount of funds remaining in the Grants, Donations,
Sponsorships and Scholarships budget for 2018/2019.

A project described in an application may be aligned with Council objectives such that it is funded
directly by Council, outside of the Community Benefit Scheme.

During September Mission Australia submitted a request for $500 to support their planned Anti-Poverty
Week project. This project was funded through Council's operational budget relating to safe
communities, as this was considered appropriate. Forming partnerships with community groups in this
way strengthens our community and retains more money to be made available through the Community
Benefit Scheme.

CONSULTATION PROCESS

Council will continue to promote this successful program to the Community via various methods.
Successful applications will be posted on our website and, where appropriate, media releases
undertaken.

POLICY IMPLICATIONS
Council Policy FIN18 Grants, Donations, Sponsorships and Scholarships.
BUDGET AND RESOURCE IMPLICATIONS

The budget for the 2018/2019 year for Grants, Donations, Sponsorships and Scholarships is $130,000.
To date, Council has awarded $62,100 and $67,900 remains in the 2018/2019 Community Benefit
Scheme budget.
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The Community Benefit Scheme Reserve contains $70,000.

RISK, LEGAL AND LEGISLATIVE IMPLICATIONS

There are no risk, legal and legislative implications relating to this report.
ENVIRONMENT SUSTAINABILITY IMPLICATIONS

There are no environment sustainability implications for this report.
COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION

We the author and approving officer declare that we do not have a conflict of interest in relation to this
matter.

ATTACHMENTS

Attachment A: Applications/Acquittals Processed September 2018

REPORT NUMBER: 9/0095
SUBJECT: Community Benefit Scheme September Update
REPORT PAGE NUMBER 3
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Risk identification Risk assessment Risk management

BAUCHOf

Risk area QORR?

Additional stratedies Mming

Responsibility

Degradation of TRC 3 4 H

public asset, or
development failing
to maintain pace with
demographic changes

Limited opportunities 3 3 M

for local governments
to influence or
support operations.

Minister appointed 2 3 M
board does not fulfil

their requirements,

exposing TRC to

financial or

reputational risk.

Investment required to maintain and No
improve the TRC public asset is

sourced from the Northern Territory
Government, such that investment is

more likely to proceed as the

affordability of capital upgrades is

improved.

Implement a governance structure that  Yes
enables greater local government and
stakeholder input (perhaps through a
reference group to the board, rather

than by representation on the board).

Review the experience and Yes
competence of potential board

members.

Ensure members represent relevant
stakeholders as required under the
Cemeteries Act.

Source: KPMG based on consdtiltation with Litchfield Council, 2018.

June 2019

Appointment of a skills-
based board should
improve the prioritisation
of maintenance and
capital improvement
activities, and it may be
the case that some
capital expenditure items
labelled as
“discretionary” in the
TRC Masterplan are able
to be eliminated by an
appropriately skilled
board.

N/A June 2019

N/A June 2019

Key : L denotes Likelihood, | denotes Impact, ORR denotes Overall Risk Rating: L denotes Low, M denotes Medium, H denotes High.

® 2018 KPMG, an Australian parinership and 2 member firm ot the KPMG network of independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity. All rights reserved.

The KPMG name and logo are registered trademarks or trademarks of KPMG International.

Liability limited by a scherne approved under Professional Standards Legislation.

Minister for
Housing &
Community
Development.

Minister for
Housing &
Community
Development.

Minister for
Housing and
Community
Development.
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pUdget implcations

Limitations of financial analysis and projections

Inherent Limitations

Appendix D outlines the complete inherent limitations and should be read in conjunction with the
financial analysis.

Third party reliance

Appendix D outlines the complete inherent limitations and should be read in conjunction with the
financial analysis.

Based on KPMG's financial projections, supported by TRC's Masterplan prepared by Cloustons in
2015, Litchfield Council will fully exhaust the funds held in the cash reserve for use at TRC by 30
June 2020 if all immediately required, critical capital expenditures are delivered. Beyond 30 June
2020, TRC will continue to experience cash shortfalls, on average, of $175,000 per annum, which it
will be unable to sustain from Litchfield Council’'s revenue base.

The below table indicates the projected funding requirements under the preferred option, being
establishment of a Minister appointed Board of Trustees, with Northern Territory Government
appropriation to support ongoing operational costs and provide cash flow for capital upgrades
deemed immediate and critical in TRC's Masterplan.

2019-20 2020-21 2021-22 2022-23

Projected projected Projected projected

Additional funding sought 697,278 222,615 - 638,935
= Recurrent

- Staffing 458,640 480,480 500,640 517,440

- Operational 412,360 431,520 450,360 465,560

plus Capital 1,233,973 276,020 - 717,929

less Revenue (935,253) (965,405) (996,530) (1,016,461)

less Opening Cash Reserves (472,442) - - (45,530)

[t should be noted that, based on the current Masterplan, 10 year projections estimate total funding
support for operational and capital expenditure of $3.7m. This total is derived through the
requirement to fund $4.5m capital works under the TRC’s Masterplan, then offsetting this cost with
opening cash reserves of $0.456m and operational profit projected to be $0.4m over the same period.

® 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affifiated with KPMG International Cooperative
(“KPMG International”), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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egisiation andreguiatory Implications

Cemetery operations are relatively unregulated in the Northern Territory, limiting the control of NTG
and local governments and increasing private sector competition. Key legislation and their relevance

to TRC is outlined below:

Local Government Act — Section 184 of the Local Government Act states that a local
government is responsible for the care, control and management of public cemetery within its
municipal boundaries.

Cemeterigs Act - the Cemeteries Act, in conjunction with the Local Government Act, states that
burials must be in a cemetery, unless otherwise approved. The Act also stipulates that a local
government has the powers of a Board of Trustees to manage cemeteries. The Board oversees
operations, maintenance and all financial matters.

Section 8(1) of the Act provides that a Minister may appoint a Board of Trustees over a public
cemetery, and section 9 identifies the minimum requirements for board composition.

Cemetery Regulations — the Cemetery Regulations provide additional information to support
organisations adherence to the Cemeteries Act.
The Aboriginal Land Rights (Northern Territory) Act 1979 and Environment Projection (Sea

Dumping) Act 1981 — Burial at Sea also guide cemetery operations in the Northern Territory,
however, they are not considered directly relevant to the TRC.

The establishment of a Minister appointed Board of Trustees does not require amendment to
legislation. The legislation already in place permits the establishment and operation of such a board.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG [nternationat Cooperative
{"KPMG International”), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International

Liability limited by a scheme approved under Professional Standards Legisiation
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Australian, Termtory and Locd
Overnment relations

The requirements of the Cemeteries Act are prescriptive in terms of the composition of a Minister
appointed Board of Trustees. Section 9 of the Cemeteries Act requires the board to consist of
between 5 and 12 board members, with the head of each religious institution represented within the
grounds of the cemetery present on the Board, in addition to the head of the Returned Sailors’,
Soldiers’ and Airmen’s Imperial League of Australia (RSL) situated nearest the cemetery.

Discussions between Litchfield Council, Palmerston City Council and City of Darwin have centred
around the pressing need for a skills-based board to be in place to maximise the opportunity for TRC
to deliver a sustainable service to the Northern Territory into the future. As such, the three Councils
are in agreement that the best utilisation of any discretion the Minister has to appoint remaining
board members up to the cap limit of 12, is to include board members with deep industry experience.

If the Minister {or his appointed Board of Trustees} had a desire for Local Government to provide
input into TRC operations going forward, the three Councils would be willing to consider participation
through an Advisory Council reporting to the Board of Trustees.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{"KPMG International ), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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RESUIS Of consultation within NI
L0vemment

Historically, Litchfield Council, supported by Top End Regional Organisation of Councils, has worked
with the Department of Housing and Community Development (and its former departmental
variations) to establish improved operational structures for TRC. In the absence of an appropriately
skilled board overseeing operations at TRC, identification of opportunities for genuine cost reduction
without an associated drop in service delivery has been unable to be identified and implemented by
Litchfield Council historically. All attempts to reduce cost have resulted in marginal savings,
insufficient to provide the scale of cash savings to deliver on capital upgrade requirements identified
in the Masterplan.

Litchfield Council, supported by Top End Regional Organisation of Councils, seeks to undertake
further consultation with the Northern Territory Government ahead of the development of a Cabinet
Submission to gain support for governance and financial viability improvements at TRC.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{"KPMG Intemational "), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International.
Liability limited by a scheme approved under Professional Standards Legislation
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RBSUILS OF consultation outside NI
a0vermment

At the date of this report, consultation outside the Northern Territory Government has been with the
Top End Regional Organisation of Councils (TOPROC). Through TOPROC, support for change to the
governance and financial arrangements of TRC has been approved, and is included as a priority focus
area on TOPROC's recently completed Strategic Plan.

Detailed discussions as to the most appropriate governance structure and financial arrangements for
TRC in the future have been attended aver many years by Litchfield Council, Palmerston City Council
and the City of Darwin. All three are aligned in their view as to the most appropriate future direction
for the management of TRC, and commissioned and participated in delivery of this report.

@ 2018 KPMG, an Australian partnership and a member firm of the KPMG netwaork of independant member firms affiliatad with KPMG International Cooperative
{"KPMG International”), a Swiss entity. Al rights reserved

The KPMG name and logo are registered trademarks or traderarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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PUDIC Impact

As earlier identified, there is a public expectation that death services and places of mourning are of
high quality and support the members of the public in times of need. The facilities provide a location
to deliver a dignified celebration of life and access to services including burial and cremation.

At the present time, anecdotal evidence, supported by the lack of expenditure to date against the
TRC Masterplan, indicate that the public asset is not presented at its best, and requires significant
upgrade to bring it back in line with the quality expectations of the public. Investment by the Northern
Territory Government in the immediately required and crucial capital upgrades, whilst supporting
ongoing operations will restore the asset and level of service delivery to a state that is acceptable to
residents of the greater Darwin region.

Investment by the Northern Territory Government in the ongoing operational and capital costs of TRC
is likely to be viewed as a more equitable outcome for residents in the greater Darwin region than the
model of service surcharges for residents outside the Litchfield Council area. The more equitable
model recommended in this report draws funding for the future shortfall in operational and capital
expenditure from Northern Territory monies (rather than Litchfield residents) and negates the need
for inequitable service charges by TRC.

More broadly, the investment in TRC infrastructure is likely to provide support to the Northern
Territory Government's Population Strategy, in that it will restore the public asset to a state that
affords residents comfort that they will have a dignified place to rest.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG international Cooperative
{"KPMG International”), a Swiss entity. All rights reserved.

The KPMG name and logo are registered tradernarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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[Iming

KPMG's financial projections, extrapolated from historical financial performance of TRC and proposed
capital expenditure identified in TRC's Masterplan, indicate that if Litchfield Council were to
commission the capital upgrades deemed crucial and immediately required, the cash reserve would
be exhausted in the 2019-20 financial year. It is therefore important that the new structure be
established by 30 June 2019 to allow sufficient operational and capital funding, as well as crucial
skills-based oversight of the TRC, before cash reserves are fully exhausted.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{“KPMG International”}, a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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[ISLOT appenaices

Table 4. List of appendices

No. Document name

A Documents reviewed

B Detailed supporting diagrams, charts and tables

C Risk matrix

D Inherent limitations and third party reliance disclaimer
E Detailed financial analysis

© 2018 KPMG, an Australian partnership and a member firm of the KPMG netwark of independent member firms affiliated with KPMG International Cooperative
{"KPMG International”}, a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International,
Liability limited by a scheme approved under Professional Standards Legislation
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Appendix A: Documents reviewed

The following reports and publications were reviewed during the development of this business case.
The documents were sourced online and through consultation with the Litchfield Council.

Table 5. Reviewed documents

No. Document name Author

1 g:;uerrtw:rr;ts / Decisions Regarding Thorak Regional Litchfield Council

2 Thorak Regional Cemetery Discussion Paper Collins Andersons

3 gg;]c;g(rayFor Management of the Thorak Regional City of Darwin

4 Thorak Regional Cemetery Master Plan Report Clouston Assocaites
5 Thorak Regional Cemetery Business Plan Lantz Consulting and Clouston Associates
6 Positioning for the Future Russ Allison

7 Thorak Regional Cemetery Service Review Litchfield Council

8 Thorak Regional Cemetery Asset Management Plan  Litchfield Council

9 Annual Report 2012-13 Litchfield Council
10 Annual Report 2013-14 Litchfield Council

1" Annual Report 2014-15 Litchfield Council
12 Annual Report 2015-16 Litchfield Council
13 Annual Report 2016-17 Litchfield Council
14 Finance Report — June 2018 Litchfield Council

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{“KPMG Internationa!”), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG tnternational
Liability limited by a scheme approved under Professional Standards Legislation
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Appendix B: Delalled supporting
dlagrams, charts and tabies

Charts and diagrams supporting the Issues and Supporting Documentation of this report are
contained throughout this Appendix.

Chart 1 illustrates the annual death trends in Greater Darwin and its share compared to all deaths in
the Northern Territory.

Chart 1. Total annual deaths in Greater Darwin region
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Source: ABS 2017, Deaths Australia 2016.

Table 6 below provides an overview of the annual utilisation of the TRC.
Table 6. Thorak Regional Cemetery annual utilisation

Category 2011/12  2012/13 2013/14 2014/15 2015/16 2016/17 2017/18
Burial 120 146 147 129 142 97 94
Cremation 103 104 106 112 104 131 199
Total 223 250 253 241 246 228 293
Share of cremations (per cent) 46.2 41.6 419 46.5 42.3 57.5 67.9

Source: KPMG based on Litchfield Council Annual Reports 2011-12 to 2016-17 and Thorak Regional Cemetery
Finance Report - June 2018.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{"KPMG International”), a Swiss antity. All rights reservad

The KPMG name and logo are registered trademarks or trademarks of KPMG [nternational
Liability limited by a scheme approved under Professional Standards Legislation

Page 27|39

PAGE NUMBER 71



Chart 2. Projected population and deaths in Greater Darwin
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It is noted the discrepancy in the number of deaths in 2016 (compared to Chart 1) is likely to be due to the different data sets
and the approach to apportioning the deaths to Greater Darwin.

Source: KPMG based on Northern Territory Treasury 2018, Population Projections.

Table 7. Greater Darwin market share

. Private market share {per
Organisation

cent) Total market share (per cent) Total Deaths
TRC 0 44 228
DFS 70 39 203
Simplicity NT 30 17 87
Total 100 100 518

Source: KPMG based on Russ Allison 2015, Positioning for the Future and ABS 2017, Deaths Australia 2016.

NB: It is noted that DFS and Simplicity Funerals NT utilise TRC for burials, which impacts the representation
of the market share. Litchfield Council estimates that 90% of all business of TRC is referred through a
private funeral director, so whilst it appears that TRC as a fair share of the market, in reality it is not
providing funeral services so much as it provides the means of internment or cremation. Furthermore,
the death data may not capture deceased that are transported to their traditional communities.

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{"KPMG International”), a Swiss entity. All rights reserved

The KPMG name and logo are registered trademarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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A comparison of the scale of each local government is outlined in Chart 3 below.

Chart 3. Scale of local governments in the Greater Darwin region
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Source: KPMG based on ABS Census 2016 and City of Darwin Annual Report 2016-17, City of Palmerston

Annual Report 2016-17 and Litchfield Council Annual Report 2016-17.

Chart 4 illustrates TRC comprehensive statement of income and expenditure, including the net

operating position.

Chart 4. Overview of the comprehensive statement of income and expenditure
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Source: KPMG based on Litchfield Council Annual Report 2012-13 to 2016-17 (audited) and Thorak Regional

Cemetery Finance Report - June 2018 (unaudited).

® 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative

{"KPMG International”), a Swiss entity. All rights reserved
The KPMG name and logo are registered trademarks or trademarks of KPMG International
Liability limited by a scheme approved under Professional Standards Legislation
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Chart 5 illustrates the declining expenditure on general repairs and maintenance and grounds
maintenance and landscaping.

Chart 5. Annual maintenance expenditure
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Source: KPMG based on Litchfield Council Annual Report 2012-13 to 2016-17

© 2018 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative
{"KPMG International”), a Swiss entity. All rights resarved

The KPMG name and logo are registered trademarks or trademarks of KPMG international
Liability limited by a scheme approved under Professional Standards Legislation
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ATTACHMENT A

Appendix G: RIsK matrix

The risks and associated mitigation strategies outlined in the Risk management strategy section are based on the following matrix.

Figure 1. Thorak Regional Cemetery risk matrix

Impact

Insignificant ‘ j Catastrophic

Is expected to occur in most  Almost 5 M H H E E
circumstances certain

Will probably occur Likely 4 M M H H E

Might occur at some time in  Possible 3 L M M H E
the future

Likelihood

Could occur but doubtful Unlikely 2 2 M M H H

May occur, in exceptional Rare 1 L L M M H
circumstances

© 2018 KPMG, an Australian partnersnip and a member firm of the KPMG network ot independent member firms affiliated with KPMG International Cooperative ("KPMG International”), a Swiss entity, All nghts reserved
The KPMG name ana logo are regisiered trademarks or radernarks of KPMG International.

Liability limited by a schieme approved under Frotessional Standards Legislation
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Appendix [ Financial analysIs
(ISCIAMers

Inherent Limitations

The services provided in connection with this engagement comprise an advisory engagement, which
is not subject to assurance or other standards issued by the Australian Auditing and Assurance
Standards Board and, consequently, no opinions or conclusions intended to convey assurance have
been expressed.

Litchfield Council has full responsibility for:

e determining accounting treatments;

® sourcing appropriate legal and regulatory advice;

e assessing the impact on banking and finance covenants;

e assessing human resources and organisationa! structures; and

e negotiating with any third parties.

In relation to financial analysis assistance, Litchfield Council accepts that:

o KPMG did not perform an audit or review on the data and estimates within the financial analysis,
therefore, this report does not constitute an expression of opinion or conclusion intended to
convey assurance on, and KPMG is not responsible for, the accuracy and completeness of the
financial information presented,;

e itis not possible to predict future events or anticipate all potential circumstances as market or
other conditions may change, as such, future events may not unfold as expected and actual
results achieved for the forecast periods covered will vary from the information presented and the
variations may be significant; and

e baseline financial information and financial analysis have been reviewed by Litchfield Council,
including assumptions applied during the analysis, scope of the analysis, selection of cost drivers,
categories and sources of internal and external data.

KPMG have indicated within this report the sources of information provided. We have not sought to
independently verify those sources unless otherwise noted within the report.

No warranty of completeness, accuracy or reliability is provided in relation to the statements and
representations made by, and the information and documentation provided by Litchfield Council,
including historical financial records.

KPMG is under no obligation in any circumstance to update this report, in either oral or written form,
for events occurring after the report has been issued in final form.

The findings in this report have been formed on the above basis.

Third party reliance

This report has been prepared at the request of Litchfield Council representing TOPROC in
accordance with the terms of KPMG's engagement letter dated 23 April 2018 and is not to be used
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for any other purpose or distributed to, or relied upon by, any other party without our prior written
consent.

Other than our responsibility to Litchfield Council representing TOPROC, neither KPMG nor any
member or employee of KPMG undertakes responsibility arising in any way from reliance placed by a
third party on this report. Any reliance placed is that party's sole responsibility.
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Appenaix t: Detalled inancial analysis

Current financial performance summary

Until 2017-18 financial year, TRC had experienced declining revenue which was attributed to private
industry market share and the sharp fall in total number cremation services delivered. Direct costs
and overheads have alsc decreased, however, they have done so at a proportionally slower rate.

Table 2 below provides an overview of the TRC financial performance.

Table 2. High level performance

Fi : 2014-15 2015-16 2016-17 2017-18
inancial performance

actual actual actual actual
Revenue 928,519 876,404 823,981 942,070
Expenses {937,190) (952,675) (803,965) (733,136)
Net profit (8,671) (76,271) 20,016 208,934

Source: KPMG based on Litchfield Council Annual Reports 2014-15 to 2016-17 (audited), and Thorak Regional
Cemetery Finance Report - June 2018 {unaudited).

The increase in profitability in 2017-18 is mainly due the imposition of a 10% Administration Fee for
use of TRC by non-Litchfield residents, and a higher demand for pre-purchase of plots than
anticipated in the annual budgeting process. It is estimated that the 10% Administration Fee for non-
Litchfield residents has delivered $62,000 of revenue in 2017-18.

The reduction in operating costs is attributable to a tighter control over employment expenses,
including training and development. As a result, TRC's operating hours have been reduced; whilst
cost savings were achieved, service delivery may have been perceived by the public to have
decreased.

The historical ongoing operating losses of the TRC has impacted the availability of cash at hand
{current assets) and the accumulated surplus. At 30 June 2017, the cash reserve had remained stable
at a balance of $212,044. On the back of a strong year in 2017-18, the unaudited cash reserve is
$372,400 at 30 June 2018. Whilst the recent increase in cash reserve has improved short term
stability, the quantum of upgrade works that are due to be delivered on TRC will put the cash
reserves at significant risk.

Table 7 provides an overview of the current financial position.

Table 7. Current financial position

finangial positop 12 month. 12 monthe 12 monihs
Current assets 266,692 185,991 218,088
Non-current assets 322,679 406,397 418,032
Total assets 589,371 592,388 636,120
Accumulated surplus 54,570 54,569 54,569

Source: KPMG based on Litchfield Council Annual Reports 2014-15 to 2016-17. Financial position as at 30 June
2018 is not yet available for disclosure in this report.
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8.1 Comparative to industry cost structure characteristics

The IBISWorld Industry Report S9520 — Funeral Directors, Crematoria and Cemeteries in Australia
was reviewed in order to determine the industry-wide cost structure. IBISWorld is considered a
reputable source and appropriate for the purpose of this business case. Table 9 outlines the key
findings on the industry cost structure.

Table 9. Industry cost structure characteristics

Benchmark Characteristics

Prices for burials and staff wages are generally passed on to consumers, however,
Profit industry competition has restrained large increases. The shift towards cremations has
created downward pressure on industry profit as cremations have lower margins.

Burial and cremations (as associated funeral services) are labour intensive due to the
range of occupations required. Wages make the largest cost contribution to operations.

Wages e N ; ,
9 Efficiency increases and reduced staff requirements in recent years have decreased the
contribution of wages. :
Purchases of coffins, equipment for grave digging, land scaping and other funeral
Purchases related items make a significant contribution to the cost of operations. Most costs are

variable, with some passed on to consumers with a mark-up attached (such as coffins)
while others do not receive an increase.

Funeral providers rent a wide range of property, plant and equipment including
Rent buildings, crematoria, offices, vehicles and other items. Rent as a proportion of total
costs is expected to increase due to rising property prices.
L Depreciation occurs on buildings, vehicles, operating equipment {such as audio
Depreciation L N

systems). Overall, depreciation makes a small contribution to total costs.
Other costs such as advertising and insurance and increased in recent years. More
Other funeral companies are entering into advertising in attempt to gain a larger share of a

saturated market.

Competition in the funeral industry is high due to the level of saturation. While the

revenue stream is stable {due to the death rate), opportunities to significantly increase

income can only be achieved by lifting service prices, acquiring competitors or
Competition increasing market share.

Competition is generally greater in metropolitan areas due to the close proximity of
many funeral providers. The trend towards cremations has also increased competition
based on prices and offerings.

Source: KPMG based on IBISWorld 2018, Industry Report S9520 - Funeral Directors, Crematoria and
Cemeteries in Australia.

The left-hand column in Chart 6 illustrates the typical industry costs for funeral services across
Australia. While the costs reflect a wide range providers and services, they may assist to provide
benchmarks for operations of the TRC. The right column illustrates TRC's actual performance in
2016-17 (most recent audited financial report). It is clear there are several differences in the cost
structure, with wages and purchases accounting for almost 80 per cent of total costs.
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Chart 6. Average industry costs and Thorak Regional Cemetery’s performance in 2016-17

Industry Average Thorak Regional Cemetery
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Source: KPMG based on [BISWorld 2018, Industry Report $9520 — Funeral Directors, Crematoria and
Cemeteries in Australia.

NB: TRC's profit is not represented in the chart above as it was negative after depreciation was brought to
account. Rent is also not present as Litchfield Council owns all of TRC's facilities.

Projected financial performance

The projected financial performance provides an overview of the potential future state of the TRC.
The projections are based on audited financial reports provided by Litchfield Council (until 30 June
2017), and the management accounts provided by Litchfield Council (unaudited) for 2017-18. The
projections incorporate the following assumptions:

e Revenue is extrapolated by taking the four year average rate, and applying a population growth
factor of 1.2% p.a. and an inflation rate of 2% p.a.

o Total operating costs have been provided in accordance with the Regional Cemetery Asset
Management Plan prepared by Litchfield Council, which appeared reasonable in light of historical
financial performance.
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ATTACHMENT A

Table 10. Projected income and expenses

Projected financial 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28
performance projected projected projected projected projected projected projected Projected projected Projected
Revenue 906,042 935,253 965,405 996,530 1,028,658 1,061,822 1,096,055 1,131,392 1,167,868 1,205,520
Staffing cost (424,480) (458,640) (480,480) (500,640) (517,440) (535,920) (546,000) (556,080) (566,160) (576,351)
Operational costs (381,520) (412,360) (431,520) (450,360) (465,560} (482,080) (491,000) (499,920) (508,840) (517,871)
Net profit 100,042 64,253 53,405 45,530 33,461 18,790 20,526 22,676 25,250 28,033

Source: KPMG projections, 2018.

As previously indicated, TRC already has in place a fully costed Masterplan. The plan was developed in 2015, and implementation of the recommendations in
the plan as not yet commenced due to insufficient cash flow with which to undertake capital works. The requirement for capital renewal and upgrade is high
due to the relatively low spend to date on maintaining and upgrading the infrastructure at the site, given the limited cash reserves that Litchfield Council has

had to dedicate towards these expenditures.

KPMG has based projections for capital upgrade expenditure on the Masterplan prepared by Cloustons. In 2015, Cloustons identified capital works as being
Critical and Desirable, and timing for capital works as being Immediate (within the current financial year), Short term (within 5 years) and Long term (within
10 years). Given that implementation has not yet commenced, timing for delivery of capital works has been adjusted as follows:

e Critical and immediate capital works to be delivered in 2019-20.

e Desirable and immediate capital works to be delivered in 2020-21.

e Critical and short term capital works to be delivered in 2020-21.

¢ Desirable and short term capital works to be delivered in 2022-23 through 2026-27.

e No critical and medium term capital works were identified.

e Desirable and medium term capital works to be delivered in 2025-26.

e Desirable and long term capital works to be delivered in 2027-28.

e Cost of upgrades have been inflated by 2% p.a. since 2015, based on costs assigned in the Masterplan report.
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Table 11. Estimated capital upgrade expenditure required

ATTACHMENT A

2023-24 2024-25 2025-26 2026-27 2027-28

Capital expenditure 201819 2019-20 202021 2021-22 2022-23
required projected projected projected projected projected
Critical - 1,233,973 99,367 - .
Desirable - - 176,653 - 717,929
Total expenditure

p - 1,233,973 276,020 - 717,929

required

Source: KPMG, based Thorak Regional Cemetery Masterplan.

projected

projected Projected projected Projected

28,717 28,717 772,304 28,717 1,401,407

28,717 28,717 772,304 28,717 1,401,407

It is evident in the projections above that TRC's current cash reserves of $372,400 (preliminary at 30 June 2018) will be exhausted shortly through capital
expenditure requirements at the site. Based on the above projections, the current cash reserve is likely to be diminished to nil at 30 June 2020 if all required
capital expenditure outlined in the Masterplan is delivered. Table 12 below illustrates the projected cash position of TRC over time:

Table 12. Projected cash position of TRC

2018-19
projected

2022-23
projected

2019-20
projected

2020-21
projected

2021-22
projected

Cashflow

Opening cash

372,400 472,442 (697,278) (919,893) (874,363)
reserve
e Rerating 100,042 64,253 53,405 45,530 33,461
result
Capital
expenditure - (1,233,973) (276,020) - (717,929)
required
S oainglcash 472,442 (697,278) (919,893) (874,363)  (1,558,831)

reserve

*It should be noted that the above table is provided for illustrative purposes only, and has not been fully modelled for depreciation add backs.
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2023-24 2024-25 2025-26 2026-27 2027-28
projected projected Projected projected Projected
(1,558,831) (1,568,758) (1,576,950) (2,326,578) (2,330,045)
18,790 20,526 22,676 25,250 28,033
(28,717) (28,717) (772,304) (28,717) (1,401,407)
(1,568,758) {1,576,950) (2,326,578) (2,330,045} (3,703,420)
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28 INFORMATION AND CORRESPONDENCE

14.1 Information
Nil
14.2 Correspondence

Nil
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REPORT OF DELEGATES

QUESTIONS BY MEMBERS

GENERAL BUSINESS

NEXT ORDINARY COUNCIL MEETING

= = = =
(o) N (>} (8]

THAT the next Ordinary Meeting of Council be held on Tuesday 6 November 2018 at 5.30pm in
the Council Chambers, First Floor, Civic Plaza, 1 Chung Wah Terrace Palmerston.

¥ CLOSURE OF MEETING TO PUBLIC

THAT pursuant to Section 65(2) of the Local Government Act and Regulation 8 of the Local
Government (Administration) Regulations, the meeting be closed to the public to consider the
Confidential item of the Agenda.

ADJOURNMENT OF MEETING AND MEDIA LIAISON
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1st Ordinary Council Meeting
CITY OF PALMERSTON

Minutes of Council Meeting

held in Council Chambers

Civic Plaza, Palmerston

on Tuesday 2 October 2018 at 5.30pm.

ELECTED MEMBERS Acting Mayor Mick Spick
Alderman Damian Hale
Alderman Amber Garden
Alderman Lucy Buhr
Alderman Sarah Henderson

STAFF Chief Executive Officer, Luccio Cercarelli
Director Corporate Services, Chris Kelly
Director City Growth and Operations, Gerard Rosse
Minute Secretary, Alyce Breed
Executive Assistant to Director Community Services, Tree Malyan

GALLERY 14 members of the public
Marg Lee, Palmerston and Rural Seniors Committee Inc
Neville Driver, Palmerston and Rural Seniors Committee Inc
Will Zwar, NT News

ACKOWLEDGEMENT OF COUNTRY

I respectfully acknowledge the traditional owners of the land on which we are meeting - the Larrakia
People - and pay my respects to their elders, past, present and future.

OPENING OF MEETING

The Acting Mayor declared the meeting open at 5.30pm.

APOLOGIES AND LEAVE OF ABSENCE

3.1 Apologies

Nil.

Initials:
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3.2 Leave of Absence Previously Granted
Moved: Alderman Buhr
Seconded: Alderman Henderson

1. THAT it be noted Mayor Pascoe-Bell will be on leave of absence previously granted
on 4 September 2018, for the period of 1 October to 9 October 2018 inclusive.

2. THAT it be noted Alderman Lewis will be on leave of absence previously granted on
18 September 2018, for the period of 29 September to 3 October 2018 inclusive.

3. THAT it be noted Alderman Giesecke will be on leave of absence previously granted
on 18 September 2018, for the period of 1 October to 3 October 2018 inclusive.

CARRIED 9/0292 - 02/10/2018

3.3 Leave of Absence Request
Moved: Alderman Hale
Seconded: Alderman Buhr

THAT the leave of absence received from Alderman Hale for 6 November to 18
November 2018 inclusive be received and noted.

CARRIED 9/0293 - 02/10/2018

REQUEST FOR TELECONFERENCING

Nil.
DECLARATION OF INTEREST

5.1 Elected Members
Nil.

52 Staff
Nil.

I3l CONFIRMATION OF MINUTES

6.1 Confirmation of Minutes
Moved: Alderman Garden
Seconded: Alderman Henderson

THAT the minutes of the Council Meeting held Tuesday, 18 September 2018 pages 9555
to 9564, be confirmed.

CARRIED 9/0294 - 02/10/2018
6.2 Business Arising from Previous Meeting

Nil.

Initials:
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MAYORAL REPORT

71 Mayoral Update Report - September 2018 M9/005
Moved: Acting Mayor Spick
Seconded: Alderman Henderson

THAT Report Number M9/005 entitled Mayoral Update Report - September 2018 be
received and noted.

CARRIED 9/0295 - 02/10/2018

IEll DEPUTATIONS AND PRESENTATIONS

8.1 Deputations
Nil.
8.2 Presentations

Triennium Funding Sponsorship 2019-2021

Moved: Alderman Hale
Seconded: Alderman Garden

THAT the presentation by Marg Lee, President and Neville Driver, Public Officer of the
Palmerston and Rural Seniors Committee Inc be received and noted.

CARRIED 9/0296 - 02/10/2018

B2} PUBLIC QUESTIONS (WRITTEN SUBMISSIONS)

Nil.

CONFIDENTIAL ITEMS

10.1 Confidential Iltems
Nil.

10.2 Moving Open Items into Confidential
Nil.

10.3 Moving Confidential Items into Open

Nil.

Initials:
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PETITIONS

11.1 Trial of Laneway Treatments
Moved: Alderman Henderson
Seconded: Alderman Buhr

1. THAT the petition presented by Alderman Henderson on behalf of Clifton Walton
regarding the Trial of Laneway Treatments be tabled at the 1t Ordinary Council
Meeting of October 2018.

2. THAT Council receives and notes the petition and considers it as part of Report
Number 9/0091 entitled Trial of Laneway Treatments within the 15t Ordinary Council
Meeting of October 2018.

CARRIED 9/0297 - 02/10/2018

NOTICES OF MOTION

12.1 Palmerston Recreation Lake Idea
Moved: Alderman Hale
Seconded: Alderman Henderson

THAT the Mayor, accompanied by the Deputy Mayor and/or Alderman Hale, meet with
the Chief Minister to discuss the idea of a recreational lake in Palmerston and to
determine if the Northern Territory Government has any interest in progressing this
matter and how it might occur.

CARRIED 9/0298 - 02/10/2018

ykN OFFICERS REPORTS

13.1 Receive and Note Reports

13.1.1 Palmerston Seniors Advisory Committee September Minutes and 2018
Seniors Forum 9/0090

Moved: Alderman Henderson

Seconded: Alderman Hale

THAT Report Number 9/0090 entitled Palmerston Seniors Advisory Committee
September Minutes and 2018 Seniors Forum be received and noted.

CARRIED 9/0299 - 02/10/2018

Initials:
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13.2 Action Reports

13.21 Community Satisfaction Survey Results and Response 9/0094
Moved: Alderman Buhr
Seconded: Alderman Garden

1. THAT Report Number 9/0094 entitled Community Satisfaction Survey Results and
Response be received and noted.

2. THAT Council note that actions, initiatives and programs that are underway to
improve customer satisfaction as part of the 2018/19 Municipal Plan that are
outlined in this report entitled Community Satisfaction Survey Results and Response
and that any actions requiring new or additional funding will be referred to future
Budget Reviews and 2019/20 Municipal Plan and Budget development.

3. THAT a future report will be provided to Council in February 2019 outlining the
results of the review of the structure, content and scoring methodology of the
Community Satisfaction Survey and any recommended changes.

CARRIED 9/0300 - 02/10/2018

13.2.2 Trial of Laneway Treatments 9/0091
Moved: Alderman Henderson
Seconded: Alderman Hale

1. THAT Report Number 9/0091 entitled Trial of Laneway Treatments be received and
noted.

2. THAT Council endorse implementing trial laneway treatments as identified in Report
Number 9/0091 entitled Trial of Laneway Treatments and summarised as follows:

Laneway Location Suburb Summary of Trial Details

Six (6) laneways that connect | Moulden - Laneway lighting upgrades
Bonson Terrace, Staghorn - Crime Prevention Through
Court, Gumnut Way and Environment Design
Melastoma Drive (CPTED) Assessment

Two (2) laneways that connect | Moulden - Laneway closure trial
Politis Court and Strawbridge - Consultation to occur
Crescent - Consultation and Technical

assessment to inform

closure type

One (1) laneway that occurs at | Woodroffe - Laneway closure trial

Helio Court Cul-de-sac head - Consultation to occur

- Consultation and Technical
assessment to inform
closure type

Phineaus Court and Priest | Gray - Laneway lighting upgrades

Circuit - Crime Prevention Through
Environment Design
(CPTED) Assessment

Initials:
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13.2.2 Trial of Laneway Treatments (continued) 9/0091

3. THAT areport outlining the outcomes and findings of the Trial Laneway Treatments
be presented to Council at the 2" Ordinary Meeting in June 2019.

CARRIED 9/0301 - 02/10/2018

13.2.3 Council Policy Review - GSTVO01 Goyder Square TV Screen Content and

Usage 9/0092
Moved: Alderman Garden
Seconded: Alderman Hale

1. THAT Report Number 9/0092 entitled Council Policy Review - GSTV01 Goyder
Square TV Screen Content and Usage be received and noted.

2. THAT Council rescind Council Policy GSTV01 Goyder Square TV Screen Content and
Usage at Attachment A to Report Number 9/0092 entitled Council Policy Review -
GSTVO01 Goyder Square TV Screen Content and Usage.

CARRIED 9/0302 - 02/10/2018

13.2.4 Council Policy Review - EMO03 Conflict of Interest 9/0093
Moved: Alderman Buhr
Seconded: Alderman Henderson

1. THAT Report Number 9/0093 entitled Council Policy Review - EM03 Conflict of
Interest be received and noted.

2. THAT Council rescind City of Palmerston Council Policy EM03 - Conflict of Interest,
being Attachment A to Report Number 9/0093 entitled Council Policy Review -
EMO3 Conflict of Interest.

CARRIED 9/0303 - 02/10/2018

8 INFORMATION AND CORRESPONDENCE

14.1 Information
14.1.1 LGANT Draft Executive Minutes - 18 September 2018

Moved: Alderman Garden
Seconded: Alderman Hale

THAT Council receive and note Item 14.1.1 entitled LGANT Draft Executive Minutes -
18 September 2018.

CARRIED 9/0304 - 02/10/2018
14.2 Correspondence
Nil.
Initials:
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REPORT OF DELEGATES

Nil.

QUESTIONS BY MEMBERS

Nil.

GENERAL BUSINESS

Nil.

NEXT COUNCIL MEETING

Moved: Alderman Garden
Seconded: Alderman Hale

THAT the next Ordinary Meeting of Council be held on Tuesday 16 October 2018 at 5.30pm in the
Council Chambers, First Floor, Civic Plaza, 1 Chung Wah Terrace Palmerston.

CARRIED 9/0305 - 02/10/2018

¥4 CLOSURE OF MEETING TO PUBLIC

Nil.

ADJOURMENT OF MEETING AND MEDIA LIAISON

Nil.

CLOSURE OF MEETING

Moved: Alderman Henderson
Seconded: Alderman Garden

The first Meeting of the Ninth City of Palmerston Council, held in the Council Chambers, Civic Plaza,
Palmerston on Tuesday, 2 October 2018 closed at 6.35pm.

CARRIED 9/0306 - 02/10/2018

‘ UNCONFIRMED ‘

Athina Pascoe-Bell
MAYOR

Date:
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