DEBT (BORROWINGS) POLICY
STATUTORY POLICY

-

kbckhamp on

Regional*Council

1 Scope

This policy applies to the use of loan borrowings to fund Rockhampton Regional Council infrastructure and
other important capital works projects.

2 Purpose
The purpose of this policy is to provide Council with a contemporary Debt (Borrowings) Policy for responsible
financial management on the loan funding of infrastructure and capital works projects by ensuring the level
of Council indebtedness is within acceptable limits to Council, its ratepayers and interested external parties.

3 Related Documents

3.1 Primary
Local Government Act 2009
Local Government Regulation 2012
3.2 Secondary
Statutory Bodies Financial Arrangements Act 1982

4  Definitions

To assist in interpretation, the following definitions apply:

Councll Rockhampton Regional Council

QTC Queensland Treasury Corporation

Ratepayers As defined in the Local Government Regulation 2012, a person who is liable to pay
rates or charges.

5 Policy Statement

As a general principle, Council recognises that loan borrowings for capital works projects are an important
funding source for local government and that the full cost of infrastructure should not be borne entirely by
present-day ratepayers, but be contributed to by future ratepayers who will also benefit. Whilst recognising
the importance of loan borrowings, Council should not place undue reliance upon loans as a source of
funding.

Council restricts all long term borrowings to expenditure on identified capital works projects that are
considered by Council to be of the highest priority and which cannot be funded from revenue, as identified
by the adopted budget.

Council does not use long term debt to finance operating activities or recurrent expenditure. A working
capital facility or overdraft may be utilised to help fund short term cash flow requirements that may arise
from time to time.
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The basis for determination of the utilisation of loan funds is as follows:

(&) Where a capital works project for a service that is funded by utility or user charges, for example water,

sewer, waste, is determined to be funded by way of loans, the user charge should reflect the cost of
providing the service including the loan servicing costs.

(b) Other specific capital works projects, not funded by user charges, should only be considered for loan

funding where the project is considered by Council to be of long term benefit to the majority of
ratepayers.

(c) The term of any loan should not exceed the expected life of the asset being funded.

5.1 10 Year Loan Programme Forecast

5.2

Council utilises loan borrowings to fund capital and infrastructure works when required. Repayments
are usually spread over a period of 15 to 20 years or shorter depending on the life of the asset being
created. The Debt (Borrowings) Policy includes the following information:

(a) New borrowings for the current and the next nine financial years; and
(b) Repayment schedule for new and existing borrowings.

The following 10 year program is proposed by Council, although allocations are revised on an annual
basis in conjunction with the review of its short and long term budgets:

Table 1

10 Year Borrowing and Repayment Schedule

Financial Year New Borrowing Loan Redemption Repayment Period
Amount ($) Amount ($) (years)
Existing Loans N/A N/A 6-13
2025/26 20,000,000 10,096,375 15-20
2026/27 23,000,000 11,451,418 15-20
2027/28 21,000,000 12,972,720 15-20
2028/29 - 14,480,557 15-20
2029/30 - 14,836,793 15-20
2030/31 20,000,000 15,250,214 15-20
2031/32 - 15,769,890 15-20
2032/33 - 15,599,277 15-20
2033/34 12,000,000 26,792,175 15-20
2034/35 20,000,000 36,800,863 15-20

Repayment Schedule

The loan portfolio of Council is raised solely with QTC primarily utilising QTC’s fixed rate loan product,
although Council may avalil itself of a variable rate loan from time to time. A fixed rate loan is a loan
where the interest rate does not fluctuate for the term of the fixed period. A fixed rate loan provides
rate certainty; however, an early repayment adjustment applies for any unscheduled repayments.

The amount required to extinguish a fixed rate loan at any point in time is the market value of the loan.
The market value reflects the remaining cash flows required to repay the debt, valued at the current
market rates of interest. An early repayment adjustment reflects the difference between the loan
balance and the market value of a fixed rate loan. The adjustment can be a loss or a gain depending
on whether market rates for the remaining term are lower or higher than the original fixed rate.
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Council intends maintaining principal and interest repayment schedules consistent with the fixed rate
terms of individual loans so exposures to early repayment adjustment losses are minimised. However,
in circumstances where the early repayment adjustment results in a gain to Council, consideration is
given to early repayment of the relevant loan facilities, subject to evaluation of Council’s financial
position at the time.

The budgeted loan portfolio of Council for 2025/26 is as follows:

Table 2
Budget Interest and Redemption by Fund/Function for the Year to 30 June 2026
A B c D E(A-C+D=E)
Function Book Debt QTC Admin QTC New EST Book
Description Balance and Interest Redemption Advances Debt Balance
P 01/07/2025 P 30/06/2026
Water and 1,790,857 49,208 243313 20,000,000 | 21,547,544
Sewerage
Waste and 5,861,558 133,624 597,470 - 5,264,088
Recycling
Airport 12,679,958 253,696 1,110,230 - 11,569,728
Other/
General 100,758,850 3,150,112 8,145,362 . 92,613,488
Functions
ESL’S;ALL 121,091,223 | 3,586,640 | 10096375 | 20,000,000 | 130,994 848

5.3 Working Capital Facility

Council has approval for a working capital facility with QTC. The working capital facility has a limit of
$30,000,000. The working capital facility may be utilised to help fund short-term cash flow
requirements that could arise from time to time.

6 Review Timelines

This policy is reviewed when any of the following occur:

(&) As required by legislation — no later than 30 June 2026 in conjunction with the budget;

(b) The related information is amended or replaced; or

(c) Other circumstances as determined from time to time by the Council.
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