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SUMMARY

In November 2011 Council resolved to commence consultation with the community on
service levels and community priorities in order to provide additional information to assist
Council’s Strategic Planning process.

Council's adopted Long Term Financial Strategy identifies the investigation of a Special Rate
Variation (SRV) in 2013-2014 to fund essential infrastructure, subject to the assessment of
service levels and community needs. Part of the investigation process requires Council to
adequately consult with the community on willingness to pay increased rates.

The first phase of consultation was completed in May 2012 and the results were used to
identify priorities for asset improvement spending in line with community service priorities.
Council subsequently resolved in October 2012 to carry out further detailed community
consultation during November/December 2012 on the community’s willingness to pay for
increased spending on asset improvements.

The second phase of detailed community consultation has been completed and this report
contains details of the methods used and the response received. This stage of consultation
gathered 1850 responses; stage 1 consultation gathered a further 184 responses in addition
to over 3500 responses through the Community Strategic Plan process, resulting in over
5,300 responses guiding Council’'s decision-making process.

The report recommends a way forward for Council to ensure the financial sustainability to
reduce the backlog of asset maintenance and being able to provide our community with the
best level of service and facilities that we can.

RECOMMENDATION
1 That Council note the report on the Stage 2 community consultation.
2 That Council direct the General Manager to:
a Notify the Independent Pricing and Regulatory Tribunal by 14

December 2012 that Council intends to submit an application for a
Special Rate Variation increase of 9.5% to ordinary general rates
each year for 7 years from 2013/14 under S508A of the Local
Government Act. Noting that there is no prejudice to Council’s
ability to stop any subsequent action on a Special Rate Variation
application.



7.14

Service Standards Review - Results of Stage 2 Community Consultation
(contd)

3

b Commence preparation of the Special Rate Variation application as
set out in Recommendation 2 a).

c Undertake further community consultation during January and
February on the specific effects on the community of Options 1 and
2.

d Report the results of the further community consultation during

January/February 2013 to Council by 28 February 2013, at which time
Council will need to determine if Council will be making Special Rate
Variation application to Independent Pricing and Regulatory Tribunal.

That Council not proceed with consideration of Option 3 (12.5% increase per
year for 7 years).

The Financial Dilemma

Council had recorded operating deficits for several years and decided in 2010 to put in place
a strategy to reach a break even operating result by 2014/15, which was documented in the
Long Term Financial Strategy. Over the past two years, Council has put significant effort into
reducing its deficit, creating efficiencies and productivity improvements, implementing cost
savings and increasing income to continue delivering a range of services to the community.
This has reduced the deficit from $30m to $12m in two years, with further reduction to break-
even in 2014/15.

Some of these efficiencies have included, but are not limited to, the following:

Technology savings in staff time, reduced staff numbers and ability to deliver
improved service levels. For example, increasing the use of infield technology for
operational staff; revised tree assessment process; introduction of software for
Council reports.

Energy and materials reduced costs . For example: new lights in Council buildings
($1.2m over 10 yrs); road pavement efficiencies and savings (09/10 patching was
$118m2 reduced to $21mz2 in 11/12); joint tendering with Gosford City Council,
Workers Compensation management ($250K savings).

Purchasing and internal services savings. For example: creation of Legal counsel
position ($300K p/a); reduced use of body hire for project management ($250k p/a);
reduced consultancy costs through better use of staff expertise and staff availability
due to other productivity gains.

Plant and equipment savings and efficiencies. For example: downsized all
vehicles to 4 cylinder; purchase different machinery to deliver faster service; changes
to replacement time on vehicles (Nett one off saving for light vehicles was $2.1M)
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e Staff numbers and efficiency. For example: in 10/11 full time equivalent staff
budget was 1150, in 13/14 it will be 1050 (9.5% reduction), in one year this resulted in
actual savings of $1.109m.

e Increases in income. For example, fees and charges increased by $200K in 11/12;
partnerships have been developed with sporting clubs / groups to co-fund capital
works; grant funding continually applied for.

These savings have been realised despite significant pressure from increasing costs. Costs
of energy and raw materials have increased well above Consumer Price Index (CPI) in
recent years driven by factors such as the carbon tax, general electricity price increases
and increases in the Environmental Protection Authority levy. In addition, Council is subject
to the rate capping system in NSW which limits any increases. Generally the amount
determined by the Independent Pricing and Regulatory Tribunal (IPART) is less than CPI. In
Council’s current Strategic Plan $23million is also identified as a shift in costs from State to
Local Government, for example: pensioner rebates; fire services; and flood mitigation.

Council has over $2.5billion of ageing assets. Council's asset management systems have
identified a significant shortfall in the amount of money being spent each year to renew
assets so they remain in fit for purpose condition. This gap in asset renewal spending is
detailed in Council’'s annual financial statements and was $121m for the General Fund at the
end of the 2011/12 financial year (eg: roads, drainage, parks, community buildings etc). For
Council to bring these assets to a satisfactory standard requires $121million. This includes
only recorded asset classes and excludes natural assets which also represent a significant
liability for Council in current and future years. Combining this with providing the services the
community have become accustomed to, Council can not afford to do both.

Many Council services rely on the various assets that Council owns. If these assets are not
maintained in good condition and renewed in a timely manner, they become expensive to
operate and maintain, more costly to replace and do not provide the required level of service
to the community. Currently, we are not replacing them at the same rate as they are wearing
out, which has a major impact on future service level planning and Council’s financial
sustainability.

Increased spending on new assets instead of renewing existing assets means increasing
maintenance, operating and depreciation costs, all of which directly affect the annual
financial operating result. Delayed renewal of existing assets leads to increased operating
and maintenance costs, which also impact the annual financial operating result.

The effort to find savings within the organisation will continue but there is limited scope for
further significant savings at the level required. Council must now look at additional sources
of income, otherwise asset condition will continue to deteriorate at an increasing rate,
causing further long-term financial and service level problems for the community. Council’s
income base is limited due to existing IPART requirements for our Waste, and Water and
Sewerage business. The only options to increase our income is through rates, fees and
charges or grant funding which there is no guarantee that funding will be provided.

Due to the limited scope for further significant internal savings to meet this asset gap, in early
2012 Council commenced a process to identify how further financial sustainability could be
achieved. Significant community consultation has occurred to identify values and priorities.
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This information has been used to guide Council staff in planning future service levels and
reviewing our Long Term Financial Plan. This work identified three scenarios for Council’s
financial future, which are outlined later in this report.

The need to address the financial dilemma issue has been re-enforced following a recent
review by NSW Treasury Corporation, which raised concerns about Council’s ability to fund
the proposed level of future spending to bring current assets up to the required standard. The
T-Corp Report stated:

e “Although Council has strong debt servicing abilities, as indicated by its high forecast
DSCR and Interest Cover Ratios, its cash and investment levels are forecast to be
exhausted by 2016.

e This is a serious liquidity issue which Council needs to consider, develop options
and remodel. Should Council consider adjusting its capital expenditure program
to an affordable level, source additional operating cash flow or reduce
operating cash expense, then additional borrowing could be considered”

In addition, Council also received a letter from Division of Local Government in January 2012
highlighting their concerns with Council’'s financial position as at 30 June 2011 after they
undertook a review of Council's financial position. Their particular focus was on our deficit,
low infrastructure renewal, shortfall in maintenance of assets and condition of our assets.

The Possible Solution

Council resolved in November 2011 to commence consultation with the community on
service levels and community priorities in order to provide additional information to assist
Council's Strategic Planning process. This was a follow on to the significant amount of
community consultation Council has carried out in recent years. Examples include Quality of
Life Survey, telephone and online customer satisfaction and reputation surveys, workshops,
forums, world cafes and other activities for the Youth Engagement Strategy, Community
Plan, Learning Communities Strategy, Community Facilities Review and On-Road Bicycle
and Shared Pathways Strategy.

In preparing the Community Strategic Plan in 2009, Council undertook extensive and in-
depth community consultations in 2007 and 2008, where more than 3,500 residents
participated in various forms of consultation to identify the vision for the Shire and what were
important for our community.

Following Council’'s decision in November 2011, the first stage of consultation was
undertaken in May 2012 with 184 responses received via community workshops and an on-
line survey. Stage 1 results also described the problems Council is facing in funding the
$121million in spending required as at 30 June 2012 to bring existing roads, drainage,
community buildings, sport, leisure and recreation facilities, town centres, open space and
the natural environment to a satisfactory standard.

The report to Council's Ordinary meeting of 24 October 2012 detailed the level of
consultation that was carried out in Stage 1 of the Service Standards Review and highlighted
the community overwhelmingly love their Shire and feel it is a good place to live and have a
strong preference for Council to be financially sustainable.
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Following on from this stage, significant work was undertaken with Service Unit Managers to
understand what we know about community needs and our services and incorporate that
with the information in Council's Asset Management system. This information along with the
values identified by the community helped identify the high level priority areas for increased
spending to bring assets up to a satisfactory standard in line with community expectations,
quality asset management and public safety standards.

STAGE 2 ENGAGEMENT

The Options

The Stage 2 community consultation occurred in November and December this year and was
designed to promote community involvement and provide information about the financial and
asset funding issues including:

e Council's previous financial performance and forecast future performance

e Council's efforts to find substantial savings from within the organisation and maintain
service levels

e The amount of funding needed to restore important assets to a satisfactory condition

e The three funding options developed to address the asset gap

e The effect of each funding option on the asset gap and Council's financial
sustainability

e The additional cost of each funding option to ratepayers.

The three final options used in the Stage 2 community consultation included the following:

Option 1 - No additional rate income above the Rate Peg

In this scenario, rate increases are maintained at the annual amount approved by IPART,
usually around 3%. This means that the level of proposed spending on asset renewals set
out in the Long Term Financial Plan is not affordable and there would have to be cuts to the
proposed capital expenditure and/or cuts to services.

The asset gap would not close and would actually get worse, asset maintenance costs will
increase and future generations will have to meet the increased asset renewal cost. There
would be no capacity to fund work on natural assets and no significant new asset works.

Option 2 - Real increased income of 6.5% above Rate Peg each year over 7 years

In this Scenario, there is an increase of 9.5% in General Rates (assuming the Rate Peg is
3%) each year for 7 years. This increase would remain permanently in Council’s rate base
and after 7 years the increases would revert to the normal rate peg amount.

This Scenario is based on properly funding the Long Term Financial Plan, so the 7 year time
frame is consistent with that plan. 7 years is also the maximum period for a Special Rate
Variation approved by IPART, thereby minimising the annual cost increase. Asset conditions
will improve significantly in this time and there would then be a substantial saving in annual
asset maintenance costs of approximately $3 million per annum. There is limited scope for
spending on new assets.
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Option 3 - Real increased income of 9.5% above Rate Peq each year over 7 years

This Scenario provides for an increase of 12.5% in General Rates (assuming the Rate Peg is
3%) each year for 7 years. It is similar to Scenario 2 in closing the asset gap over 7 years,
but allows an additional $5 million per year that could be spent on new assets.

Some important factors to note in relation to these options:

e They only relate to the Ordinary Rates portion of the rates, estimated to be an
average of $868 per house. These options do not relate to water and sewer or waste
charges.

e |f successful, option 2 and 3 would commence in July 2013.

e Seven year time frame was the longest time permissible under the IPART guidelines,
allowed the asset gap to be addressed in an optimal time and minimised the impact
on rate payers

The Engagement Plan

Stage 2 consultation was developed in accordance with Council’'s Engage Me policy and
framework and used a variety of methods to engage the community at the three different
levels of inform, connect and engage.

The engagement process started on 14 November 2012 and was scheduled to cease on 2
December 2012. Due to the increased level of response in the last week and to allow extra
time for postal replies to be received, the closing date for responses was extended to 4
December 2012. Approximately 40 voting forms have been received after the extended
closing date and it was not possible to include them in the current analysis. However, they
will be included in the final analysis along with any others received in the interim.

The condensed timing of this consultation phase was to deliver the message quickly to
ensure it remained in people’s mind, to focus attention on the proposed funding options and
to meet IPART timeframes should Council decide to submit an application for a Special Rate
Variation. Community consultation on this issue was not appropriate while the previous
Council was in caretaker mode prior to the 2012 Council elections. The diversity of options
to have a say were provided to enable the majority of people to have access to provide a
response in a form that suited their situation.
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‘Engage  Me’|Description Engagement modes
spectrum

Inform To provide the public Local Radio and Newspapers
with balanced and ® 3 articles in Shire-Wide News
objective information ¢ 5 media releases in local papers and radio stations
to assist them in e 6 paid advertisements in Central Coast Express/Advocate,
understanding the Wyong Regional Chronicle and Central Coast Grandstand - over
problem, alternatives, 300,000 exposures of these ads to local residents
opportunities and/or e 4 page supplement in the Express/Advocate on 16/11/12 —
solutions. 58,000 circulation

303 paid radio advertising spots on 2GO, SeaFM, StarFM

20 community service announcements on 2GO

10 x 15 second live reads just before news on SeaFM

18 radio news items and 1 television news story on NBN

News articles in Express Advocate, Wyong Regional Chronicle

and Lakes Mail.

Online presence

e Council's web-site uploaded with relevant information - 2,684 hits
on council’s web site

e Council's on-line survey via web site engagement hub

e Use of social media, Facebook and Twitter - 1,013 Facebook
posts, 10 Twitter posts

e Advertising on Business Insider web site, linking to Council’s
online survey. During the campaign the ads were delivered
4,776 times and the web site had 2,148 visits.

Face to face

e Information booklet produced, 2,900 hard copies distributed via
libraries, child care centres, other Council facilities, Councillors,
Council staff, local residents, shopping centre displays and
commuters at railway stations

e Manned displays at shopping centres — 18 hours total, 96
contacts

e Customer Contact and Library staff actively promoted the
process during each contact with the public.

Direct mall

e Electronic copy of the information booklet sent to all members of
the Library Services database and Child Care data base - 3,200
contacts

e Electronic copy of the information booklet sent to all ratepayers
with an email address - 4,800 contacts

e Electronic copies of the information booklet sent to Councillors,
resident e-panel members, Precinct Committees, local
community groups and committees for distribution to network
contacts

e Copy of information booklet posted to 12,700 non-resident
ratepayers.

Passive notification
e Posters in Council facilities and outlying areas.
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‘Engage  Me’|Description Engagement modes
spectrum
Connect To obtain public e Direct discussions with staff
feedback on analysis,e A random telephone survey of 400 residents conducted by an
alternatives and/or external independent provider
decisions. e An online survey
¢ Reply paid hard copy voting form (or drop off at a Council centre).
Engage To work directly with ® 3 community workshops, 23 participants

the public throughout e 1 precinct committee workshop, 26 participants

the process to ensuree 1 staff workshop, 12 participants

that public concerns e (Note: voting in workshops was via hand held devices).
and aspirations are

consistently

understood and

considered.

As can be seen above there was significant investment to inform, connect and engage with
the community about the process and the opportunity to have their say.

The Engagement Results
The response rate as at 4 December 2012 was as follows:

Response Rate Engagement Strategy

61* 1 staff workshop, 3 community workshops and 1 Precinct Committee
workshop

876 On-line survey

469** Return mail

400 Random telephone survey

44*rx Letters and submissions from community members and associations

1850 Total response rate for stage 2

184 Total response rate for stage 1

2034 TOTAL RESPONSE RATE FOR SERVICE STANDARDS REVIEW
PROJECT

1770 Voting responses from Stage 2

* 19 attendees chose to not vote at the workshops — not included in the voting responses below
**17 respondents did not choose an option — not included in the voting responses below
***A4 were attachments to voting forms or separate letters — not included in the voting responses below

The total number of voting responses was 1,770 as set out in the table below.

Option 1 Option 2 Option 3
Workshops 17% (7) 64% (27) 19% (8)
Phone Survey* 51% (206) 41% (164) 8% (30)
Online Survey 66% (580) 21% (187) 13% (109)
Return Mail Survey | 68% (307) 23% (106) 9% (39)
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e This rate of response is high for a Council engagement process and the random
telephone survey adds validity to the response.

» Preference for Option 2 in workshops
e Telephone survey - support for a rate increase
* Online and mail in - preference for Option 1

e Gender composition balanced for mail-ins; otherwise skewed towards males
(workshops, online) or females (telephone)

e Suburbs generally well-represented in all modes
* Age groups skewed towards 45+ age groups in all modes.

Workshops

The workshops showed a high level of support (83%) for a rate increase. This is directly
related to the opportunity for attendees at the workshops to discuss issues with staff and gain
a better understanding of the options before making a decision. At the start of each workshop
there were attendees who clearly stated that they would not support a rate increase above
the rate peg and subsequently supported Option 2 when they better understood the issues.
This provides confidence that Council’s case for additional rate income is sound.

Telephone Survey.
Option 1 is the most preferred scenario (51%), but there is a significant proportion of the
population (49%) that would accept a rate variation in order to maintain or improve assets.

During the phone survey, respondents were asked an additional question:

“ If Council was to determine that it should make an application to IPART for a special rate
variation, on a scale of 1 to 5 (where 1 means not at all supportive and 5 means very
supportive), how supportive would you be for Council to seek the following options? “ In
answer to this question, 54% of respondents were ‘somewhat supportive’ of Wyong Shire
Council seeking a special rate variation in order to maintain assets, as outlined in Option 2.

The telephone survey is a key element that IPART will consider, so the fact that 54% of
respondents in the phone survey would support a rate increase if Council was to proceed is
significant.
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In addition to stage 2 results, previous random phone surveys have also asked questions
about willingness to pay for improved service delivery, as highlighted below:

2010 Omnibus Survey
Survey question Weekly | Weekly | Weekly | Weekly amt

amt $50c -|amt $25c -|Nothing at alll

Willingness to pay for: Public 27% 25% 18% 30% 100%
works program

Willingness to pay for: 23% 24% 23% 30% 100%
Environmental works program

Willingness to pay for: Community  19% 24% 27% 31% 100%

Development program

2012 Omnibus Survey
Survey question Mean | Weekly [ Weekly | Weekly | Nothing| Don't

Rating | amt $1- [amt $50c |amt $25c¢

Refused
Community willingness to pay

for:

- Public works 26 27.4% 18.4% 9.1% 39.0% 6.1% 100%
- Environmental 29 201% 174% 109% 448% 6.8%  100%
works

- Community 29 155% 19.0% 154% 42.2% 8.0% 100%

Development

While the options presented in these surveys were not exactly the same as the current
options, it supports the view that an informed community is more likely to support Council’s
decision to increase rates, especially where the proposed increases are seen to be a
reasonable weekly amount. The priorities arising from these previous phone surveys are
consistent with the community priorities used in the recent consultation.

Online and Mail in Survey

The high level of support for Option 1 from the online (66%) and mail in survey (68%) is
significantly different to that of the workshops and telephone survey. It is reasonable to
conclude that that the negative response to Options 2 and 3 is largely due to the lack of
understanding of the asset gap and the funding options, together with the fact that in these
types of situations the highest level of response is generally against significant change.

Although a presentation was provided on line and booklets outlining the issues were
provided, it is difficult to confirm if the respondent did read the information.

Other submissions

The 44 separate submissions from community members and organisations were generally in
support of no rate increase, although three did support Option 2. Many of the online and hard
copy voting responses also contained comments on the proposed options and other issues.
The overall level of response was significant and builds on the work that Council has done to
develop and implement the Community strategic Plan.

-10 -
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Some of the feedback through the process can be broadly summarised as:

Uncertainty about where the money will be spent

Uncertainty about which services are at risk if Option 1 is adopted
The size and affordability of the proposed increases
Understanding Council’s efficiency and financial management
Perception of current lack of services

Lack of adequate notification to all ratepayers and residents

The short time frame for the consultation.

Overall, the results from the community workshops and telephone survey give the best
indication of how the community will respond when properly informed. The issues listed
above are also a direct result of the level of understanding which needs to be addressed so
the community is better informed.

However, it is recommended that further consultation with those directly impacted through
rate variations is deemed necessary to assist them to understand the potential impacts of
either option. Details of a plan to address this are included in the section below.

PROPOSAL

Based on the feedback from stage 2, it is recommended that an additional consultation stage
be developed as outlined below.

Additional Engagement Program

Recognising that Council wasn't in a place to identify specific impacts on services for either
option at the time of the Stage 2 workshops, high level themes were provided based on what
the community had already told us and information found in Council’'s Asset Management
and Long Term Financial Plans.

Council staff are currently refining this information through the planning for 2013-17 Strategic
Plan and recommend that a further community consultation process occur based on option 1
and 2 in January 2013. This stage of consultation will focus on the following:

More detail on the savings and efficiency gains Council has made

What services would be affected under option 1

What assets would be improved under option 2

Council has heard your concerns and is providing more information and another

chance to have your say

The response will focus on which option is supported

o Explanation of Council’s December decision and acknowledge the major areas of
concern raised during the current consultation.

e Gaining a higher response rate from the under 45 age groups.

It is recommended that Option 3 not have any further consideration due to the minimal level
of support received.

-11 -



7.14

Service Standards Review - Results of Stage 2 Community Consultation
(contd)

Engagement strategies for the additional community consultation in January 2013 will include
the following:

1.

Media campaign to alert residents

¢ Information will be placed on Council’'s website, facebook and twitter accounts

o Utilise local media through media releases, Shirewide advertising, existing
networks, e-panel and known respondents.

Further direct letter and supplement to all ratepayers in January rates instalment mail-

out.

e This will reach 51,000 instalment ratepayers.

e The remaining 9,000 ratepayers who don’t pay by instalments will be sent the
same information at the same time. Noting that there are 4,700 of these 60,000
who can be contacted via email.

Online survey
e This will contain the same questions as the supplement survey and will allow
residents to provide their input.

Follow-up phone survey to previous respondents

e This will allow for more information to be provided to those previous respondents
and to seek their views on what services should be reduced if Option 1 is
implemented.

e It is likely that some of the original 400 previous respondents will not be
contactable or will not respond, but this will be a valuable source of further
information.

Precinct Committees
e Work with the Precinct Committees to provide information and source feedback
from the members in the time frames required.

Consideration of one workshop for community members.

The costs of this additional engagement program will be met through existing budgets
and / or require a quarter review request. The result of this engagement phase will be
reported to Council on 28 February 2013. At this time Council will need to make a
final determination if a Special Rate Variation will be submitted to IPART by the
closing date of 11 March 2013. If Council decides to move forward with a SRV, the
results of this consultation will then be included in the application and in the 2013/17
IP&R documentation.

IPART Application

The purpose of this stage of the consultation was to inform the community of the asset
funding issue and gain an indication of their willingness to pay increased rates to deliver
improvements to existing assets and service levels. This is a necessary step in the process
of deciding whether to apply to IPART for a Special Rate Variation.

Over the last two years, 25% of the councils in NSW have submitted applications to IPART
for rate increases above the annual rate peg amount. The success of councils has varied,
including changes to years, percentage increases or no increases approved in some cases.

-12 -
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The IPART guidelines for Special Rate Variations set out six criteria that must be satisfied to
achieve a successful application. They are:

1. The need for and purpose of a different revenue path (as requested through the
special variation) is clearly articulated and identified through the council’s Integrated
Planning and Reporting (IP&R) documents, including its Delivery Program and Long
Term Financial Plan. Evidence for this criterion could include evidence of community
need/desire for service levels/project and limited council resourcing alternatives and
the Council’s financial sustainability conducted by the NSW Treasury Corporation.

Status - Council has a high level of information about the community’s desired levels of
service, gathered over several years. This has been linked to information from our asset
management systems to arrive at the priorities for increased asset spending.

As outlined previously a recent report from NSW Treasury Corporation clearly outlines their
concerns about Council’s financial sustainability, stating in part: “Although Council has strong
debt servicing abilities, as indicated by its high forecast DSCR and Interest Cover Ratios, its
cash and investment levels are forecast to be exhausted by 2016. This is a serious liquidity
issue which Council needs to consider, develop options and remodel. Should Council
consider adjusting its capital expenditure program to an affordable level, source additional
operating cash flow or reduce operating cash expense, then additional borrowing could be
considered.” The DLG has also expressed concerns about Council’s financial positon.

2. Evidence that the community is aware of the need for and extent of a rate rise. This
should be clearly spelt out in IP&R documentation and the council must demonstrate
an appropriate variety of engagement methods to ensure opportunity for community
awareness/input. The IP&R documentation should canvas alternatives to a rate rise,
the impact of any rises upon the community and the council’'s consideration of the
community’s capacity and willingness to pay rates.

Status - A wide range of engagement methods were used during the consultation process as
set out in this report. The number of responses indicates that the community had a suitable
level of awareness about the issue. In previous and the current IP&R documentation Council
has highlighted the need for a special rate variation to address our financial and asset
situation to take us forward into the future. The alternatives for a rate rise will be clearly set
out in the draft 2013/17 IP&R documentation that will be on public exhibition in April 2013,
prior to adoption by Council.

3. The impact on affected ratepayers must be reasonable, having regard to both the
current rate levels, existing ratepayer base and the proposed purpose of the variation.
Council's IP&R process should also establish that the proposed rate increases are
affordable having regard to the local community’s capacity to pay.

Status — In the inform strategies, clear documentation was provided to community members
about the purpose of the variation in relation to addressing the asset gap, expected costs to
the ratepayer and Council’'s overall financial position. There is further research to be done
on the community’s capacity to pay for a proposed increase. That will occur if Council
decides to proceed with an SRV application and will also be included in the draft 2013/17
IP&R documentation that will be on public exhibition in April 2013, prior to adoption by
Council.

-13 -
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Council's general rates are consistently below the average for Group 7 councils and the
NSW average. This has kept the overall cost to ratepayers as low as possible for many
years. Council's Hardship Policy will also assist those ratepayers who have difficulty in
meeting their commitments.

4. The proposed Delivery Program and Long Term Financial Plan must show evidence
of realistic assumptions.

Status - The current Delivery Program and Long Term Financial Plan both include realistic
assumptions which are supported by detailed information from Council’'s Asset Management
systems.

5. An explanation of the productivity improvements and cost containment strategies the
council has realised in past years, and plans to realise over the proposed special
variation period.

Status - Council has reduced its operating deficit from $30M to $12M over the last 2 years
and has a large amount of data to include in an SRV application to support this. Examples of
some recent productivity improvements are outlined in the Background section of this report.

6. IPART’s assessment of the matters set out below, against criteria 1-5 above.

size of the council

resources of a council

size (both actual $ and %) of increase requested

current rate levels and previous rate rises

purpose of the special variation

any other matter considered relevant in the assessment of a special variation
application.

Status - Council has had no previous Special Rate Variations. Current general rates are
below both the average for Group 7 councils and the NSW average.

When Council commenced the Service Standards Review in May 2012, the process was
based on full compliance with the IPART guidelines at that time. Prior consultation with the
community has also been based on compliance with the IPART guidelines. IPART
administers the SRV process on behalf of the Division of Local Government (DLG). In
November 2012, the DLG issued amended guidelines as set out above. It was not until
Council had commenced its Stage 2 engagement process that IPART was able to advise
councils how the new guidelines would be implemented and the subsequent effect that has
on councils considering an SRV.

The main focus of the new guidelines is to ensure councils have fully met their Integrated
Planning and Reporting (IP&R) obligations and that the case for an SRV is fully documented
in the 4 Year Delivery Program, Long Term Financial Plan and other associated documents.
Consultation with the community must be carried out in conjunction with the development
and adoption of these documents. Council has been working towards that objective. Some
information is already in the current adopted IP&R documentation, the remainder can only be
included after the current round of consultation and will be included in the 2013/17 IP&R
documentation.
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7.14 Service Standards Review - Results of Stage 2 Community Consultation
(contd)

Advice from IPART is that to fully meet criteria 2 and 3, a council must have all
documentation in its adopted 4 year Delivery Program before the SRV application closing
date of 11/03/13. Council staff have challenged this interpretation of the guidelines and have
raised concerns about the retrospective “changing of the goal posts” by DLG/IPART.
Representations to both DLG and IPART are continuing with a view to quick resolution. The
issue should not be a barrier to Council deciding to proceed with an SRV application.

There are 2 special variation options under the Local Government Act:

1. A single year increase under section 508(2). This can be a one-off (single year)
percentage increase that remains permanently in the rate base or a one-off (single
year) percentage increase that remains in the rate base for a fixed number of years.
At the end of the fixed period the rate base is adjusted to match the rate peg path

2. A multi-year increase (of between 2 and 7 years) under section 508A. Successive
annual percentage increases (for between 2 and 7 years), which remain permanently
in the rate base.

The two SRV options discussed with the community (Options 2 and 3) both involve an
application under S508A for increases over the maximum 7 year period. Anything less than
this will not provide the necessary amount of funding over the optimum time frame for
Council to carry out the asset improvement work, which if not completed will impact on the
services and the ongoing maintenance costs of these assets.

In considering submitting an SRV application to IPART the following must be considered:

— Notification of intent submit to IPART is required by 14 December 2012. If this is made
it does not prejudice the Council’s ability to stop any subsequent action on a Special
Rate Variation application

— The submission to IPART is due on 11 March 2013

— The submission is a significant amount of work and will take staff months to develop
the submission, this must commence December / January.

— Once submitted to IPART, IPART calls for public submissions on any applications
received which provides residents and stakeholders an opportunity to provide comment
directly to IPART. In addition, details will be included in Council’s draft 2013/17
Strategic Plan which will be on public exhibition during April 2013, Council will consider
any submissions made at that time.

— IPART can decide to not approve an application, to amend the number of years or the
level of increase.

— If IPART approve a SRV, Council can decide to not apply the full rate, this may happen
if we're tracking better than expected, if assets are rationalised or alternate sources of
income are found

— If successful there will be requirements to report to the community on the status.

Since 2010 Council has been on the path to break even by 2014/15 which required a special
rate variation to deliver the income required. Over the past year significant community
consultation has occurred to identify the community’s values and desires and their
willingness to pay for a special rate variation. The alternative is to reduce our level of
service.
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7.14 Service Standards Review - Results of Stage 2 Community Consultation
(contd)

Council has undertaken productivity efficiencies which have produced an annual saving of
$18million, while still maintaining the broad level of service and increasing funds towards
asset management. It is recognised that we can not provide services or assets at best
practice level and we have over the years worked towards delivering services at a level
which provides best value for our community. We can not continue to provide the level of
services we currently do without further income or a reduction in services.

OPTIONS

Option 1 — Notify IPART of our intent (in December) to submit a Special Rate Variation

and undertake a further engagement process focused on Option 1 and 2.

e This option is recommended as it does not preclude Council from not submitting an
application by the due date of 11 March 2013. If it does not occur, there is no option to
make an application for 2013/14.

e This option also provides more clarity to the community on option 1 and 2 and the
specifics of what it will mean.

o A further report to Council will provide the results of this additional engagement process
and will require a final decision from Council in February if a special rate variation
application will be made.

Option 2 — Notify IPART of our intent and submit a Special Rate Variation for 2013/14

e This is not recommended at this stage. The community have highlighted their need for
further information, which will assist them in making an informed decision. The additional
engagement program will enable this to occur.

Option 3 — Delay IPART SRV application to beyond 2013/14

e This option is not recommended as it does not address the asset gap and our assets will
continue to deteriorate leading to increased maintenance costs and possible
rationalisation.

e There will need to be reduced levels of service to the community identified for 2013/14.

e There may be a requirement to recommence or undertake further engagement at a later
date.

Option 4 — Do not submit a Special Rate Variation

e That would mean the asset gap would not be closed unless $20M in service cuts, staff
cuts and / or asset closures were implemented during 2013/14.

e This would require further community consultation to identify the services to be cut at
such a large level.

STRATEGIC LINKS

Wyong Shire Council Strategic / Annual Plan

The proposal assists compliance with Council’s Integrated Planning Framework through
using community consultation to inform the Strategic Planning process.

Contribution of Proposal to the Principal Activity

The proposal affects all Principal Activities and Services as it is a review of all service levels
across the organisation.
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7.14 Service Standards Review - Results of Stage 2 Community Consultation
(contd)

Long Term Financial Strategy

The proposal will provide information which will inform the Long Term Financial Strategy.
Final decisions on a special rate variation will have impact on future expenditure and funding
sources.

Asset Management Strategy

Assets are used to provide services. As this proposal will affect service levels, so it will affect
the assets used to provide them.

Workforce Management Strategy

Staff resources are used to provide services so it will impact the Workforce Management
Strategy.

Link to Community Strategic Plan (2030)

The proposal will impact on the services Council provides towards achieving the Community
Strategic Plan objectives. They will be considered during the consultation and decision-
making process.

Budget Impact

If required, a request for funding for the additional consultation in January/February 2013 will
be submitted as part of the Quarterly Budget Review process.

CONSULTATION

Consultation undertaken in Stage 1 and 2 is outlined in the body of the report. In addition,
extensive community consultation was undertaken with the community to develop the
Community Strategic Plan and other strategic documents to guide the work of Council.

GOVERNANCE AND POLICY IMPLICATIONS

The proposal complies with Council’s Engagement Strategy. It also complies with the
Department of Local Government Integrated Planning and Reporting Framework
requirements as the information gathered will be used in Council’'s Strategic Planning
process.

MATERIAL RISKS AND ISSUES

If we don’t thoroughly engage the community, there is no chance of a successful SRV
application to IPART, should Council decide to adopt that option. This will lead to a financial
situation where Council cuts to services and capital expenditure is a reality.

The proposed further consultation will support Council's chances of a successful SRV
application and provide the community that had difficulty in choosing Option 1 or Option 2
with further information on what Council has done to improve the business and cut costs,
where the money will be spent and what services would be impacted.
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7.14 Service Standards Review - Results of Stage 2 Community Consultation
(contd)

CONCLUSION

Council is facing a difficult decision, managing more than $2.5 billion in ageing assets as well
as continuing to provide the services the community has become accustomed to. With a
shortfall in $121 million to bring our assets up to a satisfactory condition and the increasing
population coming into the area, the current status quo can not remain, services will need to
be reduced or further income will be required. This will be dependent on the option adopted
by Council.

Since 2010 Council has identified a clear path to be financially sustainable by 2014/15 which
was reliant on productivity and efficiency savings as well as a Special Rate Variation. Without
this approach, council’s financial sustainability is at risk.

Independent reports from NSW Treasury Corporation and the Division of Local Government
highlighted concerns with Council’s financial sustainability and asset management. Council
has worked toward addressing these concerns through the productivity improvements
already underway and our approach to continuous improvement. Council's changes in its
financial situation and the Service Standards Review program are evidence of the
commitment to maintain best value services to the community.

Over the last five years Council has undertaken significant engagement with the community
to identify their values and desires. This has been supplemented over the last year with
Stage 1 and 2 of the Service Standards Review consultation. These stages have gathered
over 2000 responses, in addition to the more than 3500 thousand responses received
through the development of the Community Strategic Plan. While the response to date
provides confidence that Council's case for additional rate income is sound, based on
feedback from Stage 2 it is recommended that an additional engagement process be
undertaken in January / February on option 1 and 2 only to assist Council to make a
determination if a Special Rate Variation will be submitted to IPART.

ATTACHMENTS
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Attachment 1 Attachment 1 - Council report and resolution - Initiation of SSR - 23 Nov 2011

At 1
FOR ACTION

ORDINARY MEETIMG 23201

TO: Chizf Financial i cer {Cate Trvers:

Subject: 2012-16 Dahvary Plan Comm iy Sy
Author: <AL HEOH=

Target Date; oFA22011

Woles!

RESOLVED wvranimously on e mobtion of Councillor SYMINGTON and seconded by
Councliiiar VINCENT:

1 Thal Councif sulhorise Ihe General Manager !o commence consuftasion with e
commiunify on the 2002-2016 WEC Couneil Slralegle Plan including defining the Four
Year Delivery Plan service fevels and community priorites.

2 That Ceuncif Aothorfse e Genersd Mandger e yngage Bn independent spaciafist 1o
devafop & Community Engagsment Program and conduoct 3 series of aclivilies,
inciuding = Community Survey, in keeping with Council's Communily Engagomant
Srrategy, o deternine  The commilnilics needs, service priorities, desired lavels af
zervice, and preparedness to pay for 3arvices,

E) That the General Manager fogort back to Caunc!! tha Inillal resuile of the community
engzgemeni in March to inform Councll's prioriisabieon of services and cagilal o
enabie the finalisation of the 2612-2076 WSC Council Swrategic Bian.

FOT: COUMCILLORE DC2T, EATOH. GAAHAKM, MATTHE WS, MIBRICE. MO TARARA, STRINGTON,
WIMCESNT, WEBSTER kD WYMMH
AGAINET M1

pen ltam in Ainules

A Resolidion of Council has been assigrad 1 you lor Acign.

= Click om1he abowe bk B wview the aclion

» Click omthe 4 Huaning Man leon on the EBF oolbar in Microsal Word, Lo,
- add noles reqarding the progress of e action, or
- reaggign the action e ancther Hheor or
- Fnplise the actian.

+ Al ol lhasa tasks will automatcally be cpdated in THIM.
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Attachment 1

Attachment 1 - Council report and resolution - Initiation of SSR - 23 Nov 2011

25 Novernbae 2301 Directer's Repart
Ta the Qrdinary Council Moot Corporate Senaces Droanrant
5.4 2012-16 Delivary Flan Cammunity Survey

1AM HEFERF HCE: FAHI4NNO6 - 22355916
BLTHOR: Sate Treans; Chied Frssescml SFliser

D.49ARY

Tre adopled 2012-2015 WEC Statogec Pan idenftlied Cournril's lzng term fitancial
sustainabliity iargr1 of A break-even oporating resall by 30 June 2315, and that o achswe
this Countil would target ar: opereling skertfal of $10,000,000 in 2012-2013  Underp:nnimg
this there 15 a recd e condud! community engagemert ana corsultalon ko assess the
1:&!11Inun|tli:'s' necds, servoe priorities. derired levels of sevico, and Lhe praparedness (o pay
iy 2rder to achieve largeted anniza’ reduction T Semccs £ sowiod Levels,

REC MMz NDATION

1 That Coungll authansg fthe Goneral Marager o eommsnce consallakian with the
COMMLIY on IAa 20T22018 WSC Counal Shalogic Flan irciading defining ike Faur
¥iar Cefivery Plan seovice ovals and commmuonity orenfies,

2 That Ceuncll gUAaNze e Ganeral Managor (o engage an independent spacalist o
davalop 7 Commundy Cngsgemant Program and condivc! & saces o aciiviies,
ingging & Commumly Sunsel an kooping wilh Councrs Commonity Engagement
Srralegy, e daferming e pammuniics noods, sonace proriids. desred fevels of
SENICR, angd preparednass 1 pay for sensces.

a That ther Genera! Manager report back t2 Council B8 inifal resuits of e commuiny
chgapenant i Mars oonform Counsil's pronfisstion of sendces and camilnt b enato
tha finatsadoe of the 2012-2016 WES Counol Strateqe Sian.

OAMMARY MEETING HELD O 23 NOYEMEER 2011

AESCH VEL unanimously on tha moifon of Cooneifior SYMINGTON and secomadws by
Councillar VINCENT:

! That Counci! sulhorise the General Manager fg comalencse consuiiatian with tha
commutifly on the 2012-2016 WSC Cooncit Sirategic Plan inclirding defining tha
Four Year Delivery Plan senvice levels and commynity priorities.

a That Coonell suthariza the Generg! Manager 1o angage an independant spacialist
i dewvelop & Community Engagement Program and conduct a serics of aclivilies,
incfuding a Comumunity Swvivey, in keeping  with Councll's  Community
Engagemant Strategy, fo delararne e communities meeds, service priarilics,
dasired levels of service, and preparedness to pay fgr services,

3 Thal the Gaenaral Manager repord back o Coungil the inftial rezuells of the
community engagement in Marcir to inform Council'a grioriization of services
and capfial lo anable tha finalisation of the 2012.2016 WSC Council Strategic
Fiasm.
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6.4 201218 Delivery Plan Community Swreey (cantd)

FiaR: COUNG LLOMNE BEST, EATON, GRASAM, WaTTEREWER, MCIGIDE, RCHAMARA,
SYMINCTOR, WS GEHT WEBSTER AND Wiy

ALalLST HIL
BACKGROU ML

W'SC is required 1o adopt she DLE's Integrated Flanning and Resaring Framenwons from

T 2113 ac andd oF b Mmoo 5 Conm-tlo
iy elile dI PERL O LR diUup O helidieil B T

Community Shategs Plan. Four Year Gelivery Plan, Annual Flan, Leag Term Fiaancial
Sicatogy (10 year) (LTFZ) Asse) Managemen: Swaleny and Wok'orce  Marageansn
Siratagy,

In 2010 Counsil mmplemuentes the framework as an iniha! slep ie ofmplyng wilh the
requiraments, haowaver deilied the need 1o fuither consulh wiih fhe community on service
levels ard Counels izng terme rancal sustaimabibty. Az pan of this process Caanci
timetabled pregrama for 231°-2012 o mprove Counc'l's financial pesition and irform
Caunci’'s 2H2-2016 Four Year Delvey Program: prionties,

Council adopted the 2012-2715 WSO Strategiz Plan on 22 Jave 2007 wihnch iacludod the
annual Plam and Foar Year Dalwery Piaa, the Long Temn Financial Strateqy, Asset
PManagemeant Slratogy, and Woikforco Strategy. The Long Term Finanaial Btrategy idantified
future operating s9ori-fals whicn are Eaarcialy unzustianable. and zdopted an intervention

Tha Larg Teon Tnancal Strategy identifed for 2212-2013 the infroducton of 2 chanyge 1o
fhe rating structure te @ mirimem rele and reduction of Operating Daficit 12 516,000,020
{shor-tall). The Loryg Tern Einancial Strategy alze gendited 1e iavestigation of a speraial
variabion i 2013-2014 10 furd esscatial infrastrcstire subject 1o the agsessment M senvice
BWE'S CAM MRty e

CURRENT STATUS

W3 Paz conducted significen. consultalinn wih the Communly in the process 4
formulat ng and informing the Communily Strategic Plan.

In 20C8-2539 Councl conducted o series of comsulations with gwer 5,000 resedents of
Yyong Shire, inforraficn so0ss ons ard workshops with state government cepresenlalives
and carmmunily referones groups thal ‘omalated prznty objectives fom how e Cormmunily
could cist rnprave the guality of Ife on the Contenl Sonst aver the nest 20 years, The
Community Sieategic Plan wes hrsy adopted by Couneil in 2205, and cpdated sn 2010,

In 201C Council condusied a Service Delivary Heviaw which [Soused o how Sounc:l coold
mmprove  prodosledy far lhe oparalional zemice delivory process ad resdited in a
reorganisalion ol Counci's infemal resources. Thls rostted e detilod  sawings !
opportunit oo of 3903000, and 80 on-going roezurront prooostod saving of ap 1o SF.6m per
arnur. To gale as at the end Auguel 2011, 2avings have boem achieved including 52.2m
ore-ofl and $3.0m i recurren savings. Councl conbnues 10 reviov U's oost base and has
been ruaning internal innovalion campaigas

In 2011-2012 Sounel identtied sne following actiors in the LTS 18 imprava Caargii's lang
e Sustairabelity ‘needing:
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6.4 201216 Delivery Plan Community Surdey [Gomld)

*. HAeview of LEF &ad a review of land 2onings as appropr.ala

2. Establish A propemy investment potlalic and reviaw exishing gropery ascets (o
“nadineitd imwastmenl potential and future irgoms genoralion

Z. Hoview ane reduce aperating costs including asset rationalization

4. Targel anqual reductian in Services £ Sendce Lovels, maxirise usor pays whare
appropnata and ensurg pnces reflect the actual operatng cosls al each service

Cons Ltation on ilems §and 2 has aready commensed, item 3 is aging actionga thrcogh the
individual semrviod Jail business plang, and wom 4 reguires Souncil o gonsult wiln the
Cammunily on service levels, camntunily nesds, priontics and willngess o pay.

THE PHOFOSAL

That Courecil develop a Community Fngagement Frogram and engage an mdependenl
cohEultart with e recessary Skills &nd capovicrae 1z sonsull wilh the community on thedr
senvite netds and axpectaions, prionfies and pregaredness o pay for changes in sondoo
leweels, a1 raport back e CSouneil

Thes Cornmunty Engagemeart Pragram vall 12 antity a series af cansulations o osour with tho
carcnnuily coer teclee: 2o ghiecn montk 5 aid provide inlermanan g ifzrm the prionties an
thir 2092- 2016 WEC Community Siraweac Flan and to provide feedkack to the community
‘rorn the cansulatian.

The: initiel prisese will inc.wde a Carnmunly Survay which provides a baselineg for what the
corrmunity values i sorvice delvery and wkat Iheir nesds are.  To ensure 1hat lhe
cormrnanily outcomes dre geliorable by Cooncil, tis will inclde informaticn onowhat diferert
levels ol serice cos! o provede and ask e carmmundy for leedtack on whatl lhay ama
prapared Lo pay for different semvices,

A5 Counci! aiready has signiican! arnual crdertunding gt recurrent expendilure (23101 1
Qperating Delizit F17.4m, 201112 Bdgsled Qperating Deficit 37 4.9m), the challerge is e
manage communily expectatians around whal s sfiordable,  This alse represents the
oprattunily for the communiby 10 ety sarvices they see as discresianany which Counegil
should reduce 1 save costs S or divart morey |3 mora imparian services, and ar cease.

SETRATEGIC LIMNKS

Wyong Shire Council Strategicd Anoual Plan

The cammuniy consiatation pregram will icform the 20122016 WEE Community Siraleqic
Flan prigrities.

Contribution of Proposal to the Principal Acllvity

Caunc:'s senices span all principal activiies, with the poential of the communiy
consulation impacling acress the bgard, Due o vnlunded fssues b is expecied thal some
services will ingrease, whilst thers may dacreasa ar alternate lundicg sanrces (pg usar

pays] te identified.
Long Term Financial Strategy

Counol's LTES idenbfies e challanges facmg WHE in meeting he cuarrent levels < serace
woa hrascaly sustainable manner and the precocted opetating shert-fals without Counci:
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6.4 2M2-16 Dalivery Flan Communily Survey {contd)

interverlion. To adaress this Council has adopted a four year strategy o relum Council's
firancial position 10 an Coersting break-ewan thefore capital grartis) by 340 June 2043

Counil's LTFS identified Lhat:
“In 2E11M 2 Councdl wall reviews Servicos anc agscts employed 0 maximse senvice
dEliveny §N BCanamic onlzomes for the cerimunily.
Long torm tnancial soslainatilty s dependenl gn Courcil being able 1o meet daiky
soeralans recunen! exporditure within tne Qpermling Income soarcws”
[Wprong Stre Caunod Siratagic Fian JOT1-2015, page 144).
Counci's LTFS alse adopted Financial Buslainabil ly Targeds o manage to an Operaling
Surofuz and Lo Achieve susinabiiby in assat management, rough an adopied Bwis ng and
Infrasiructure Renewa's ralio = 1.0 and an Assel Sostmnatihty ralia of = €50 par year.
Agset Management Srategy
The commun'ty zonsiatipn orogram will inkzmm lhe 2012-2018 WEC Commurity Siraegic

Flan preziitios which will impact en whal assets councld employs o prasaie senvices, and
whal lave’ ¢! Mmaintenance S operations are required W Meet Cammunity needs.

Worklorce Management Strategy

The commenity consLBation grogram will imfonm the 2012-2016 WSS Communily Slralegic
Plan priortics and may impacl on the long ernowarkforee reguirements lor Seancel

Link to Communily Sirategic Flan (2030

Tha commanity consuliation program will inlorm fhe E012-2016 WSS Community Strategiz
Plan prionties

Budget Impact

Council's 2011-2012 Anrual Budget includes a provissen of $3C.000 for a Communily Somey
grd 325,000 resources to auppor; 1ne process throagh the ongoing wmplemeniation of the
NLG's Integrated FiRnning and Repating ramaworks.

CONSULTATIOMN

The subjact of this report will forrm the bagis of project brig! zrd cammunity cansuhatian.
GOVERNANCE AND POLICY IMPLICATIONS

The results of the Commurily Sureey will be bk ondarm Counel's Slrateges Plannng
Framework.

MATERIAL RISKS AND ISSUES

Balanctng commurily needs agangl Cound I's [0ag tam hmansial sustainab:ity, b ansurea
tha! the communily assels and anemty are ma nioined o fature generations.
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6.4 2 2-16 Delivery Plan Community Survay {contd)

CONGLUSI0ON

That CGouncil aulhonse the Sereral Manager 1o eraceed wih developing and isnptementing a
Sammuely engagerman! program g prowde infareadion lar deasion making n the 2012-
2018 Community Sraleg & Plan ard thas the milial resuls be repeien back 10 Gounwil's
February planring workshops and o Counol 1o assist in delamining the prgnitization of
Courcil's  somvices, establish agreed serene lovel, and ocoswre IR0 communities
urgarstanding of 1ng casts ol diflerort sericd prov.sicns,

ATTACHMENTS

ML
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Attachment 2 - Council report and resolution - Results of Stage 1 - 24 October 2012

FOR ACTION

ORDIMARY MEETIMNG 247ty2012

TO: Marage: Wirkplaca Change (Darmd Rayriar)

Subjeet: Hervice Standards Reviaw - Besalts ! Stage 1 Com oty Sonsg kg
Author: <AUTHDR>
Target Date: A 20

RESCOLVED unanimoudfy an the fackion of Coonciffor NAYNA and secondad By Councillar
WEDSTER:

{ That Cowhell receive the repord on the Service Slandards Peview and nole he
cancg o

2 Thar Counci! gonduel a second phase of detaed community cansuliztion during
Movamber/Dacembar 2012, on the communiiy's willlagress to pay for each of the
Ihree Funding Goerarios.

3 That Councit request the General Manager 1o repor! the resulls of this  consuliaifon

oL topn ag pﬂn oilila offar

aoamalatioam
LS PR lUs wmF el PR e aer

4 That Council delegate [o the General Manager the authority o take necessary ACNon Lo
comply with IFPAART deadiines for 4 Specfal Aade Variation spplication doring
Degember, 22, subiect o

a}

i)
¢}

Fo

AGA MET.

the resplfts of the November conswitalion showing coimmunily support for sich
action

any auch action being reported lo the first Godinary meeling of Coungil in 2013
there is Ao prefudfer fto Couneil’s abifity to siop any subsequent daciion ot &
Special Rare Variation application,

COUNC L_ORE BEST, TATON, GEAMUAM, GREENWLLL, AN, TAYLDE, [HUT, VINCENT
AN0CWESSTER

ML

_Q&r‘. Her in M rufes

& Hezsluton of Council has beon assigrad ke you For Actian.

Zlick on the g2bove link to view the action

Click on ihe 4 Aunnirg Man lgon gn the EBF toolbar in Microsoft Word, too
- gdd notes regarding the progress o the aclicn, or

- reasskgn ihe action to anoiher officor o

- finaliae the action,

Al o there tasks will autcmaliza'ly be updated in TRIM,
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Attachment 2 - Council report and resolution - Results of Stage 1 - 24 October 2012

ADDITIONAL ITEM

24 October 212 Director's Repaornt
T& 1ne Ordinary Cannsil Meeing Corporat: Senicus Department

2.5

Service Standards Review - Results of Stage 1 Community
Consultallan

T3 M ASFERENCE: FEH 200528 - 003033215
MAKNATRER. M Kengan, NDiegior Genmuniby aro Resrmatan Semeees
AUTHOR: Lany Hagrier, Managa: Warkplee: Chiuge:

SUMMARY

Ovwar the past twn yaars, Council has pul significant offor inte reducing iis defict, creating
efficiencips And producinily morovemcnts. implerenting cust savings and increasing
income to cortinue delivenng & range of senvices o e cammueity. This bas reduced the
celinit Ingm $35m (o $15m in fwo years, with funhcr reduchian bo break-even i 201415,

There 15 now limited scope bor fudher sgniticant inleral savicgs, soin earky 2017 Coun il
commenced a process (5 oidentfy how futhor firancEl suslainabilly could be achiswerd.
Significan: community corsulkation has occumred o wantity values and prolies. This
information nas boon used 10 guide Souscl stafl in planring wture service lewels ard
reviewing our Lorg Tern Foaanoal Plan. This work has iderlilied 3 scenarios for Soungl's
finanzial fature.

This reporl Rghlights the consuitalsn uncdedaken b lesl lhose Drde scenarios ard
recommends  an  extonsye  engagement  process  with the  dommunity dfuring
MoverbonTiecomber 2012 on these scenacios and now wilingness o pay ler these spvices

lerwes|s.,

RECOMMENCATION

H That Council recelve the repor! on the Sarvice Standards Rewew and nore Ihe
CanGiLSon.

2  That Council conduct 8 second phase of dedaited communily conrullation during
MovamberDecanmiar 2012, on the communily's willingnaess {o pay for eecf of The
thirae Funding Scenarios.

I That Councll reques! the General Manager 1o report e resulls of g
consuffalion as sooh a% possible afer completion.

4 That Courmcil defegate to the Genera! Manager the auihorily o roke necessary

sction {0 comply wilh IFART deaglines for 3 Special Rete Variation appication
during December, 2012, subject a:

a} the resulls of the November consuilation showing commoenity
suppor for sucl aclion

i Zny such action being reported {a the first Crdinary meeting of
Council In 2013

¢} thers is ma prefudice (o Council’s ability 1o zlap any subsequent
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5.3 Service Standards Review - Resuls of Stage 1 Community Consultalicn
{eonld)

action on a Spacial Rate Variation application,

BACKGROLMND

Council's adapted Laorg Temm F nanciel Strategy identities the investigation af a Special Rate
Varigtior. [SAY) in 2813-2014 1o fund essential :rirastraciure, sabject o the assessment ol
senice levels and caommunity negds. An pssential lirs? skep in analysing the need for such a
wdrialior: 14 0 ass9ss sennoe iewsis and community neecs. Council resolved ir Movember
2011 e commerse consultalion wilh Mg commanily Sn 2arvicd evels and comimunity
priontics ‘n oder 1o provide additeanal iklormaton b asssl Counse's Stratoge Plann g
process. The ma e foous on o mgwving Council’s ftancial situatan was wel. underway at tho
I'me and “his typa of intormation is essential or spund business Tianning. While etiors o
reduce Counci ‘s aperating deficit wiere s1ar.ng to have preilive impact, the cost gt fulare
sery op fuvels dleo needed to be laken into consideraticn. Uid the community's eequired
ey e JBvels ane Khoon, Asturate 0iure coshing carrnal not be developed, so tha cormmunity
consullalion process is an gssenlia. Tra step, Gonsuiting hnm Ten s Twylords was engages
[z facibtale the communily consultai.on process, using best Zractica rechnigues.

CoLngl hag adapted & commurity engagement feamewark “Engage Me” which (s based on
infuslry bes! praclice. For Slage 1 of the S8R, a Community Engagemert Flan was
devalopes using the ‘Engage Me” framework. The caommunily gngagement process was
branded “Your Place, Your Say, Your Future” and wias desgned o inform and connect with
the commanity. & surmmary ¢ the vanous mathods used is 581 out Inthe @E0le below:

‘Engage  MefRescription Engagenienl wrdes
Pl g1 {Ty )]

Infzrm To pronde the public with- Factshesgts
balanoed and abjaclive,
wilarmation 1o asstd dhem @ \
undcrsiandng e problem,” Mayar's coumn
alternatives, opportunities andf®r Emails 1 commupity graups and associaticns

sofudians. + 1203 postcards handed out &1 cailway statiens,
[;braries, ¢hsld care cenlres and events.

= LR posiers at community tacilities and Cownsil
+  Gouncil's wab-site and social madia

+  Gesuncil staff word of mouth
Connect To obtgin public feedback ene Raputation survey P30, SO0 paticipants
zgzi!ﬁ% altematives  and®™r,  mnibes SHvayS 2010, 152 parksipanls
' +  Chnnibirs sumeays 2012, 415 psAigipanis
= Ornline survay 2012, 112 paricipants
Caonnact To work direcily with the publice 3 commurity workshops, 37 participants

ihroughout the process [ ensure, 4 gaf who are reskents warkshop, 25
thet  publin  concerns  and  podicnams
aspirafiens Aare  consisiently

wrndfarsteod and consideren.

Paid adwartising-Radio and print medr
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5.5 Servipe Standards Review - Hesults of Stage 1 Community Consultalion
feontd)

The analysis was alss in‘ormed thraugh the sigaticart amount of commurity consyiatoe
Cowicil Fas carmed aut in sezenl years, Examples include Qaanty of Life Survey, selephone
ard onling gustomer satisfaction and reputatvon surveys, warkshops, 1arums, world cafes and
clher achvidies for 1ne Youth Engagemeant Strategy, Sommunity Plas, Leaming Somsnurities
Sttalegy, Commurity Fac lities Review and Cn-Road Bieycic and Sharcd Pathezys Stralagy.
In preparing its Cammunty Strategic Plan in 2005, Council undertoos extengye and in-diea™
Commonity consollatens in 2007 and 2008, where more then 3500 residents partcipatod n
VaMoLs forms of consaitaticn for a rumber of dilleren: Ceuncil stralegic pragrams,

ToroeTwyfonds  analysed all e avaiable dela usicg 8 orecognisec methooobsgy  and
prodaced a repon on ihe resets of ine consuliabion. Some of the Fighlighis fram. the Stage
crnsublalon wosd
« Shre resigents overwhe m iy love their Shire ard feel i1 iz 2 gooo place Lo live
v Sltong pralarased for Cournci. e be tinancally 5.as1ainable
General preference amorg resdonts for Naintairing and pretecding the bushtand,
coasting, lakes and the estuary within the Shivg
Sirong suppsrt for gyele-ways, sports and seoreation lacilities
 Bireng proferonce for sustainakdity
v Peeference lor hbraccs and communty  cenlres, lacilities 1nat help promae
caramunity spiri.
«  Consislently sirong pretererce for Pigh qualily reads and darage
v Sirongy favow goenealien of ucul emo'eyment opporlunilies and development af
laurise
I ow g medrm satisiact oo with 1he guerzll leves af servicoe providod

Lising thig infommation, Councls Service Unit Maragors have compared 109 cammuniys
roquircdd levels of zonice against ie currant eval of cenice Being pravided 10 idenhly gaps
tnorequired strase Gvels, The mect stage of e orcoess is o iderlify the cosl 24 uture
sendice lovelz and the optior s to land [hemn,

Eazed or the resclts ol Srage 1, staff have cewelpoed & number of fuading options
{zeenarias) 14 meel the commumty’s required sendce leveis in fulure years. Doing Qctoboe
2012, TenixTenr'ords facilitated discussions on ihese stenanng with a Beliberative Waeking
Groun (WL of 14 community members bo test the scenarios and seex a preferance for the
most suitakle cng. The MG members were sourced from Counal's Residert o-Pancl #rc
immlved a mix of gender and age groups. They attendeg wo » three nour sessons wath
Cauncil sta¥f, 1acilijaled by TeninTwyiords, Therg was ng paymert (o members of the CWE
kor Ihair imwealheemant

& naliberatee Werking Groue s nel 8 ducson-making Body. 15 role is o providr thaughtf
andl infpermad inpu i Coangil 5 eact ¢ the 9ral propesed fandirg oplians, te help Soungil
finalise 1ne funding options to lake out 10 the broader commanity. The aroup sonsicered
issL s suehk as:
kely mpass on the commurity of the var-ows optiors
- atvanlages and disadvantages o each

- anmeas needing fodner consideration by Council (lor exampie, how o minimise
impacks]
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2.5

Lervige Standarda Review - Results af Staqe 1 Community Cansulkation
|contd]

Ihings Counol may have messed, ways b imareed e cpliuns

tno validity o agsumrplions underlying each o the lunding cptiors

The DVWG also provided indut as Lz the drafl oplion 19ay preder, wsing crtcng teat wote
dovalaped durrg e sestiors

Having rocoivid thig inpit aod wor<oed with 1ne WS, Council ig in & poeitien 10 finghizc the
funding opl ons wih confidewe,

THE FROPOSAL

II'is arcposed that Councl vse the 3 scenarios tor Council's finangial futire as a basis 1ar
erlansve communily engagement during MoverbenDecember 2012, This will provide an
indicatior. ol the communily's wi lingnrss o pay lor Rach o 1he sgenarios and servioe lewels,
It will glsa prowv'de valuable szervice planning indormstion and assist 7 mesting hs
Independent Pricing and Regulatary Tribura's (IPART] requiements should Coungil degide
te suhiric an applicalign for a Special Bate Var gticn,

Tre nexd siep ig 10 use me scenanos for detaled 310 extensme commurity carsulabior
during Mavamr EreDecemoer 2002 A% bwe < 1ne threg SCENANas regqunt adaim>nal medms 1o
fund fmem, this reund of consukAation mus! address the communite's wi lingness 10 nay o

H—— [ 1
nNLreEgdasu

T Ay I P g O P O 1y iy g | ) E U ol 1.1 ity R Ly
IEWE:S S8 At vile. 1 LA WiEeE L DRIt L Pl LT AT -2 AR et M L

[FART, pront of extensne community consytalian and e commonity's wikingnoss (o pay is
roduircd teaneel IPART cuikelires.

Mary Counzil senanes rely or. the warious szscls that Council cwes. B those assems o not
manained in good congitior. and renewed i 3 dimely mannar, ey DECOmME SAECnsKve i
eperale anc mainlain, more cofiy [0 replace and do not provide the required wewel of seroce
b ke communiZy. We are not replacing them at the same rote as they are weaning oul, whisl
has & rmajor impast on future serdce "evel planning and Czoncil's finarcial soslaimabil by,

Councl’s assel naragamen systams have idenidied a significant shartfa |incine amoun of
money being soent cagn yrar D e J5500 50 hey rerain i1 1l for purpose condition.
Ting gap m assal renewal spending is defailed in Counci-'s annual financial statements aae
veas F142m lor the General Fund ar the end of the 2019714 financial pear. The roed o
dildeess the wsae has been re-gnforced following A recenl review by N3W Treasune Cop,
which raised corserns abou! Cruncil's abil ty to fund the precosed level of “uture spendag to
Biag curicnt 25585 up s the required standard. The T-Corp Raport statoed:

*

“Allhough Courgil has strong debl sendcing abiihes, a8 nd eated By s high lorecast
DO5CR and Interes Cover Ratios, 112 cash and [nvestment lavels 8re forecast t¢ be
exhausted by 2076,

This iz a serious [quidity issue which Council nesds to congdon, dovelop oplons
ang reneodol. Shoodl Gound! consicer adjusting i1s capital expondilure pragram
to an affordable level, souree additional operating cagh low or raducs
nperaling cash expensa, thun avd honal Borrowing could be oong: dered”

Increascd spending or new assets irstead of renowing exsling assels means increasing
mamlerance, vpersting and depreciation costs, all of which direclly affegt fhe annual
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E.5 Service Standards Review - Aesulls of Slage 1 Communily Consultation
{eontd)

tnaroal ool ng mesull. Delayed renewal of existing assets leads 1o irereased operaling
anr maintgrance cosls, which also impact Ihe annual linAncial opeakng resa.

P01 surmprsingly, the assot arcas where teers is Lhe most significant gap n renewal spemieg
alsa correspond o thost seraces which the community has showrs the Pighest priority Yor
impravad servica levels. In sther words, we are nol sperdig cnocgh Lo rerew znd mainka:n
Ihe azsets that can help improwe desired service levals 1o the communiny.

HEy using the irfzrmatan ‘ram the community and corbining i$ with the assel managemerd
imormation that has been developed aver a rumber of wears, thae high prigrity assel areas
have been antified tor additional renewal funding. Sta4 hawe analysen she vanous o we
lo provide the inearre @ suppan the level of assed renewal expondiure that is sel aul
Courgil's 1ang Term Fmancial Plan, A numbker of kundirg ogtans (Scenanas) have ben
prepared ano three Scenanos were presented 1o the Deliberalive Worsing Graup ;DWES] far
dizcussion and testing. Wi o ne size of he group was relatively small, e guality of inpud
providad by the group mombers was veny bigh and addad value o the arocess.

Iwas made clear 1 e UWES muoebers gt ther rale was to provida valuable comment to
asg st Gouncii's degision-raking on whither o proceed wilh Turther deta:led community
caorsullation and that thare were several steps before Council would make 3 docision £n
wich Scenand o purswe. Furlber, skoukd Coursil deside to lodoe an applogtion with (ke
Inacpencent Pricng aod Begolatery Trbunal [IPARKI) [or 2 Special Rate Yariatian, the
IFART review of Councilz apphcation wou'S be wory sleingant ard hers wauld be na
guolantoo of aporoval, Thore would a'co be Bme for the commnomby by make commenls on

Courcil's apeacation diract'y i IPART.

Mary koy ssacs wore raised and discussed duning 100 seesions. Thase have prowvded
valuable guidance far the nexr round of consutatan. Tha arilena deve'opad ol use Ry e
GG inclesting the Soaar -8 were:

1. Cost and aflardability Haw atardable is 1he proposad cost inonsase o the
_ | commanityT
2 bovel of bonefit t2 dhe “What benets will the commu ity o sive?
COmMIUNITY &rr thare spin-off benefits such as cmplayeme-L

General =0, cCommunity capadcity building?

5 Cost-efective use ol tha dunds | Wil this allow ‘or bost use of Ihe Tunds?
Wil. resulis be financially sustainable?

4. MEBling carrmurity needs, Ooes this el dermonzirated comenunity reeds?

& Achievable f.an Counai achigws e profoged program?

6. Eevel ol dis-benelil 1o the Whal iz 'ostngd achieved through this oplion’

_ COramuiy

7. Fairness ard Equity Ara the costs and benelils spread fairly acrass the
camnrnity and acress currenl ard 1uture
GENeral.ons?

& ElMcutiveness Ui A fee 1hee prablerr m o bmely e e

One of th key messages deliversd o the TWS was that while Gouncd has improved ils
hnarcial pasition in reze yoars and wal confinae 1o zok for inlernal savings, this will mol Bo
s Jficicnd to provede tho fund ng recessary (o c.ose the assel gap. This mscusson focussed
or. tha cost savings and produictivity improvarnenls that stafl bave evplemeniad in o recenl
years, logether well ha comtmibiment to Keep pursd ng latuee savings torough Boilor busoess
plEnmcy. Wiele a number of oplions hawe Doen considerza, the reality is that acttiongl
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55 Sarvice Standards Review - Resdlts of Stage 1 Cammunity Conzultation
{contd)

gereral rale incont ¢ is necded or culs to sendses will be necessary, The curren! pvel of rate
tncreose allowed each yaar (the Rate Peg) is usually aswond 5% and is nol keeaing pace
with: e incieases i Coungil's cosl hase.

Scenario 1 - No additional rate incoma above Lhe Rate Peg

In i soerdna, rate Ingreases are manizined at the anqual amoun: apprawved by IPART,
davally around 3%, This means that 1ne leve! o prapesed spending on 25581 renewals &2
@it in the Long Term Financial Flan is nat afordakle and there would have jo be cu's to the
prooosed Capita expenciure andior ¢uis Lo senices,

The aszel gap woud not close and wauld aclually get worse, 25581 maintenance costs vall
inmreass and future generaticns will have ‘o meet the ircreased As=et renewal cosl. Thara

would be no capasily 13 fund wark or natural aszets and no sigrificant res asset works,

Scenarig 2 - Real increased income of $.5% above Rate Peg each year over T years

In this Scenans, Ihare is ar increase of 9.5% i1 Gereal Agtes (assoming the Rate Meag s
%) eack year for ¥ yaacs This inzreasc would reman persmanctily in Councl's rate basc
and after 7 years the ingreases would rovoet te the narmal sale peg amount. This Sconario is
bazed an properly finding the Long Temn Finangial Flan, o the 7 owear lime frame is
conzstenl with that plan. 7 years iz also the masivum peniod fo- a Spedal Aale Variation
soproved by PART. thereby nomimising Lhe annual cost oncrease, Assat conditnons vall
improve sigrificanty o this me and there wauld then be 3 substantial saving 0 annusl assoet
mainlenancs costs of aporoximatety S2m per anogm There is bnited scope for spending on
new assels,

Scenario 3 - Real increased ingome af 8.5% ahove Rate Feg each year over 7 yearg
This Scenar s orovides faor anincrease g §2,5% in Genarg” [ates (assuming the Rate Peg s
%) each wear for T years. Itis sim’'lar (o Scenaniz 2 in closing tha asset gap cver 7 years,
b allpws an Gacitiored $om par year tFal could Be gpant on hew assats,

DWG Results

After lenginy discussion about each Scenasio, the DWSE membors assessed csch ore
agans the crteria that they had developed Tuding tho warkshops, Based oo the ortans and
their understanding of the informalion presented, they weore as<01 0 ideatidy their preferred
Scenario aid wiy.

« 12 ol the 14 DWG members identified Scenano 2 as the preferred ootion; ofing
redsons such as larrness and equity, alordakility, sulcemes are pradiztable, smaliest
cosl for mawimum Banefit o most, best callook for Shire witked! oo mech pain,
grealos] coslfoenetil.

o 2oof the 14 DWGE members idertified Scengng 3 as (ke preterred aplion; oifieg
reasons such oz most forsard fliaking, positive enlreprerearial.

v Theio was no supporl dor Scanarnio 1 as the prefarred opicn,

« 10 o the a4 members dentticd Scerana 1 a8 she leas! preterrad oplion; citing
reasons such as na benelil 19 commancniby if assol gap w dons, addimonal utura cosls,
unsuslainable in [ha long teqm, hinking small, regative atlitides to progress, doosn't
mest Sommunity neads.

»  The remaining 4 members idenhfied Scanarde 3 as the [=as1 prelemad option,

Cwersll, 3cenanio 2 wag seen A% (ke betl oolian for the communily. Becaase of 1he smalf

Size.m the group, thizs cannet be used as a basis for any dacizion o fature ‘unding oplions,
particularly a Spacia’ Rate Varigtion, Howevcr, 1ho level of rewew arcd testing af Tha 3
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LR Service Standards Review - Results of Stage 1 Community Consultedion
| BoekH}

Scenarps pravices canfidence that no sigrficant i2sucs hawe buga missed and that Coyncil
coull vt these Soenaring {or tuther detziled cormunity consullakian.

Council snould new conside™ moving 10 tha nox! sfop in e "oest praci ce” apzroach. Thae
sley is abowt furtner discusson with the Broazer coremuarity Birpugh a varety of means such
ac phare survays, on-ling survays, cammunily meetings amed warkeshaps, nedia poblizity and
mal-ouls ke residenlsfratepayers. Signdicant community engagoment @5 roguired at that
stage o gatner forlnar marmalion aboat the communiy's preferences for the Sceranos. 4
COMprenensive eagagoment plamn wil be mmplermenlsd 1o ensure communty inpLt s 45 wide
A3 possible ad addressns issunt such as Broad represeniation. o ages, gender ard athor
demegraghzs. Vadions aptions will ba n gace o ensune commurity mambers are awara of
the process, haye case of access o nlLimatee and abilily to have input.

Infarmation provided 1hezugh Stage 2 of engagement s fooussed on the financ'al a0d seraice
impacis 71 1he Scenangs and explores the community's witlitgress 1o pay for addliamal
sRMCRS Ardfar arcept reductiors in gome senvices, Funding colions such as INCICaES N
fees and charges, vse of laans and granls, iconthing now cevcnue SaURCEs and appiying o
IPART lor a Special Rate Variation will be clearly commumcated and discussod dur ng ihese
consulbalicns. This siep wil alza be faciltated by TeninTwwlords as pat o ngic cLrron:
ergay el with Coursil,

Tha resulls of this reungd ol canguliation will then be Used 10 preparg @ repd T 1o Counl in
Nenember 2017, Tris report wili seex Council direction gn g range of issues thal will afect
pregaration of the 201377 Sirateg's Plan. Any propceed cnanges 1o sevice levels ard the
sufsoquent limaneial impagts will nged 0 De cloady idontiied as part =f 1he Strategic Plan
niecess and Ruilt inte the annual budget ard Long term Financial Stralegy, ¥ Coungi| noeds
1o seek & Special Rate Vanation (SAV) from IPAAT for 21375, IFART deaclines nosmaly
require dormal naificatior of Council's inten fo apply belore mid- Decermaer 20712, Couacl
does nob procecd wih an SHY apphoaton, theomlerrnat oo gained rarm s consoltalion is
necazsary for soung bus ness planming.

It iz presible that the IPART deadlires and Coanciler avaikabiity duning December 2012
could create difficullies in scheduling a Council meeting b6 conzider the sescls of the
MovemberDecember community consutalign and a possible applzation o IPART . IE g
propased 1hat the General Manager be given delegared authorily 1z comply wih IPART
dazdimes 1o notification of reat o submit an SAY apz catior, supach o ke resuls o Lha
community  corsaltation sdppsting s approach. Any soch achon woold have b be
codorzed oy Sowncil ot i first mecting in 2013 and weuid stil alow Coundil o coase ha
SR application process belore a hinal apgication s preparad and sabrmittad.

DPTIONS
Cplion 1

Courci, could modily Slage 2 by nol procecomng welh the colarsd commurity consulatsan
during Mowamber. This would ean thal skeud ool consider suositing ar appleatien 1a
IFART 1or a Spac:al Rate Yananun, & would not oe acheved for the 201394 haancial year.
THiz 15 not reconmended. Adopling 2 less orouyh approach, of doing no mars Han wha
has been currerntly done, will Aot prowda the lovg of Information needed far solnd kengslarm
plarning and deqisipn-making on service levals. I oturn, ihat will il Souncil's abaling 1a
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55 Service Standards Review - Hesultz of Stage 1 Communily Consultation -
{eontd)

reach s Trancal suslairablily targets ard place pressure o future service levels inoany

casc.

Croviaon 2

Trke recormmarded avproach as delailed n this report 13 eoasidased "bost practice®. 1 owll
prowide valoabe sarvice level planming nleormnatan and will coaply wilh IPART guldeiines
shauld Councl wis' o preceed wilh an SAY appelication,

STRATEGIC LINKS

Wyang Shire Council Strategic/ Annual Plan

The proposal assigle compliarse with Souncl's Inegrates Planrirg Framowork thraugh
USing conmunily consullation iz anlorm the Sralegic Plaaning process.

Conislbulion of Proposal to the Principal Aclivily

The proposal affecte all Prisoipa Aztraties and Sernces as ibis a eview & all serace levels
aAcross Ihe arganisalion.

Long twoerm Flnancial Strategy

The proposal will previde infermation which will inform the Lang Torr Financial Sliategy.
Decizons arising will have inpact on fulare expand:lurg 54d funding sources.

Asset Management Strategy

Aesets ara used b5 provice services. A this praposal will allec service levets, 5o i1 will afeat
the asscts wsed 1o provide Lhorn,

Warklorce Managemenl Strategy

Stall resoLrces are used 1o provide sosvices 50 it will impaet the Waerkdorce Maragement
Slratedy.

Link lo Communhity Strategic Plan (20300

The proposal wil imcact on the seivces Counc:l pravides owards ach’eving |he SSP
chectives, They wil bo conssdored dunng the czasaliation and desigion- making pracess.,

Budgat Impact

& reguast for furding has bean suhmined as part of the Guarterly Biedget Review process.

COMNSULTATION
&5 5l ool iR the repon, he broader Sommurtity bas already been consulted during Stage 1.

The propesal will bw'lc on that consiiiation znd provide more derailed inforesaten 10 48 many
Somnunity mernbers as gossh e, Howil seek commuanty imput 1o guide signil san Caunc
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5.5 Bervice Standards Reviaw - Results of Stage 1 Community Consultation
(e entd)

decisiang on futurg levas of sorvice provided 19 Lhe damrmuanity and Council’s finanoial
suslairnalility.

GUVERMAMCE AND POLICY IMPLICATIONS

Tna proposal comples veth Gounal s Engaysmen Sialegy. 0 asEo complies with she
Oopanmem < Local Govamment  Integealed  Plamning  and  Repzting  Framewosk
requireents ag e inlormation gathered wil be usee in Sounol's Stravegic Peoning
pracess,

MATERIAL RISKS AND IZ3UES

Il we i lharoughly engage the comemunity there = no chaece of 2 successfll SRY
aupicahion w IFART, shaald Council dec 82 t0 adapt that oplicn.

Triz wil! 122t 12 & fmantial situation where Coungil cuds ta sarvices anod cagital expandilare iz
dredliTy.

CONCLUSION

Tas mfaretation b b8 gaed through 10é propoted engagemen! process 15 crocdal o
secunirkg Gowuneils himarsial {oturs while: alsn adtiness ng commonily Service priositias. s an
importar element of good business Flanoing and vl halp e delivenng best value service (o
the community. W alzo provides support f2r an SRV apphication to IPART shou'd Goung'l
tlecinde 1a do so.

ATTACHMENTS

hJil
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NS Premier & Cabinet

sorcaennt | CHviSion Of Local Government

5 (el Beil, e HOWRE KEH 754" por Referance AZER3SS
Loghed B3 15 HOMTRA M5 2041 Comas: Mardyn Mcholfio
Flyars OF 2428 4141

My Michael Whittaker

eneral Managar
Wyang Shire Coung|
PO Bax )

WY ONG NESW 2250

(Pl
Daze M}W"ﬂﬁaker

| & wriling in regard to Wygng Shire Cowngid's firancial position az at 30 June
2011,

Tha Dwision of Lagal Govemment has compleled an annual financial review of al
VW cowncis based on their lajes! fmancial reports and other relsvan

YL [ Y

A review of Wyong Shira Cooncll's 2010011 fimandial statamants has ralsad the

Tollowing concems réganrding Council's inancial positan;

= Conaclidated nel operating racult before capital grants and contribulons
Ras besn In defic for the last § yaars, togelher with oogoing lorecast dedicil
results In Council's Long Term Firancial Fian

«  [efct ng! ppersting results before and afler income for capilal pApOSEs in
1he Sewerage Fund owver e oast § vears

« [eficil net operating reau’ts before capital items in Ine Water fu-d for the
last 4 yaars

« A high percertage of outslanding rates and anneal chames, irdicatbing hal
Council's dabl recavery processas could ba improwand

« A 'ow onngal infragirociure renowas cabe fIRRY of $1.77% with a 4 year
avarage of B7.84%. O paricular concarn ara the renewal ralios for
Souncil's Water and Sewer assets, which had an IRR in 2H0M17 of #7%
and 14% respactively (2% and 5% respeclively in 200810 Couneil
gshoul? aite to achieva g rolling average of amound 100% for 8 asset
calanornes

« A shortfal! i expanditure for 1he maimenance of infrasiruciune asseis in
2010711 of $7.2 miltion, Ower the gasl ¢ vears Councl has shorl funded
eslimaed requined assel Mmaintanance 1o a okl of 328.2 milion

« The condtion of Council's frastfuciura assels as repaned in Spocia
Schedule ¥ {unaudited)

« Internatly restricted funds for infrastracture renewal 2nd repiacement is
congidered 1o be insulficient given Council's low inlrasiructure renawal rale,

LA T FolaaiPatER TTY 24560 mm;lmﬂlmmﬂi
Edgizg s porsu W owew 4] aswgcees ABHTE ST ER1095
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2

} shorfall In aonuai maintenarca, peor condition of infrastruclure assets and
: the estimated cosl lo bring assots to a satisfactory slandard,

© | note that while Coundal Is in Growp 3 Tor the implementation of the Inlegrated

- Manning and Reporfing (IPER) framework, Council has already implemented
IPER.

I alsg note that Council's Asest Management Stralegy highlinhls the Aeed for
Council to better mapzos s as9ets, espacially with regard o funding asset
mairtenance and renawal, angd oullines skalegies (0 address these issues.
Howaver, Council's abilily 1o remain financlally sustainable in the long termn is of
aencem arven fhe foracast financial results in Couneil's Long Term Finandal Plan,

Therafore, | would appreciabe receiving your advice on the strategies and
mechienisms that Coungll Bas put in glace, or intends  put 0 pluce, o improve
Coungil's longer term financial pesition.

Addifionally, Counal 15 requasted o provide 2 copy of the audilors management
letter, relevant 1o the 201061 anmnal financal stataments.

| would appreciate reegiwng your response By Friday, 24 February 2012, 1f you
tMcAulifie. Senipr Ferdormance Analyst, ar telaphone (02 4425 4141,

Yourg sincerely

bdad i

Ross Woodward
Chief Executive, Local Govemmant
A Divisicn of the Dapartment of Premiar and Cabinet
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Wyang
: Shirg
N B!

F2012/00283
2250205

249 =abruary 012

[ S [
Wit Ross Winodva g

Chief Exagutive, Loca davernmert

A Divigon of tha Dapas-rnest of Premaer ard Caninet
Locked 3ag iM15

Rewwra NSV 2542

-~
]
—

| P

Creer bt '.'..’cmdﬁ;;d,
HEVIEYY OF WrDMG SHIRE COLHCIL™S 2010/11 FINANCIAL STATEMEMTS

Wilh raferance to wour latter of 37 Jaruasy 2012 1egardng the recant review of Council’s

.:'I'"'I"I- 11 !:||1_1r ozl ‘:+:h:|m.:|nr-\r h LTS T r-n ary Halier Cosacl s resoo s
L A ¥ SIS BRI S LGung! 5 Tespa nss

Civarviow

The toncerns raised in your e werd i cdaised by Wyeag S-irg Counal Selore the 2020
=1 Management #lan was adopted. Cpomy sppointmant in Bay 2010 1 isiEated a0 owigenat
revision of the dra®t 20010.2011 Managerernt Flan a9d taegefed a material nancial
v ement T 2000 11 wear rE'dLEEI'Ig Ene dorecatt operatird delice freen (530m) to
(317 amg in 1he adpted 2000 12 M anagsreant Man

o additior during the 2010-20110 fnanoal vear a corprabensive 2na yuis of seev oe defivey
was urdertaken whoh of 0 Wyeng 5re Counal's (WSO ousiness planning procasdes
tawng up prepasation of & Siabey’c Bovness Flan for $H1-07 aou eyord) in accordarce
with 1he new pgistauen for Imegraled Plarn ng 8 Reporting despits WED 99'ng o Graup 3
Counsil

Fosinawr sirdlvgies wers mreciately es1aly ishad (oo

+  [apwclog new revenue streams;

+ Eliminaie the cperationa’ delict within four wears,

= Evoude figne maragemet contres sver sigenditase;

¢ Acgn sendices with the Chammaasing Strases e Plar uioomes,

= EnRuiE @elailtd sereice Jlannisg wes tne drver of madget odtcomes aad asest
vrpendilure,

¢ Ersure tha® assets aligned w ik senvices;

= EMEnfe [MOrLizdlion of caépitd expend tere dlygned with Strategie Chjactives znd
praduced optma outcermas far the investrenis made;

- * | Mammize cost savings availanle from Shased Senvnes — pspecia’ ¢ wilh Gosioed City
Couneil; and
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o [xploze 1he esiablishoient of A rating base sevenue that algns with the efficient
cost af se e,

Ther ngear B0 sbegi Busiress Poan for 2011-12 was establishad nased on an arganisatior-wide
Lervice Dalivery Review which parsued majar cost-st-uctura mpraversents anc =81 up a
pathwy o 1 scal sustaicalaitg by 2215 A cooy of the Service Delveny Revew Repatl s
attarhed At Aaresars 1.

The ZO6FLD (F30.0~) dafies was reducec to |2174m0 2010011 and a target of (51<2m)
2011-17 an the firsk swepe e 3 sbaged improvement 10 "break-Peen operational surples” oy
the eng 0F F0L2-15 and s on tasges a5 cepored 1o Loural 'nothe 2311- 12 0F arauzl Pan
and Budce: Reviaw Reaort. (Zee Arnexura 2)

#s denonstratec in the 2612-12 G2 Arnaal Plan and Budgst Rev ew Reoort, progress during
20°1-17 s wedl an-tiack for Deing onder target and forecastng far e aext tac pegis
wmilarly rellects the imtendegd recowdye pathway Of hawog av operational def oss kan
(SL0.000 0 2002-13 and (=350 far 2013-14, in lise with: o sustainable fang sl sirategy
Whvang Shire Cours wili move nto an operationa surpius ntFe firancial year 2014-13,

following on frars the Serviee De'very Redew and with othar efficieacy nprosemens
Whyasg Share Couroioen | have preduced 3 recurrenl 520m 1am arcurd oo Councils 2012-113
Proft and Loee Statement. Coandl will putsue thras further initatives 1o assist in achiovirng
our sLstainanle francal position Shese are-

= G#nrga purmarent noredse in ralirg revanue to a level that aligns vth the frue
c2sl o albigiort savice dedvesy at # starcard comaoarakle with Mes South Wales
benchimarks,;

* FRaalising the sabstantial operating efficiencies to bz gained frar arlablichiag
sared servioes bievweer Gosford and Wyeong to tapiura lopg term econom.as of
scale, and

o Jevern'ng allermatve niome strepms twough tho epbaesemeat of Coupol's
projaety haldings

Bachground
Ol rits i frcent financial yaars ware the commdative result of @ aomber of Factms e uding,

« A growing pesulation withion Weory Shore, The ewagoray of this growth or Lhe
Zentral Coast s accarning iy green-fiald deve opreend soess of the Wyory Shre,
Th s growth has braught with it 2 neec (o buld and mraincain an iveeeasing assed
rhastructure porfeiio. A pou woild Be 3aaie, aeden the Sydney Motrapal bar
BEFRERGY Wiyshg it Gutes wilh an ealra 700D -esidents aver e rest 20 yaars,

* Incogased cemand and expelialiors for Pigher udly commarity servicas ‘ram
wdr risidenis,

+  Costs impored from miner [evel; of goverament withaul Juprospeiole Siand il
comogniatior (B0, EMETGRNCY SEMCEs, werd nanzgonmal collechng wasle Irnes
Btr ) Cewcdl is now paying vatiols State Gowdneeen Deagriir e s A sgescies
ir eecess of 324m per aanrre,

+ Irgreasing needs for the manenarce angd replycereenl o sasels which has

created sigmificant tans o betwern sorvice leve!s and nsmg rosts of del very, Winle
kit roted Councl kas a camtal backlag of §193m [2010-110 Thes sl b rec oo e
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§162m i 20711-22 ang $111e in 2012-13 by Counc! imvesticg & wgnilitan
LOMROrEn] 30 0s C2Eta expengliiune g 5 exising irhasioue e,

« The rate Capping systam in MWEW wheraly Lol Goveinment's abilty w iacreass
rates nas failec 1o keep pace with the cos of doirg Dusiness  Rate pegoing has
geaerally feer carsitlent with CPIinereaces whorsas i reajor part gf Courcil's
expentitare s civil canstrucon  whese wignificant ‘mearted 051 impose
AXpEACEUrE evals n axcess an the LI

The Serdce Delwvery Heview undertaken v July - Sept 2010 sosulfed i1 an osganisztional
TRSLMJCLIIE, 1% iMprgwe forace delwery Lo the coremunty angd b estaboish i nancial
sustainabilivy for Wiarg Shive Council 11 the lorg ter.

The Revigw made 77 recomprendations and wortiton 21 add fiasal tav.ngs — al of which
wrre adapred by Course’l prd reseted inc-

o mrmediate savings froe seduced costs 32 6 millian Anroa’ly.
1 ncreasad Reveros $L.0mikon asnoally,

» BaduelonProductivity ingreases 50 million ancoady,

thee raajer by of (F2 7T aflions ard sawirns werg campieted by Lune 201% and Lhose tqa
rEMEnRD, TILE Many mard were iroorpatated indn the 2011-32 Stralogic Plar, whish has
=F
bl

allrocad T mro by sl Al Gl Fomme o] oa = ol ke i ro
dansen Lal [Eh Ll Pl h

f
= el o
- CICELELERSUCIE LR ) - L) THd il Ol WS iEdla i e Wi Lhdn o i ] i

Vici i
LAl id f

The Servica Deudvary Rev'ew provideg thirypcios to begin 3 charge Ik arganisatiana o6 burg
that 15 wital to foluee fiscal sustainabialy. Wiydey Shing Dourd” necdad (o lind rew ways af
sery O delivery 1hat =aitained sacvice levels oot gf lowar ¢ogt,

Tl d-aft 20°4-13 drowal Plary' 4 yeas Jelivery Plan has kad a stralegic fign off Iy Coencl
on the weakend of 18/1% feliroasy 2012, [(Mote: Tire el be subect to the stabetany pobl
exhibtion and zooption w May 2112 This dealk budgel cortirues the posikive finarcal - end
by fo-Easting 3 {L1Gm) op eratag deficity

Cerpibegd bl 5 Weorg Sniee Councls response w3 the spotifn coners rajed by the
Qivizion af Leal Government in the correspancerse cated 27 Moesy 2017

1. Consclidated net cperating result before capital grants and cantnbutions has bean
in detigit for the [ast 5 years, together with ongoing forecast deficik results in
Council’s Lang Term Tinaneial Plap,

e bare 2010 Council adoptad its At Lang Temm Haaediol 3lategy SLIFS] Dased an
knawen dale hefgre the Sandre Delvery Revew hegan and Defore the wra finarogl
CIr0n was establish oo,

Thae LTFS wos suaseguently amended (2G11-12 and Teomulates 1o powide o rabost
pathway to long-temn Frendiol sustairabiliby 2o unsose Lthal Wiyeng Share Cacnail:

& Has an nccing sty for 1he nes five wears 1o fund ity current lovel andior
chasen level of servises,

o Can manigin its assets 3t opiimad. condition given the service levels requires Gy
ComraLn. by

+  Hasg the alulity 1n reer 19 Trandal inrped oF any likely sign ficart noaplanned
avent leq majar flagding) ard
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 Naet lagis atvve regquirener s,

CaLnsil's rew LTFS (see Anmowore 31 provees far o sosburs: Ble aatheay Bawar asesabie ;)
“Drédk-cwen” pant By 2005 by establdishung target Dpecating cesalls of,

¢ 201277 Dedrit (<525 mllon Co tradk, December 2021 bodget Fasecast Tuli vear
detic t of $14.7 rmilion,

= 201223 DeRge U0 i Eaa Qacteack, ecaft Budgat $10.0 w0 ion defict endarzed
e ke !"ﬂ.l.-'n-.l ‘:"'r:.‘rnnlr Elarmng Worksken keld 10T Fakmare 2012 Comtine oo
i P A L T L] -
u-*.pn.:--.cm-:_l Wi o FOTE L3 [ agd el process ing udlnc irsreased deta’'l i bedgets at a
service ¢ praguct level and an incieased fagus an Fees B Charges.

= 21344 Defiat {350 millien, Service levess to Da reviewed ang assessed in desy'|in
CousatEthion with the commurty n 2012613

+ 20147415 Breac-evansoperating surplus echievad v naw revensd siraams,

Tt achieve these targets Courcil has n place a number of strategies ircuding:

= Conmiaons mpEdee et B fiandia. positias and performeance. Thare i a <trong,
ongoiry Teovs on lighl figcal eontnal ver exgeatliture tgugh S16c0 budger
maaaement Sonihy badpet ieporling ard reviews, aegl managerent coatrs ar
the paint o expendibure canmilme n,

= Estu® ismment af a Project Assessment Team o overses the strategee abigneeent e
walue ol rigjar actie Ty and spg-ewe projee] opes g 10 prapecls curemer Gog;

= Application of irtense controls ard focds oo “Rbour costs, 16 201051 emniployee
Cosls were 33% of réfurreat aperaliog crpengitues., Ths expenditug aeg nas bee
clozsely managed from ure 2010 when the siaff FTE peakec at over 1 200 to = FTE
capped i 2011712 at 2.0%5 anc now ~educes in 2012013 ta 1,065 This mas been
done with o matenigl egiustion of senacs bo b comumunty ar 8oy oo uskoal
a[ET T P2

* Ectablskhman: of the crategic targel of an eperating suplls from 2014-25 10 1he
Laary Teerrn Fimaac 21 Siratagy;

s [ocgring ar ¢oaetable ratirg struciure;

» Esiablish "pest valug” service melivary tral raxienses the alordatle rglura (o the
£ar ML N,

= WRere Jractical, s activee Yl cost racovery Fon the prow sien of services:

v lncrescs funirg (e AsLe? MARIECANCe 40y renswas;

o Beviewing 55 3558t partialo to eanyte tne Astets proede an aperopiate Renel't o
W Loty ard aligr with Coane'ls stategic girectior, ‘o the parpaze o
considering a ranga of asset raT onAl sAtion optians & review of lend categerisation
buag g completed ard 2 review of Cowncil’s asset portfolio wil be undertzken in

El'.'n'lj Jrcticnt wol LEAF TG L engagerneEnl aLtivmoey in J012;

*  Manage Coung s inyesimanms ard ‘ESacrces fn 3 grodent maneel, «ih a focas or
TESEM B )220 LTy and rereased retu e o onvestiments; @nd

*  hanage delst Ld maximize 8 mmanidy valoe,

- 42 -



Attachment 4 Attachment 4 - WSC Response to DLG Annual Financial Review - 24 February 2012

Coundil bas alsa commenced o Comrmunity Engagement & Consditation prugram to
detonming tha coimur ty's prigebies snd service evels will a view to passibly applyiag
for 3 Specesl Rate Yariation in 2003714,

2. Deficit net oparating result before and after income for capital purposes in the

sewarage Fund over the past 4 years, and Deficit net opersling result before capiial
items in the Waver Fund far the last 4 years.

The drgwght of 2003 2007 placed huge pressore o Sourcs water supg y, which at i's
i pont was 1Z2% of iotal capaciy,

Corondil naz, cwer the pears sivce 2000 had Siocl walkr consumpsian “eslvicions 14 olace
which ngs bas a e fatd efferi or Coancls ingncd position -

+  [Decreased water usage = dramatically decraassd revsnue and

* Ireoeased oSS ‘Or diternAtive waber Suppplics [y, parchasing watar o Honer
WAt ALt by,

Ferablishmy wale: seewiily was a prority and ingh.ded suilding o larger sipeiine hne
oalwERn Wiaag and T bunter Water Autho -ty and Whaarg ard Gasla Water Suppy
Anthgriies buoldging the Masgi-Margrove Piagine oot wich was a 3120 i hon
Araject partiaily furded by dhe Federal Gavernment. Thit gpeliae alzng witk a further
$E0r ungeadn of Mazd) Sam and puping staiion was coreted ia 2615

Tha Muic'rm S Fa amaes Fval LAy amm Chirs Mesme' i cembme s pmin s rmomem cops Seodmr fanen

LR Tefe Blol cand r'. " \:""\- T s 1.1 ::"l.'l .H D L L PRI CIRIL. Dfil':lﬂl:il_ L.Iﬂll:ll_"b-:"t'

ragu.ated oy he Indeptnder Friding srel Regulatery Trbural (IPaRT). Cureeelly prices
|

|
"n

arg set in sach a way tyat capital costs such g5 new papeln
Darrgaings 0 arsure inlergenerationa. equty.

1avae 1o be fundec froq

™

Th=er Lazige ¢apaal projects have caused increased mlerest on Dorrswin s I regent ydars
wittle revemee hars water whagr deeriased signiticantly due 2o the droaght. The affsct
on the cperatirg result rm fRe wabe: ped sdweer funds arne aaparans,

Tt e finarcizl sustairabi 4w strategies (detziled alawe) wher apoted 10 the T7FS o Water
SLpoky S£ES @ fEUMM o SUFRIUGS Q0 2013004, and SEwerage will cobarm e g in
2ULG/1F. Councl is presenty Srepening 1A Ericing submissian for new ghargaes 1 relect
the true walue of supphying water 2nd waste water services ‘rom b laly J013

Central Coast Water Carparddion

[n ZC1Ll Cauncl obtained a 50% sha<eko!dieg imtercst o the Central Coasl wWater
Cargaration, The Central Coast wWater Carpotabian amendimen: At way assemed in
Felmuary 2011 1o oo de Tor Lhe ereanen of an independent corporztin jointy wnes [y
Gosford iy and Wyorg Shire Cournls o crovide water and ewerzgs sers.caq to the
rosidents of 1he Ceatral Coast.

The farmation of 1he Central Toast Water Coporatian is Qoo ess ng aeg i is o' ammed 1o
za (U 4 operational 20 Ly 20140 with a renewed foous gm 5an WaETer & Sewer b sieess
oo d commascal bas's, While the zosiness made: fa the Crnfrai Coast Water Cor e ligns
nas nou yet been detanmined s principle olyertes 5 0 202 asceessiul Baaness 1A
wedutes the cost to the Ceatral Coast comarunities while guarantadng the suppy of a
Qual by walan a0g sewoc gemace, Atlgched s Anaware 4 15 the Memarandem of
Uncerstanding signod with the irister o0 Wate, P Ceraal Coasl Walker Carporstion
Amendrert &ct ard the Cantrsl Coast water Corparabion Ssastiubinn,

% A high percenioge of outstanding rates amd annual charges, indicating that
Counell's debt redovery processes could be improved.
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wiyeno Shire Coundl agrees and Ras taken actian that changed the marne- 'n whkich
cebt-calBetion as ungertaken  Furtner steps will irclede cortraciieg oul the asoects of
debt collectior 1hat are net core business in tarms of Cooncl's cusboamsn seraoe guality

Aowever datit colection succedt s cntmately Indsd owith lhe  socoia-econoniEc
charprteniziics of @ commurnity 35 55 abidity 1c pay

Wyang Thire ke historcakly beer alove the iedusty bepcirark of 5% Dy 158 - 29%
anc whilst 1hic is unaccestable to thase who pay their raes an Cme i s eflered oy

SARTHLENrANrics 5.0 N d45.-
"Inﬂ'r*gr.:u'r_'nl" o= such as:

¢ Wyong has had one ol the lowest gbyar foge parliopation razes of al regiaas n
MEW,

r The Shire’s unemplopmens rate 15 bstar caliy been 3-5% zhaove the MEW anc
Aagtralian wieenployrens raes 2206 Census guatd s yrem ol Gy et 2 §.2%%

v High Youth Unemplaymrend -16%:
= ey high pooulaticn of pecple cwer 65 - 15.5%;

¢ Househbo!o [neome o L g the boeaeil ol fumparahlﬂ ol G 255 less
ihan the Stale average: and

s Comversely Wyong resdems pay 30% 0 swwe of tqen soosehald Cacarce on
T e L L Y T Lo et

“Source - 2006 Cansus

Wegnog Shice Cauncil camtinges 1o tarnet reppayment leeels to acheve the 5% senckmark.
Wyeong Shie Tourd has laken the Imibialive of appoiclicg a credit managerent € pecialis?
i oty 2970 e s et ieprdwes Loed T man g e, dedt rensveries and to develsp
other Council ztaff with ke 2propriate skitls

Te cebt recovery team corbinues 2 focus or achiew ng arranguernents Lo gay wheo
aayrnens 0 LE 9w it Frgcialiy s tievable far e rate gepe: aond on lega astion where
arrangenants are oot eeade o where they zre et adaeren b Councdl s also laokieg 1o
aut-souice tarqelec debt recovery cazes winere it is advantageas from 1 luly 2042

4, A low annual infractructure renewal rate [IRR] of 51.77% with a 4 year avarage of
B7.B7%, Of particular concern are the renewal ratios for Coundcil's Water and Sewer
assats, which had an IRR in 2010411 of 27% and 14% respectively (2% and 15%
respechively im 2009/00), Lowncl should xim Vo schieve 8 rolling average of araund
1062 for all aszet categories.

Rrrewal ral-as have ogen comenated by the nead to put in place new assets That deal
with the a-gleelion rectlend ey the conzmunily aganzl Tuluse weer sappely diffiooites -
2. 8270Im o 178 Ma-di-Wang owe pipeling znd $hin: for the BMardi Cam and paraing
statior: upgrada,

Wik that hordle cemplsrd in 2011 Coonrils Z01-2015 Stratecic Plan Cousl
agpraprisfed noregasec invesimenl n renedd’ works as awamp ed by ity increased
Iestme A in oo rooewal wocks by §3.00 @ vear up to 3126mir 2111712 .

Wiyang Shive Cound will sperd B28.6rn i lotal on asser renesel wor dorning 2005 18,
which va 0 sy lent nergsse on $164mia 2010481,

Ceansil's orafl 2012-11 budget roiodes $20.1m allocated to asset -enewals and 519.7m

to upcrade wocks eprésenling appronmately 5% of e propozed ool capital
experditore Sudget Casad an Council's draft 2013-13 budget i 1§ ailircates that
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Councls ARR rate in 20.2-13 will be 353%, which is A sigehoart improvenem (ram
pravious years Colncil ol continue to wark raeards the target al 100%,

It = of nede t evphasise that Counc’l does aut ceire’ price selting inoweler and sewa e
and giver, that IFakT daf not allvw Caandl ta vary sty water and sewagu prices 12 meet
the enfarseen droaght expenses, e bonds slncated 1o irfrastroctu™e reneeals wvera
reduzed.

Th's igsae will b andressed in future IPART price determinalions, wiwre increased levels
of infiasugoiee reaeeal wil be requied ave e the Ionger tarm will Contnee o na
2rdressed by the Centra Coast Water Corporation whon will becase o Weter Eupoly
Avthasizy for the Central Coast nlaly 2014

5. A shorifall in expenditure for the maintesance of infrasiucture assets in 2010011 of

57.2 millien. Over the past 4 years Council has short funded estimated reguired
ascek mpaintenance to a total of $29.2 w1,

The 2019723 financal wéar sew a significant change v oulinoe @7 Council with A fra
cornitrngal (o achicye a -ecarrent oreak-even Weve ol Fependilu-e by 2014715 whilst
committing to address ng tne uaderiving gaps 10 assat renewals

4 wey challenge for Coancil is to determire how Desl to sustainably belarce invesienert in
e ASEET IMENSINE S8 (85 Againtl the need be maintain exstng seraces ak leaels al cost
2 g aaliny which are azceptable (0 e Coineurity

Wewong Shire Coundl nas, over the [ASE e yedss, cmaved g long way formand v Asicr
Muragursent and made the appropriate ressurce investment for ersuding optimal assc:
rgslrruanl for the fuluce et saoport Councl & intended soreige oittoutiaor to Ing
Comranity

Mhe Aswet ManageTort Strategy ‘0odses an ™ limey renswal ar upgrade of cuisding
assals rather than creating ngw susely unless Thal spp-cacn represents the best butiness
Case See Aondeare T

Trouncl wi | increase “ls ivestners i oroad -enewal works by $5.0m 3 yoar 10 110060 o
#1237 and spend $28.6m on botdl gswel onewal work curing 2511012 anp 2% L
2012713 - a maon ineease or e S1Edin spend in 21011

Couseds Al Iradges dos Z012/13 ‘nvolves a sanificant morease in maintenange
erpanditure. It now plang 17 opond 1 53% of the gyreent replacement vaiue at 'ts assets on
ma nienance work - A saund tarnet that el SO0 Cesica oy seairterance {urding
shy-slu | Further, as the incraased reanewa! ewpenditure impaaves the cooditon of s
asgels, o gssooaved reguired rraintenance sxpenditure i expecied to Fall Coam s
assed, maipdeng gy Backlog e Z010-11 was $153m bot wll ~edpce ta $163m in 2311-13
ard be furthe educed 10 $11307 10 #2012 132 as & resalt of increased “unding oy Cournl

6. The rondition of Council's infrastructurs agiets af reported in Special Schedwle 7
(unaudited).

TRe princiole tent inthe Sckedo o s Coengils so f-assesoment of -eade a8 comparad witk
the SMAEC bBenchmacks ot pest Wyeng SRirs Coumell bes zdopted a conscious
positon of mzirtaining s roads a1 3 lewel Thal has Beer § masageahle cpend fo- the
COMmT ity

This approach has resulled n a basic level at service witich, when compared (o thie 355G
slandards, grgduces e ma o vandiie vt appears ir Specel Stkecu e #7 Council has
rigw apten For g higng s iovel of servide inoedfs, 0wl beable Lo souam oo a0 e prosid
condition af thit kay compenent of its assed porlfalio
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Coundit long-lerm Asset Management 3freteqy speohes ageclves ard outcomes tor
A35ET M ANAGEMANT OYer ine NesL1Bn yauds,

Assat hanzgemeant Plans contziv specific detair on ordiedud’ afwels swecer gs Cord o

vaue, Maintenance cost, serv.ce cadaciy repewal reeds ife expeciatian ard sboaleg's
servize experialions.

Tre desired oultores of 1ha Adue? Maragemert Stratady are a5 follows,

' Ensdring tme right assets are Juili:

. Evgaring asyels ore regnaged woll theaugn sound Hlancig aad ateqraticn
with the Comrunity Strategic Flan ang LTFS;

. Ersacirg a Dalance belween Coundl Operatior s, rew B0Ee15 and enisting
assats;

* Ersunrg future Dwdgets, The Annual g'an aac 1he & pear Deliva~y Fizn

rellach the gsuet -cqu remants; ard
- Easufing assets asr pffectivg y mzintairge heoogh whaote of ife' casting

s pnviszged 1nas Cowndl wal glea be appivng for asestance unde: the recently
anndzanred local nfrastrostare feqaewal jcheme S TRG ta assict an the funcing of
—ourci ‘s indrastructura brcklbag.

7. Internally restricted funds for infrastructure renewal and replazement is tonsidered
1o be imsufficient given Council's low infrastructure renewal rate, shortfall in annuaal
mamtenance, poor conditlen of infrastructure assets and the 2stimated cost to
bring assels vo a sabtisfactory standard,

Ay preveousty slated, Cowncil mas condutted 3 Service Calivary Reav'ew and imp emnenied a
nursber of mibetwes 5o improve 1ts 1 nascal aosition to Break ever in 2014715 The
v iniiabees wl enetile Couroi tooneregse elernal v orestricted funcs to asset
renavea i Tuturs poar,

Council wili need @ ta'ence the need ta de'iver rarmant sendices ard pragrams againg
ima need to st Aasce funds Tar fukcre rearwal and ieglpoem ont wares Goe daweside of
restrictad funds is 19at ‘or eveny dollar keld e seopree for 4ne flebooe, e ongy that s
ek allvenmg curel sorvgis gnd progra s o rereying asiets

Weiile Coundil a3y wnt hawe spesihe roerepis T [afrastraciore Berewel ared Replacernent,
it should De noted that at the e oF 2010001 Toana Fold S35 millan o nlesoaliy
rentricten] resaves, of which T2 million was traaing Capatal ffuods set aside fos
wnfSiseen ‘uiure costsl and  $14.8m in aneesticled cask, 10 shoold ae kigkighies that
Coargil's irvestment portlcio ts maialy held moshostdnedom weren depesits and as sach
doet rot have 1ve high sk prefie o icuidite proldor s of many ool i S,

8. Request for o copy of Coundl's Auditer's Menagemenl Letter relevant to the
20140/11 Annual Financial Staternents.

Caancels externdgl Aviiveed, in AMeir maragemant eter [attasheo as Andewore 6 kave

noted the impioves finaer al postion o 3 nomber of drants, acperially the Operating
Reault They farther condaded that Couwncils franoal position is toand asd slao e

- 46 -



Attachment 4 Attachment 4 - WSC Response to DLG Annual Financial Review - 24 February 2012

Conclinicn

Fha peogiess mile dnge 2000 toward restaring hnancal pefarmarce is aoth dramat; arg
sustainable & key clement has oaen a remarcable bedd-ue ia tee working a laqce ormwoen
Cosford angt Wycn Toorels, The now extencive shared servizes range of achivities celivers
cansiderable berefis 12 both Coyngis, [see Arngsure 7] Wiyong Toandl iy ded.cated o

i reasing und deeperirg the working re'zr onskips with elher Councils,

Ve are corfiden: the managemert steps taken since the begineing of ske 200132021 yEar
are g iphust ann orudent patfveay to restorng financa wzhility while sl de wering on
accepalbte levels 21 service 1a the Community of Wyong  Couanl has alsa worked Fard 1o
develap and prowide secunity o ils workdoree. This is evidenced oy tre cegellent incussrial
relatipns record gwer 1l last 2 years while implemertieg is change agenda, b should be
nater Caungil isin e wecond yaer of 3 ve year  an znd fhe orog ess o Caid as delaiied
abower ‘0 my opn o0 s exceplional,

Thr Sugioest olanmng ngour mi'cdaced far e current weat ombiced with  fght
rranagerient cortrals, has alreatly acbaeaed muen needed progress inthe daily managenent
dec sicn-ma« ng that is critical to Wyong Shire Coundil's long- werr sucpass,

Councll bel:eves that YWyang Ehire's future 75 bright 85 & growing Com=unity tkat s pan of
the Cerbral Coasl ragion anc we wil: be "soking farward (o greating farther effimepdies and
enhancea senvice delivesy 1 o Zarmuniby wits cor reighoour ng counal, Sostord ity

Lwould e 2o ackruwladge the effarts of the Councillees and Statl an Wyoag ami-e Ceurcil
for ko posnwr ooleornes o date with recard o ach’eving Council's -mpravec fisancial

performenge andl de peery of el ilue sevices W oor commornnty. 3 oreal’ y nas bear a team
elfc, if vou have ary quest cns pleace call me o 3350 5700

Tours sinecly

S O O o O

Wi ael Whittake:
General Manager
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IN IS report.
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