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ATTACHMENT 1 Port Stephens Council Draft Improvement Proposal

Council Resolution

At its ordmary meeting on 9 June 2015 Port Stephens Council endorsed this submission
(Minute #)

Executive Summary

Port Stephens Council has been deemed to have the scale and capacity to remain an
independent entity through the findings of Treasury Corporation and the Independent
Review Panel. Accordingly Council is completing its immprovement proposal under Template

"

Council currently meets five of the seven Fit for the Future Crtena; by 2020 it will meet all
seven. In Section 3 Council nominates strategies to meet or exceed all seven cntena

Council's Long Term Fmancial Plan 2015-2025 takes a relatively conservative view ofits
financial performance but notes revenue streams that when realised, will mamntain Council's
Scale and Capacity. To address the asset mamtenance ratio, from 2016-2017 year Council
will adjust its Long Term Financial Plan 2016-2026 to provide an additional $1.1 milion per

annum for asset mamtenance

On 26 May 2015 Council adopted a four-year Operational Plan to 2019 in Ine with its Delivery
Program which sets out actions that address the strengths, weaknesses, opportunities and
threats identified m part 2.3 of thus proposal. In addition, actions identified under Section 3 4

of this Improvement Proposal have been incorporated i to the Integrated Plans.

Prior to the storm event of 21 Aprl 2015 the most significant challenges facing Port Stephens
Council and its LGA were
* ncreasing population as many people sea change/tree change and retire to this
area close to Sydney;
*» reduced rateable land — 58% of the LGA does not produce revenue from rates;
* mcreasing community expectations for services;
e reduction m asset backlog;
* damage to tounsm — nationally and internationally as tounsm 15 a major economic
dnver of the LGA's economy.

Now the most significant challenge s dealing with the aftermath of the storm which led to
widespread damage to the LGA and Council's assets and infrastructure. Damage to
Council's assets has been mitially assessed at approximately $11 millon; with assistance from
other levels of government and msurance, the impact on the budget will be no more than
$£50,000. The final damage clean-up bill s estmated to be $2.9 millon of which Council's
share is $1.6 milion. This will be funded by $1.4 million from our own reserves, leaving an
mpact on the budget of approximately $200,000 for 2014-2015
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As suggested n the Independent Local Government Review Panel's final report councils
were encouraged to have conversations with their neighbours about possible future
boundary changes that were mutually beneficial. Council agreed at its meeting on 24 Apiil
2015 to enter into prelmmary discussions with Maitland, Newcastle, Dungog and Great Lakes
Councils. Discussions have now been concluded with these councils and the consensus was
that there 1s no appetite for boundary changes. (See section 3.5 below).

Within Council we will contmue our Sustamability Review (Business Improvement) rolling four-
year program in consultation with our commumnity through our enhanced capacity for
engagement. This program ensures that we are providing efficient and effective services
and facilities that are contmually reviewed and monitored.

Port Stephens Council has been a member of Hunter Councils since its inception. We have
encouraged Hunter Councils and jomed in its pilot of the Joint Orgamsation concept and
believe that we will benefit from liftng to regional level such things as transport planning and
econonmuc development. In the case of shared services, Council will continue to participate
where Hunter Councils delivers the best value for the Port Stephens community.

1.2  Fit for the Future — Scale and Capacity

The Independent Local Govemment Review Panel (ILGRP) found:
Port Stephens council appeais likely to remain sustainable in its present form well into

the future, and there are no pressing boundary issues.!

The NSW Government Response to the ILGRP final report indicated at Recommendation 33
that it supported the assessment of 'no change' for Port Stephens Council LGA.

1.2.1 Key Elements of Strategic Capacity

*  More robust revenie base and increased discretionary spending:

The graph below demonstrates that Council has put its finances on a finm footing. From the
2010 Sustamability Review — which set in place a new expenditure paradigm — Council set
about increasing its revenue from non-rates sources. Imtiatives such as sand extraction, bio-
banking and the restructure of Newcastle Airport have lead and will lead to an mcrease in
non-rates revenue that augments that of our commercial enterpnses (holiday parks,
commercial property portfolio).

TCorp's assessment of Council was:?
Council has been effectively managed over the review period based on the following
observations:
*» Council’s underlying cash result (measured using EBITDA) has been improving over
the three year period
s Council has developed a number of commercial operations such as the Newcastle
Aiport that provide reliable cash flows to support their activities

L ILGRP Final Report p.109
INSW Treasury Corporation, 2012, Financial Assessment and Benchmarking — Port Stephens
Council, p 4

[ (%]
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s _dpproximately 82.0% of the Council’s revenue base is derived from own sourced
revenue (annual charges, and user charges and fees). Council can rely upon these
revenue streams for financial flexibility ..."

Underlying Operating Result
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Underlving Operating Result is the resuit before capital grants and Newcastle Aiport Pty Ltd
less any abnormalities.

Long Term Financial Plan

Management of Port Stephens Council (the Council) requested a review of the Long Term
Financial Plan (LTFP) as part of the 2016 budgeting process. PKF Lawler Partners were
engaged dunng January 2015 to complete the agreed upon procedures. The LTFP
articulates the vanous financial strategies avalable to Council as part of fulfillng its overall
objectives including (but not mited to):

« Mamtaming the existng standard of service provision to the community;
¢ Achieving long term financial sustamability;

* Ability to re-nvest mto asset renewal and capital works; and

e Bemg Fit for the Future.

Covernng a ten year honzon, the Plan is underwntten by a sernes of modelling and associated
analyses (e.g. Fit for Furure ratios), which take mto account known events at the time of its
preparation, but also make assumptions with respect to future events. This engagement was
also completed concuwrently with a review of the Asset Management Plan, which also forms
part of Council’s Fit for the Future submission to the New South Wales (NSW) State
Government via [IPART.

Accordingly, the review focussed on achieving the following objectives
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* Analyse spreadsheet preparation and accuracy to ensure all model inputs have
been accurately entered and cross referenced nto the LTFP document;

* Review modellng with respect to current known events which have a future impact.

* Challenge the qualty of assumptions made with respect to future events

* Review detailed modellng underwrting the Strategic Asset Management Plan
(SAMP):

* Having regard with Lawler Partners knowledge of Council, consider intemnal and
external matters which may have an impact on Council, that have not been
contemplated in the existmg LTFP;

» Internally benchmark assumptions made by Management aganst ike reviews Lawler

Partners have performed for other councils.

The outcome of the review supported Council's chosen strategy, found no mathematical
errors within the model, supported the assumptions used and recommended no change to

the Long Term Fnancial Plan
* Scope to undertake new functions and major projects

Council's ngorous fiscal diseipline allows for a modest surplus gomg forward which Couneil
has determmed would be appled to reduction in the asset backlog (with consequent
reduction in the asset maintenance required over time). This will be achieved without the
need to apply for a special vanation to rates. Under this fiscally conservative Long Term
Financial Plan to 2025 Council has the scope to undertake new projects provided that there
15 algnment with the Commumnty Strategic Plan; and value to the communty and Council
that outweighs other prionties. Alternatively Council will have a cushion to absorb unplanned
events that negatively immpact on its budget — the Apnl 2015 storm 18 an example, where the

net effect on the bottom line 15 estimated to be <$250,000.
*  Ability to employ a wider range of skilled staff

Council contmuously reviews its organisation structure based on outcomes from Sustamability
Reviews of service packages across Council. This ensures that we have the nght people
domg the nght things the nght way — that is our staff's skill sets are aligned to the functions of
Council. (Note that we do not have a water/sewage business — that service 1s supphed by

Hunter Water Corporation — so specific skill sets in that business type are not required).

PORT STEPHENS COUNCIL
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The orgamisation structure diagram below demonstrates the breadth of the skill sets in Port
Stephens Council 3

Port Stephens Council Organisation Structure

GENERAL
MANAGER

GOVERNANCE

COUNCILLOR & GENERAL
MAMAGER SUPPORT
GOVERNANCE
CORPORATE PLANNING
INTERMAL ALDIT

LEGAL SERVICES

CORFORATE
SERVICES
{Internal

FINANCIAL
SERVICES

= CONTRACTS &
PROCUREMENT

s MANAGEMENT ACCOUNTING

= PAYROLL & FINANCE

= RATES & DEBTORS

ORGANISATION
DEVELOPMENT

= CORPORATE RISK AND
SAFETY
*  HUMANRESOURCES

BUSINESS SYSTEMS
SUPPORT

BUSINESS IMPROVEMENT
INFORMATION SERVICES

(=13

RECORDS MANAGEMENT

SPATIAL SERVICES

PROPERTY SERVIC!

= COMMERCIAL BUSINESS

= PROPERTY DEVELOPMENT
= PROPERTY INVESTMENT

* PROPERTY SERVICES

= INHOUSE CATERING

* October 2014

FACILITIES AND

= BUILDING MAINTENANCE
= FLEET & DEPOT SERVICES
*  MAINTEMANCE

PARKS
ROADSIDE & DRAINAGE

CAPITAL WORKS

CAPITAL WORKS — DELIVERY
CAPITAL WORKS - DESIGN

ROAD MAINTENANCE

STATE ROADS CONTRACT WORKS
SURVEY & LAND INFORMATION

= CIVIL ASSETS & TRAFFIC

= CIVIL PROJECTS & TRANSPORT
DEVELOPMENT

=  COMMUNITY & RECREATION

= DEVELOPMENT ENGINEERING

=  DRAIMAGE PLAMNING

= CEMETERY MAMAGEMENT

= CHILDREN'S SERVICES

s COMMUNITY FACILITY LEASE AND
LICENSES

= COMMUNITY OPTIONS

= EMERGENCY SERVICES
MANAGEMENT

= LIBRARY SERVICES

= NGIOHA HORTICULTURAL &
THERAFY CENTRE

= RECREATION CONTRACT
MAMAGEMENT

=  VOLUNTEER MAMAGEMEMNT

= WASTE MANAGEMENT

= \WASTE TRANSFER STATICN

DEVELOPMENT
SERVICES
(Enabling)

= DEVELOCPMENT ASSESSMENT

=  BUILDING ASSESSMENT &
COMPLIANCE

= ENVIROCWMENTAL HEALTH &
COMPLIANCEREGULATORY
SERVICES

STRATEGY AND

ENVIRONMENT

=  ENVIRCHNMENTAL EDUCATION

= NATURAL RESOURCES

= SCCIAL PLANNING

= STRATEGIC {LAMD USE)
PLANNING

=  VEGETATION MANAGEMENT

=  WEEDS & PEST MANAGEMENT

=  ECOMNOMIC DEVELOPMENT

CUSTOMER RELATIONS

PUBLIC RELATIONS

MARKETING

COMMUNITY DEVELOPMENT AND
EMNGAGEMENT

TOURISM & EVENTS

= GRAPHIC DESIGN

»  WEBSITE MANAGEMENT AND
DEVELOPMENT

Oclober 2014

Structure October 2014.vsd

PORT STEPHENS COUNCIL



ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1 ATTACHMENT 1 PORT STEPHENS COUNCIL
DRAFT IMPROVEMENT PROPOSAL

In 2008 and agam i 2011 Council negotiated an award-winning Enterpnise Agreement that
has been successful m ensunng that when a position 1s vacant the number of applicants 1s
above mdustry standards in all cases. Council cannot always compete for skilled employees
with mdustnes that have larger budgets so the approach s to provide reasonable financial
return for that skilled labour and a level of flexibility of employment conditions that 1s not

always available to industry to provide

Not all the flexibility imtiatives contamned m the Enterprnse Agreement cost a lot of money, but
they do require plannmng to ensure that service delivery is mamtamed. Council’s Enterpnse
Agreement 15 affordable because it 1s partly funded by the productivity gains achieved and
through the ngorous application of the prnciples of its Business Excellence framework and
the 1!1'11.'][[‘.1'1'1['51']ta1.1[)1'] of contmuous ll'ﬂ‘f')r(.')\f(.?]'l'll:‘.rlt processes across all its ()y}(}ratlol'ls
Reductions m staff tumover also provide significant costs savings to help fund the flexible
mitiatives of the Agreement.

Voluntary Staff Turnover: Percentage

10

8.34
7.81

6.8

% 6 Actual

4.2 Target

0 T T
2009/10 2010/11 2011/12 2012/13 2013/14

6

PORT STEPHENS COUNCIL



ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1 ATTACHMENT 1 PORT STEPHENS COUNCIL
DRAFT IMPROVEMENT PROPOSAL

* Knowledge, creativity and innovation

Since the mid-1990s Port Stephens Council has been a leading practitioner of the Business
Excellence Framework and is a founding member of the Australa-wide Local Govermnment
Business Excellence Network. The Framework is based on nine prmeiples and seven
categornes (see diagram below — © SAIGlobal) and every two years Council 1s assessed on its
performance agamst both the prnciples and the categones.

The key result measures — financial
performance, staff engagement and
customer satisfaction — indicate that diigent
applcation of the prnciples through the
categornes with contmuous improvement the
Results & \ mantra has worked for Port Stephens

Sustainable )
Performance / Council.

Customers &
other
Stakeholders

& Innovation

peiil T
ormation & Know\e355

e Advanced skills in strategic planning and policy development

Policy development across Port Stephens Council 1s undertaken in accordance with a
documented process, which mvolves wide consultation with affected communities (within or
outside Council). Policy development is overseen by the Executive Leadership Team, which
comprises the General Manager, three Group Managers, Financial Services Manager,
Business Systems Support Manager, Capital Works Manager and Communications Manager.
Stewardship of the policy development process is vested in the Governance & Legal Services
Manager. All policies are placed on public exhibition for 28 days, and considered dunng
brefings with Councillors prior to formal Council adoption. Policies are reviewed every year or
two years dependng on the nature of the policy

Reflecting the importance of Integrated Planning and Reporting to the health of Council, the
Corporate Strategy & Planmng (CS&P) function is located in the General Manager's Unit.
CS&P 1s headed by a manager with a ligher degree and 30+ years of executive expernence
in strategic and corporate planning,.

In 2014 Council established a dedicated Commumty Development & Engagement Unit
headed by an expert n commumty engagement to enhance the relationship between
Council and the communty.

PORT STEPHENS COUNCIL
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* Effective Regional Collaboration

Port Stephens Council is a founding member of Hunter Councils Inc, which is the former
Hunter Regional Orgamisation of Councils (HROC). Council 1s also on the Board of Hunter
Councils Pty Ltd, which i¢ the arm of the organigation that provides services that can be
accessed and shared by member councils and others across the State. Services include
procurement, environmental, legal, document safe storage and trammng; this Council
accesses all services except the document storage facility.

Durmng the process from Destination 2036 to Fit for the Future, Port Stephens Council 1s working
collaboratively with Hunter Councils; joned and supported the bid for the organisation to be
a pilot study for a Jomnt Orgamsation model. The Charter for the Jomt Organisation is at
http//huntercouncils.com.aw/'wp-content/uploads/2015/05/Hunter-Pillot-Jomt-Orgamsathon
Charter-adopted-6-Febmary-2015 . pdf

The govemning organisation is the Council of Mayors, of which Port Stephens Council's Mayor
is a member. The Council of Mayors is supported by the General Managers' Advisory Group
of which Council's General Manager 1s a member. There is a number of Special Interest
Groups (SIGs) auspiced by Hunter Councils that collaborate to share expertise

*  Community & Cultural Development

*  Communty Planning & Development

* Customer Service

* Economic Development & Infrastructure
* Environment Directors Forum

* Human Resources & Traming

=  Information Hunter (IT)

*  Jomt Purchasing/Procurement Group

* Records Management

* Regional Waste Educators Group

* Regonal Waste Group

* Regional Weeds Managers Committee
* Sports & Recreation Committee

= Workplace Health & Safety

Port Stephens Council staff participate in all of these Special Interest Groups. More widely,
Council staff collaborate in nsk management outside the region as well as mside and Port
Stephens i1s recognised for its expertise: recent collaborations and knowledge shanng include
with Simgleton, Muswellbrook, Greater Taree, Tamworth, Wamngah and Gwydir Councils.

The Lower Hunter Emergency Management Coordmating Commuittee (LHEMCC) compnses
representatives from Cessnock, Dungog, Maitland and Port Stephens Councils,
representatives from the combat agencies (Police, Rural Fire Service, State Emergency
Service, etc) and the Regional Emergency Management Officer for the Lower Hunter. The
role of the LHEMCC is to co-ordinate emergency management across the four Council
areas.

Other regional collaborations include but are not imited to:

PORT STEPHENS COUNCIL 10
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¢ Council won the National Award for Local Government 2013 for its role as leader in
collaboration with Maitland City Council and Dungog Shire Council to address 1ssues
related to motorbikes on local roads.

* Untilrecently Council provided ranger services to Dungog Shire Council as the latter
had hmited need to employ a full time ranger.

* Council has had an on-going and profitable 50/50 partnership with Newcastle City
Council in ownership of the Newcastle Auport, which is of great strategic significance
to the region's economy.

* Council construction crews from Council's Capital Works unit undertook a vanety of
clean-up works in and around the devastated Clarence Town community in the
neighbournng shire of Dungog, including the restoration of two pipe culverts and a
length of roadway near Lions Park in Clarence Town.

* Leading a group from within Hunter Councils to pilot and test, and subsequently
mplement an effective workplace drug and alcohol testing regmme.

« [nformation shammg with other councils and with Statecover (our insurer) to grow the
knowledge base in nsk management, and especially in wortkplace health and safety.

v Credibility for more effective advocacy

In 2005 Council established the Port Stephens Interagency which brought together service
providers from government and non-govemment agencies to more effectively and
collaboratively deliver services into the LGA.

http.//www portstephens nsw . gov.auw/communty-portstephens/council-networks

portstephens/1143623-pt-stephens-nterasency-pt-stephens

Subsequently Council has established a Youth Interagency with stakeholders mcluding
schools, youth services such as PCYC, State agencies and the Council's Youth Advisory Panel
of young people. http://www . portstephens nsw.gov.au/community-portstephens/council-

networks-portstephens/1144351-yvouth-mteragency

Council has also established the Cultural Interagency providng a forum for all commuiuty
organisations and/or community members and State agencies interested in the arts to meet
together to network, share knowledge and/or expenence, information and resources, build
and maintain relationships, discuss cultural development and trends, collectively identify and
pusue appropnate local opportunities pertaming to arts and culture. The Cultural
Interagency 1s an initiative of Port Stephens Council.

http.//www portstephens.nsw.gov.aw/commumty-portstephens/council-netw orks-
portstephens/1 144354-cultural-interagency™.

An example of our capability is our mitiative to form the Education and Employment
Interagency with partners including local high schools, TAFE NSW, local businesses and
employment agencies. The aim 1s to grow education and employment opportunities in the
Port Stephens LGA>

These Interagencies are convened quarterly by Council.
Councll also convenes a bi-annual transport forum with State and local transport providers

and planners to address the issues related to regional transport at a practical level, such as

planning for mcreased traffic, bus shelters etc.
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In 2004 Council formed the Abongmal Strategic Commuttee under Section 355¢ of the Local
Government Act 1993 Its purposes are to promote opportunities to celebrate Abongmal
culture and local cultural diversity; and to provide cultural consultation forums to strengthen
the development and delivery of cultural services and infrastructure.

Therefore Council has credible and well established pathways for effective advocacy. Its
support of the Fit for the Future Jomt Organisation proposal mvolving Hunter Councils Inc
llustrates a commitment to advocacy with State and Federal agencies on a regional level.

* Capable partner for State and Federal agencies

In recent times Council has collaborated on projects or completed services for the followmg

State and Federal agencies:*

* NSW Department of Family & Commuty Services

e NSW Department of Premuier & Cabmet, mcluding the Office of Local Government

* NSW Department of Public Works

e NSW Department of Sport and Recreation

e NSW Department of Trade & Investment, Regional Infrastructure & Services

* NSW Department of Education and Trammg

¢ NSW Department of Plannmg and Environment

¢ Australan Govemment — Department of Education, Employment & Workplace Relations

¢ NSW Department of Attomey General and Justice

e Australlan Govemment — Attormney-General's Department (Emergency Management
Austraha)

¢ Australlan Govemment — Department of Infrastructure, Federal Transport, Regional
Development & Local Government

*  Australan Govemment - Department of Health & Agemg

* The State Library of NSW

* NSW Office of Environment and Hentage

¢ NSW Department of Health

« State Emergency Management Committee

¢ NSW Department of Trade and Investment, Crown Land.

* NSW Roads & Mantime Services

¢ NSW Department of Transport

¢ NSW Department of Agnculture, Fishenes and Forestry

¢ Australan Govemment - Department of Innovation, Industry, Science and Research

e NSW Mantime Authonty

¢ NSW Minstry for Police and Emergency Services

¢ NSW Department of Human Services — Ageing, Disability & Home Care

e NSW Department of Human Services — Communty Services

¢ Austrahan Sports Commnussion

¢ Destination NSW

e TAFE NSW

We believe that this amply demonstrates our capability as a partner for other levels of

govermnent_

4 Port Stephens Council Annual Report 2013-2014 Volume 1

10
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* Resources to cope with complex and unexpected change
(a) Operational

The best example of Council's ability to cope with complex and unexpected change is the
devastation caused by the weather event in Apnl 2015, which resulted in extensive damage
to Council and community mfrastructure with flooding, gale force winds and loss of power
across the LGA. Port Stephens Council staff focused on a vanety of tasks mcludng mspecting
damage to the road network, cleanng roads of fallen trees and debns, receiving green
waste, cleanng a backlog of regular household waste collections, and responding to an
average of 650 calls to Council's switchboard each day. Council crews also inspected and
cleared dramage pits in preparation for further heavy ramnfall toward the end of the next
week. Council's holiday parks provided pillows and blankets to the Disaster Recovery Centres

when the relevant State agency could not do so

Snce the storm hit the region, a total of ten Council crews mvolving 70 staff operated around
the clock to clear debns and close affected roads for the safety of motonsts, while rangers

worked to clear ivestock from roads and reunite domestic pets with their owners

On the Fnday, n addition to the work required for safety and recovery, crews were deployed
to ensure venues for Anzac Day services were safe, while 20 staff were dedicated to ensunng
services ran smoothly on Saturday at Raymond Terrace, Nelson Bay, Taniba Bay, Lemon Tree
Passage, Medowie and Kamah.

Port Stephens residents made 1,300 free green waste drop offs at Council's four facilities on
the Sunday alone, with Salamander Waste Transfer Station receiving in excess of 600 loads in
one day.

Green waste drop off facilities were set up at Lakeside Sports Complex, Raymond Terrace,
Grahamstown Sailing & Aquatic Club, Ferodale, and Lemon Tree Passage Tip — all free to
residents.

Council's Raymond Terrace Senior Citizens Hall was established as the Disaster Recovery

Centre which acted as a focus for the community seeking assistance durnng the cnsis.

Port Stephens Council sent crews to help Dungog Shire and our Manager Communications
was seconded by the Regional Recovery Coordinator, Retired Brigadier Darren Naumann.

Council received outstanding positive feedback from the Local Emergency Operations
Controller n terms of how this Council responded to the event.

(b) Financial

This extreme weather event 1s estimated to cost approximately $11 milion m damage to
assets; and $2.9 millon in clean-up costs. However with its own resources added to eligible
grants from other levels of govemment together with insurances, the cost to the budget of

the natural disaster will be less than $250,0001m 2014-2015

PORT STEPHENS COUNCIL 13
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(c) Govemance

Council's Business Contmuty Plan and its Emergency Management Plan were activated and
worked to ensure that the Council itself only closed for one day — due to lack of power. The
Council's Recovery Centre became operational with Council's leadership and

communications teams.

Council has the expertise, resources (leadership, staff with the nght skill sets and financial

resources) and the resillence to cope with complex and unexpected change
*  High quality political and managerial leadership
The Council

In 2008 a referendum was held which led to the agreement of the commumnity to transition
Port Stephens Council from four to three Councillors per Ward (from 12 to nine); and agreed
to a populaily elected Mayor. In 2012 at the local government elections the first popularly

elected Mayor — Bruce Mackenzie — was installed for a four-year term.

Council has a well-established Code of Meeting Practice and a program of two-way
conversations each Tuesday with Councillors on a vanety of topics that will or may come
before Council. Council meets as a Committee of the Whole prior to the Ordinary Meeting of
Council. Public Access 1s held on the second and fourth Tuesday of each month prnor to the
Council meeting, in the Council Chambers. Public Access provides a forum for members of
the public to speak directly to the Mayor and Councillors about local or Council 1ssues.

Mayor MacKenzie was first elected to Port Stephens Council in 1968, serving until 2000. Dunng
that time he served as Shire President four times, from 1979 to 1981 and from 1989 to 1991. He
macde a return to Council in 2008, serving as Mayor for two year-long terms between 30
September 2008 and 14 September 2010. In 2012 he was elected to a four-year term as our
first popularly elected Mayor.

In 2012 the community elected three Councillors to ther first term — one from each Ward; the
other six Councillors have thirteen terms on Council between them. Councillors' expenence
reflects therr community: some actively in busmess, teaching, successfully self-employed or
retired. Council had developed over tine an mteractive online Councillor Development
Program which 15 refreshed annually.

The Executive

The General Manager is Wayne Wallis, who has worked in senior and executive positions in
local government for more than 35 years in Victona, Queensland and at Port Stephens

Council.

Wayne has a Bachelor of Business (Local Government) from RMIT and a Victonan Municipal
Clerk's Certificate. He also has a Diploma from the Austrahan Institute of Company Directors
Wayne is also an Australlan Business Excellence Facilitator and is a member of LG

Professionals Austraha NSW

PORT STEPHENS COUNCIL 14




ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1 ATTACHMENT 1 PORT STEPHENS COUNCIL
DRAFT IMPROVEMENT PROPOSAL

Carmel Foster was appomted Group Manager Corporate Services, succeedng Wayne Wallis
when he became General Manager in 2014. Ms Foster has worked at Council for eight years,
im charge of Council's commercial property and commercial enterpnses. Pnor to working in

local government, Carmel worked with a private fiim for five years as a Property Valuer, and
previous to that role worked n a State government land management/development role for

seven years.

Carmel 1s a registered Valuer with a post graduate degree in Utban Estate Management and
a Master's Degree i Planning and Property Development. Carmel has also completed a

Company Directors Course through the Australian Institute of Company Directors

Jason Linnane is Group Manager Facilities & Services. Jason has worked in local government
for over twenty years. He has worked previously at Dubbo City Council and Newcastle City
Council. Jason has an Applied Science degree, post graduate qualfications in
Management and a Masters of Commeirce.

Jason's background expenences are very diverse and mclude, amongst other things, public
land management, community engagement, service delivery and asset
plannng/management. With the wide vanety of services provided by the Facilities & Services
Group and its 250 staff, he has developed a very deep understanding of the complexties of
local government and its interactions with stakeholders.

Mike McIntosh commenced work at Council as Group Manager Development Services in
July 2012. Mike worked mn senior management positions for 16 years at the City of Port Phillip
and Moreland City Council in Melbourne i a range of roles mcluding planning, economic
development, toursm and compliance. Mike has a Bachelor of Planning and Design and 1s
currently completing a Master of Business Administration.

All of Council's senior leadership participate in a mandatory Semor Leadership coaching
program that is ongoing, with external facilitation to bing the most up-to-date leadership
expertise to Council's executive leaders and all managers across Council.
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2.1 About Port Stephens LGA

Port Stephens 1s the land of the Wonnu nation, and its LGA boundarnes corespond to those of
the Wornmi traditional lands.

Port Stephens Council is m the Hunter Region of New South Wales. The LGA is 168km north
northeast of Sydney and 25.8km north of Newcastle. The total area is 979 km?2.

The area contains prme agrncultural land, valuable natural ecosystems and a high level of
species diversity. Its waterway system les at the junction of the Myall River lakes system,
Karuah River and the Pacific Ocean. The western half of the area is geographically
dominated by the confluence of the Paterson and Willams rivers with the Hunter River. The
eastem portion of the LGA contains the Stockton Bight dune system, which extends for 32km.

The Council area 1s bisected and serviced by the Pacific Highway. Port Stephens enjoys a
temperate year round climate without the high humidity and seasonal temperature extremes
expenenced by many other regions.

Port Stephens is a thriving commumnity with great diversity. Although often perceived as a
wealthy tounst and retirement destination, the area has a broad range of residents from
different socio-economic backgrounds. Residents and tournsts alike are attracted to Port
Stephens because of its natural beauty, magnificent waterways and rural character.
Region: Hunter/Mid North Coast, NSW
Area: 979 square kilometres
Waterways: More than 100 square kilometres

Population: 57,200 — estimated to nse to more than 88,900 by 2031 (Plannng NSW)
Median age:

Population density:

Labour force:

Unemployment:

Relative Disadvantage
(SEIFA Index 2011)

Climate:
Mean rainfall:

Major population

Centres:

Score 980
Decile 6

Mild temperate
1328mm

Tomaree Peninsula, Tilligerry Penunsula, Medowie,

Raymond Terrace

Port Stephens has a rapidly growmmg population base supporting a range of mdustnes and

busmesses, all ust a two-hour dnve north of Sydney. Newcastle Auport and Willamtown RAAF

Base are key economic dnvers for Port Stephens and the wider Hunter Valley. Other major
employment industnes mclude tounsm, govermnment, transport and logistics, manufactunng,
construction and retail. The business community 1s vibrant and supportive with busmess
associations and networking opportunities open to both aspinng and established
entrepreneurs. Residents enjoy lifestyle options without the high cost of city living mcluding a

14
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number of sporting, cultural and community organisations. And big city attractions are still
within easy reach: Newcastle and its major shopping centres, national sporting teams and
university are a mere 25 minutes away.

Key challenges relate to clmate change as Port Stephens has significant coastal and estuary
exposure to sea level nse: and more than 90% of the area of the LGA is bushfire prone. In

addition, mcreasmng population will put additional pressure on the natural environment,
which is one of the major attractions of the area. Port Stephens attracts tounsts for most of

the year due to its environment, natural attractions and temperate chmate. In summer
months the population, especially n the Tomaree Pemnsula trebles, putting additional strain
on Council nfrastructure and services such as rubbish collection, ibranes and
beaches/teserves. Council's Integrated Plans support management of these challenges.

2.2 Key Challenges and Opportunities

At its regular annual Integrated Plannmg workshop held in October 2014 the Council's
combined leadership team assessed the key challenges and opportunities that Port
Stephens Council face. The tables below set out the Strengths, Weaknesses, Opportunities
and Threats that Port Stephens Council has identified and details the strategy area/actions
that are in place or planned to manage the challenges and capitalise on the opportunities.
Numbers in the table refer to numbering in the Integrated Plans

Strengths/Areas to be maintained

Strategies and Actions, including Delivery
Program/Operational Plans 2015-2019

*  Business Excellence/Continuous
Improvement Program/Innovation

15.1.5.5 Faciltate the roling Sustamability Review of Council's
processes and services.

¢ Sustanabiity Review process

15.1.5.5 Faciltate the four-year roling Sustamability Review of
Council's processes and services.

* Fnancial sustammabibty/property
and commercial portfolio

15.1.2 3 Manage and expand Council's commercial property
portfolio to meet or exceed mdustry standards.

* Enterpnse Agreement/imdustnal
stability

The next iteration of the Port Stephens Enterpnse Agreement
will be implemented from 1 July 2015. There has never been a
strike at Port Stephens Council: all urnons have a seat at the
negotiating table, removing the adversanal nature of most
negotatons. When first implemented in 2008 unplanned
leave decreased substantially and staff engagement
continues to increase.

*  Risk Management system/Work
Health and Safety culhure

15.1.3 1 Continue the mtegration of the Woik Health & Safety.
Cormporate Fisk and Environmental Management Systems mto
the Integrated Risk Management System

15.1.3 2 Review and contmuously improve Integrated Risk
Management System

15.1.3 4 Provide inswrance coverage to manage nsks

15.1.3.5 Identify, monitor and manage controls to address
extreme and ligh nsks across Council

* Leadeship/open access to serior
managemernt

¢ All personnel in a supervisory capacity are requited to
meet one-on-one in a face-to-face meeting with every
dirtect report at least every fortnight:

¢ The Executive Team led by the General Manager holds
an open microphone session with staff every month;

* The Executive Team schedules to be at remote locations
at least five howrs per week each:

¢  The General Manager has a contnually operating open
door policy where staff can tum up to speak to him n
povate at any tme (unless he is otherwise m a meeting
etc).

* Staff engagement

15.1 4.2 Prowvide all staff with a learming and development

15
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Strengths/Areas to be maintained

Strategies and Actions, including Delivery
Program/Operational Plans 2015-2019

plan that mchides access to statutory skills trammg and
development opportumties

15.1.4 3 Prowvide a career coaching program that empowers
staff to take charge and build their careers

15.1 4 8 Conduct an employvee engagement survey

*  Community satisfaction

17.1.1.17 Conduct a customer satisfaction survey

*  Business Operating System/one
council approach

Council has an operating manual that covers all aspects of
working at Port Stephens Council, rules, policies. IP&R —a
handbook/reference so that all staff know what to do and
what 15 expected in thenr working situations.

* Fnancial management

In 2012 Council adopted the "treasury model of financial
management down to Section level teviewed and
streamlmed its inancial processes and set in place Financial
Business Rules that set out the parameters for expenditure
across Council

¢  Newcastle Auport Pty Ltd

Port Stephens Council shares with Newcastle City Council
ownership of the Newcastle Auport. In accordance with the
Local Govermnment Code of Accounting Practice and
Fnancial Reporting the financial accounts of the Newcastle
Airport have been brought mto Council's audited annual
financial accounts. Whilst the Airport’s loans to fund its
expansion impact this Council's ratios, the Long Term
Fnancial Plan includes future eamings to Council in the order
of $1.000,000 per annum.

* Brand and reputation

19.1.1.2 Manage Council's customer services and monitor
performance across Council
19.1.1 4 Continue to manage Council's employver brand

¢ Workforce strategy/staff
stability/career
management/learning and
development program

15.1.4.1 Implement succession plans for entical workforce
segments and positions to team leader level

15.1.4.9 Implement the actions i the Workforce Strategy
2013-2017

*  Working Together & Provision of
Information Policy

Councillors and staff have an agreement that spells out the
relationships and how to work together productively.

http //www portstephens nsw_gov.auw/councl/polcies/ 115606
8-working-together-and-provision-of-information

*  Organisation structure

Port Stephens Council continuously reviews its orgamsational
structure as part of the ongoing Sustamability Review process.
The structure overall has been aligned to the business:
Development Services enables service delivery: Facilites &
Services deliver the services; Corporate Services supportts the
delivery of services; the General Manager's unit provides
executive leadership and support for the Mayor and
Councillors.

*  Volunteers

More than 600 volunteers work to support services that
otherwise Council could not afford. through 53 Committees
of Council.

6.1.1.2 Worik with Council's volunteer 355¢ committees to plan
and pnontise capital works.
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Weaknesses/Areas for Inprovement Improvements — planned or in progress

* Vanability of asset management (a) Lawler Partners were comnussioned to audit
asset management models in November 2014
and have reported on improvements to be
made before preparation of the FY 2014/15
Special Schedule 7.

(b) Momson Low consultants were comnussioned in
October 2014 to undertake an extensive review
of asset management practices and processes.
and to assess the appropnateness of the
resources (right people. nght skills etc). As a
consequence a restructure of the Civil Assets
Section and pairts of the Public Domam &
Services Section will be implemented from 1July
2015.

* Dated technology 15.1.5 4 Review. coordmate and delver Information
Commuuucation Technology improvement projects —
when completed will place Council in front of
mdustry standards; with matunty of ICT mfrastructure
there will be a commensurate decrease n staff costs
as well as a decrease in recurtent costs (for example,
moving to a more genenc platform such as the SQL
server will save $100.000 without any loss of customer
service).

15.1.5.6 Review. coordimate and deliver the spatial
services program of work.

* Website A new website 1s being designed for Council n-house
to be fully operatonal m 2015-2016.
*  Undemstandng of [IP&R not widespread An in-house course was developed and deliveredin
across Council 2014, A'smple to use' [P&R manual is bemg prepared

for general staff use.

¢ Age of Admmistration Buildng and Depots 15.1.5.9 Strategically plan for and actively promote
the efficient utlisation and design of office
accommodation and public space. facilites and
bulding services at the Raymond Terrace
Administration Buillding,.

Stage 1 of the project to rteplace the Raymond
Termace depot has commenced i 2014 with
identification of some sutable sites

¢+ Community engagement In 2014 Council appointed an expenenced officer to
a newly created positon — Community Development
and Engagement Coordinator, and a Commumty
Engagement Officer to wotk with sections of Council
on enhanced engagement with ouwr comnmuuty,
mchuding the use of social media-based tools.

18.1.1.2 lmplement a community engagement
strategy for the Comnmuuty Strategic Plan 2016-2026
5.1.1.1 Convene and support the Port Stephens Youth
networks

18.1.1.4 Convene the Port Stephens Council
Residents' Panel

6.1.1.3 Convene the Port Stephens Interagencies.

Imbalance of women in senior positions Council reconstituted its Wotkplace Equity & Diversity
Commuttee early m 2015, One of its seven target
groups for acton n coming years 1s Women.
(Workforce Strategy 2013-2017 p.80) Counail will
continue however to recnut on ment for 100% fitness
for the role. The Woikforce Strategy appendix D
contaims the actions to be taken — 15.1.5/16.1.1

Agemg workforce The Woikforce Strategy 2013-2017 provides at page
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Weaknesses/Areas for Inprovement Improvements — planned or in progress

58 detailed analysis of what this means for Council
and potential impacts. Appendix D sets out strategies
and actons for addressing this ssue

Contractor Management Council has taken the followmng actions in late 2014

and early 2015 to improve its contractor

management:

*  Areview of WHS for contractors, leading to
revised/improved processes;

¢ Revised management directives m support of
new processes:

* Introduction of a new PSC Contractor
Venfication Card.

In additon to WHS issues, contractors and potential

contractors are made aware through mduction

tramning of their nghts and obligations. mcluding

under the Code of Conduct and the Statement of

Business Ethics Policy.

Opportunities/Areas to Exploit Strategies and Actions, including Delivery
Program/Operational Plans 2015-2019
*  Jomt Organmsaton Model (Hunter) * Relatons with other levels of govemment —

participation will give PSC a stronger voice
¢ Opportunities for staff
*  Opportumties for resource shanng

¢ Economic development Planning at regional and potentially State level with
PSC pronties included: allows PSC ED to focus on
mproving intemal econonuc development
opportunities.

Hunter Valley Research Foundation's February 2015
report - identifies positives emergmg witlin the local
economy. http://www hif com auw'news-
events/published-articles

*  Attractive area to live, work, play Change vour Outlook promotion to continue: has
been successful in attracting quality applicants for
positions: and generally to mcrease the recnutment
pool numbers

¢ Conferences and events 12.1.1.4 Sponsor major events that deliver economic
benefit to the Port Stephens commuruty
*  Expansion of commercial activites Port Stephens Council has a high-perfonming

commercial propeity portfolio which it is seeking to
expand: 15.1.2 3 Manage and expand Council's
commercial property portfolio to meet or exceed

ndustry standards

* Local Govemment Relationslup Manager Advocate to OLG that this positon be retamed after
Fit for the Future as it is a good conduit to the
govemment: and, relationship development allows
the LGR M to gam in-depth msight into the councils m
his/her domain.

* Pacific Highway trtaverses Port Stephens Large traffic volumes provide opportunities to
LGA promote the amemty of Port Stephens. economic
duver for the LGA.
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Threats/

Actions to Mitigate Impact

*  Future skills shortages

Council has developed a Talent Management
Strategy as part of its Wotkforce Strategy and has
annual wortkforce planning sessions across Sectons to
identfy trends and incorporate strategies to ensure
future skills shortages are mitigated. Port Stephens
Council Worlforce Strategy 2013-2017 pp.53-67

* Chmate change

Council has in place a Clmate Change Adapton
Strategy.

*  Natural disasters

1.1.1.7 Convene the Local Emergency Management
Commuttee.

* Economic conditions

1.1.1.8 Provide buildings and funding support for Rural
Fire Service and State Emergency Services.

* Increase in population

1.1.1.9 Mamtain and upgrade Asset Protection Zones
and Fire Trails.

*  Agemg population and workforce

2.1.1.1 lmplement Council's Agemg Strategy.
Council's workforce largely murrors the NSW average
for local govemment by age group (Port Stephens
Council Worlforce Strategy p33). Sttategies to
address the agemng wotkforce melude Best Employer
Strategy: Health. Safety and Wellbemng Suategy:
Information and Commumcation Asset Management
Strategy: Talent Management Strategy: Fit for Work
and Transiton to Other Roles. (Port Stephens Council
Worlforce Strategy Appendix D)

* Nelson Bay Road — only road into/out of
Tomaree Penmsula

13.1.1 4 Fingal Bay Link Road: Stage 1 — Agreement
with landholders for acquisiton of land.

¢ Changng relations with vendors (ICT)
(hostage orleg up)

Mitigation strategies n place
*  Diversfy mtemal skills
* More genenc platforms e.g. SQL server

Strategies and actions were developed and/or documented as part of the Integrated
Plannmg process and mcorporated nto the Operational Plans 2015-2019 that were adopted
by Council on 26 May 2015 after a penod of public exhibition n Apnl 2015. Achievement of
the Operational Plan actions forms part of the improvement proposal strategies outlined in

Section 3.

19

PORT STEPHENS COUNCIL

21




ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1

DRAFT IMPROVEMENT PROPOSAL

23

Description

Operating
Performance
Result

Own Source
Revenue

Building and
Infrastructure
Asset Renewal

Infrastmicture
Backlog

Asset
Mamtenance

Debt Service
Ratio

Real Operating
Expenditure per
capita

0.0010

3 year average
from 2012-2014

7T .9%

3 year average
from 2012-2014

854%

3 year average
from 2012-2014

5.5T%
As at 30 June 2014
50.7%

3 year average
from 2012-2014

8.19%

3 year average

from 2012-2014

Decrease from 133
m2011/12te 1.231n
2013/14

0.035

3 year average
from 2015-2017

8§1.21%

3 yvear average
from 2015-2017

103.71%

3 yvear average
from 2015-2017

2.27%
As at 30 June 2017
98.2%

3 year average
from 2015-2017

4.62%

3 year average

from 2015-2017

Decrease from
124m2015t0 1.13
n 2017,

Performance against the Fit for the Future Benchmarks

Benchmark

Greater or equal
to break-even
average over 3
vears

60.0%

=100% average
over 3 years

=100%

=0% and =20%

DECIERSEE over
time

ATTACHMENT 1 PORT STEPHENS COUNCIL

The cument performance
ratio 1s based on a 3 year
average between 2012
and 2014, The rato was
affected by
pavment of the 2014 4th

the non-
quarter Federal Assistance
Grant. Had Council
recerved this operating
grant the ratio would have
been 0.010 mstead of
00010
Council has strong
revenue streams outside
of grants which include
commesrcial mcome from

o mvestinent pol'tfc!l'.o.
commeicial property
portfoho,  holday  pairks

and Newcastle Airport.

Council has slowly been
growing its capital budget
m order to remnvest nto its
buldng and mfrasttucture
In 2014 Council achieved
a 114% renewal rate with
plans to continue at thus
rate.

Refer

Ccominents on

3.1 for
Council's

to section

Infrastructure backlog
Refer to secton 3.1 for
comments on
Asset maintenance.

Council's

Council's debt and cash
ratios remam steady and
the

within benchmark

hiits.

Decrease achieved
despite average

population growth of 1.2%
14% p.a
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Dnvers for Port Stephens Council's performance agamst the it for the Future benchmarks
mclude:
. Population
The LGA's population is set to mcrease from 67,000 m 2013 to 88,900 m 2031, according to
Planning NSW. The projected profile shows that people 65+ years old will mcrease from

19.0 to 27.0% of the total population.

At the same time the population of children (0-14 years) declnes slightly from 22.3% to
20.0% of total population.

Population density is driven by a number of factors:

1. Port Stephens LGA has at least 13 constraints that restrict the availability of settlement
— only 42% of the LGA is rateable; for example the rest is national parks/reserves and
SEPP 14 wetlands; Hunter Water catchments; SEPP 71 coastal protection zones; flood
prone or bushfire prone land:. aircraft noise-affected land: and more than 100 square
kilometres of waterways.

Settlement preference: Port Stephens is both a sea change and tree change
destmation, leadmmg to higher density closer to the coast and around the transport
hub of Nelson Bay Road/Newcastle Airport.

]

The growth and change in the profile of the population will infuence Council's options n
the future as the nature of community expectation changes: for example there is an
anticipated increased demand for services and facilities for an ageing population; but
the services and facilities for children would remain at curent levels — Council does not

mtend to invest in new child care centres for example.
« Historical Context

In the 1990s an earlier Council had taken decisions to mvest in land and commercial
property. This decision has resulted in Council being less reliant on rates and grants
income. Council has partnered with Newcastle City Council in the Newcastle Airport and
this entity pays a yeaily dividend of between $750,000 and $1 nullon to each of the
partners.

Since 2011 Council has been actively containing its expenditure through a senes of rolling
Sustamability Reviews which has resulted i cash saving of $2.5 millon p.a. and a more
efficient organisation across all its service packages. This program is scheduled to

continue indefinitely, on a roling four-year basis.

At the same time Council has moved to mncrease revenue from non-rates sources,
imchiding royalties from sand extraction and bio-banking. Over the next ten years
Council will realise a further $1.5 milhion from land sales.

In the past Counci has applied for special vanations to rates to fund economic

development: environmental works; and re-development of the Nelson Bay town centre.

Histoncally Council has applied the normal annual rates mcrease allowed by the Office

21
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of Local Government and later IPART and will contimue to do so. However in the interests
of our commumty 1t 1s not anticipated that Council would seek any special vanations to

rates for the foreseeable future ®
+«  Workforce

The proximty of Port Stephens LGA to the large population centre of Newcastle/Lake
Macquane provides opporturnnties for recruitment from a relatively large pool of skilled
workers. Its proximity to the University of Newcastle provides a source of graduates in
areas requirng tertiary qualifications e.g. engineers. In practice we attract staff from

across the State and from other parts of Australia.

In fact, Port Stephens Council has little trouble attracting and retaining staff Council's
Award-winning Enterprise Agreement recognises and rewards the whole person; it does
not have just a monetary focus. We offer the broadest range of flexible work practices m
local government in NSW e.g. career break leave, grandparents leave, carer's leave,
matemuty/patemity leave, part-time, job share, four day weeks, nine day fortmghts,
flexitime and Rostered Days Off. These are complemented by a market-based
remuneration system. Work life balance 1s a realty at Port Stephens. Our well-developed
learnng and development program focuses on skill development for now and the future,
supports terhary education and provides opportunities for acting n other roles, often for
extended perods. We see this as integral to managing our organisational skill needs and
providing career progression for our people. Our High Performance Leadership Coaching
program has been implemented for 110+ staff m the Combined Leadership Team, and is
supported with annual mamtenance days and one-to-one coachmg. Individual Work
and Development Plans are in place for every staff member and reviewed at least every
six months: these are goal-onented with outcomes linked to the Commumnity Strategic
Plan. We have mplemented our Talent Management Strategy which seeks to ensure
Council has the nght people in the nght roles now and into the future. Gnevance
numbers are extremely low, there has never been a stiike at Council, and the turmover

rate 1s currently 3.5%

We have developed and implemented a successful employer brand strategy — Change
your Outlook — which has meant that all ciitical workforce positions are filled. This
campaign uses the stones of real staff and demonstrates the value and opportunity of a

career in local government.

In terms of staff engagement over 63% of staff are engaged, and in one section

engaged staff accounted for 98% of the section's staff.

° Port Stephens Council Long Term Financial Plan 2015-2025

]
(3]
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* Policies of Council related to Financial Management
(a) Rates

Council each year levies and collects ordinary land rates under four categornes:
residential, business, farmland and mining.

In 2006 the annual review of rates revealed that the average residential rate
remained above the State average and the average business rate remamed below
the State average. The farmland rate, as a result of the 2004 revaluation, was
reduced further below the State average. For 2006-2007 the farmland rate increased
at the same level as other land categones. Council’s goal was to biung the average
rates for all land categones below the State average and to achieve this it had to
continue to increase the business rate in particular, so that the residential rate could
be reduced.

The attempt to have all categones remam below the State average was abandoned
due to the successful application for special rate vanations —in 2006 to replace
expuing rate vanations; and in 2008 to increase the business rate to provide new
economic services. [t was thus impossible to continue to pursue a position of
remaining below the State average in all land categornes.

From the Comparative Data 2012-2013¢% Port Stephens Council rates relative to the
State average are:

Residential Rates (Average) Business Rates (Average)
$950 $5,000
$4,693
$4,500
$900 $8%6
$883
4872
54,000
%850 4 $3,642
$3,500 -
$3,245
$800 - $3,000 4
Port State Group_a Port State Group 4
Stephens  Average Councils Stephens  Average  Councils

§ NSW Office of Local Government
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Farmland Rates (Average)

$2,200
$2,080
$2,000
$1,800
$1,653

$1,600 51532
$1,400 A

Part State Group 4

Stephens Average Councils

The tables below show Port Stephens Council's rates compared to its neighbours.

Residential Rates (Average)

Business Rates (Average)
$1,100

$1.015
997
so75 > $8,000 §7,685

$1,000

$900

Farmland Rates (Average)

$3,000

52,574
$2,500

$2,000

$1,500 -

$1,000 -

<° 24
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(b) Other Financial Policies

*  Budget Control & Authorization Policy
The objective of this policy 18 to ensure that all Council expendituwre 15 legally
authonsed and that effective systems of budgetary control are in place to
monitor and report on actual mcome and expenditure compared with

budgeted income and expenditure.

*  Cash mvestment Policy
The purpose of this Policy 15 to guide Council’s cash mvestment process and

specifically:

+ Establish Council’s investment philosophy;

« Establish investment nsk management guidelnes;

« Prescnbe requirements to be followed m mvesting surplus funds that are
not immediately required for any other purpose;

+ [dentify the duties of those involved i the investment process;

+ Prescnbe intemal control, mvestment monitonng and reporting
procedures.

* Debt Recovery & Hardship Policy
The objectives of this policy are to ensure:

. efficient and effective processes for collection of outstandng
debts;

. provision of a decision making framework for assessment of
financial hardship applications;

. statutory requirements are met for recovery of rates, charges, fees
and other debts; and

. debts are recorded in Council’s accounting system.

=  Pricing Policy
The objectives of this policy are

. To provide a decision-makmng framework for the determmation of
fees and charges;

. To enable determmation of fees and charges that 15 equtable,
consistent, timely and accountable;

. To provide opportunities for cost recovery whilst meeting Council's
community service obligations;

. To meet Councils statutory requirements wunder the Local

Govemment Act, 1993 and other relevant legislation in relation to
setting fees and charges;

. To assist Council staff, when reviewing existmg fees and charges
and/or considering new fees and charges.

=  Procurement Policy
The objectives of this Policy are to:
. State Council's policy on procurement matters;
. Provide clear direction to Council officials (Councillors, staff and
delegates of Council) making procurement decisions.

This policy 1s also supported by a Sustamable Procurement Policy to give

guidelnes on mmmmzing the social, environmental and economic impacts of
our procurement processes and outcomes.
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(c) Borrowing

Council does not have, and has not had any policy that prohibits borrowing.
However Council has lmited its borrowings to the levels set by the Miuuster for Local
Govemment from time to time.

Histonically, Council's policy regarding the use ofloan funding has been that loan
funding 1s only available where the proposed expenditure will result m a future
revenue stream that will fund the loan repayments. As a result, the majonty of
Council's existing debt portfolio relates to its commercially focused activities being
the Holiday Parks, Newcastle Airport and its commercial property portfolio

With the move to an underlying surplus as at 30 June 2013 and projected surplus
mcreases in future years, a review of borrowing was undertaken. As a result Council
has participated in three rounds of the Local Infrastructure Renew al Scheme (LIRS)
and has received approved in two of the rounds for loans of $1 million and $2 million
respectively.

(d) Council's Financial Business Operating System

Supplementing the Council's Long Term Financial Plan and financial policies, Council
has mtroduced the Financial Business Operating System — a document that sets out in
considerable detail the do's and don'ts related to all matters financial so that across
Council all staff operate from the same set of rules related to budgeting, expenditure
etc.

(e) Financial Governance

Until February 2014 Council had three internal financial oversight teams established to
develop the financial accountability and improve financial operations across
Council. These were the Financial Analysis Team, the Capital Works Analysis Team
and the Section 94 Analysis Team. The Teams had members of the Executive as
sponsors and mcluded a cross-section of senior staff as well as the Manager Fmancial
Services. The first two Teams were reviewed at it was deemed that their work was
substantially completed and they were discontinued. The Section 94 Analysis Team
was also reviewed and it was felt that its work was not yet completed but a sunset
clause was adopted providing for continuance of that Team for a year and then a
further review would be undertaken. This was largely because Council had difficulty
sourcing an 94 planner and had decided to develop an existing staff member n the
role — a decision which would require in the short term contmued oversight of the
process.

Now that robust systems and procedures are in place for financial management and
capital expenditure management, the Executive Team oversights the financial
management of Council and ensures that Councillors are aware of all financial
management matters through the quarterly budget review process, and the
quarterly Audit Committee process.
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* Susceptibility to Natural Disasters

Port Stephens Council has a Local Emergency Management Committee (LEMC) that
oversees the development, implementation and review of the Local Disaster Plan.
The goals of the LEMC are to:

o Prevent orreduce the impact of emergencies,

o Ensure the preparedness of the community,

o Provide an effective and coordinated response to an emergency,

and
o Prowvide for the recovery of the commumty

The LEMC consists of a General Manager,; the Local Emergency Operations Controller
(LEOCon) which 1s the NSW Police Local Area Commander; the Local Emergency
Management Coordmator (Jason Linnane, Group Manager Faciliies & Services, Port
Stephens Council); and senior representatives from combat and functional area

supportmg agencies

Combat agencies represented mclude
= NSW Police Service & LEOCon,
" NSW Ambulance,
= Fre & Rescue NSW,
= State Emergency Service (SES),
=  Rural Fire Service (RFS),
= Distnet Emergency Management Officer (DEMO) where required, and
= Assistance from the Local govemment (Council) and the LEMO.

Functional Area support agencies represented include:
*  Agnculture and Anmimal Services,
L] Communucation Services,
= Engmeenng Services,
* Environmental Services,
= Health Services,
* Public Information Services,
= Transport Services,
*  Energy and Utiity Services, and
= Representatives from major mdustnes (for example, Tomago Alunumium,
Newcastle Airport, Manne Rescue).

In the event of an emergency, the Local Emergency Management Committee will,
as required, provide assistance with a multi-agency response to the respective

combat agency.

In addition there is the Lower Hunter Emergency Management Coordinating
Committee (LHEMCC). The LHEMCC comprises representatives from Cessnock,
Dungog, Maitland and Port Stephens Councils, representatives from the combat
agencies (Police, Rural Fire Service, State Emergency Service, etc) and the Regional
Emergency Management Officer for the Lower Hunter. The role of the LHEMCC 15 to
co-ordinate emergency management across the four Council areas.

Dunng 2007 the LHEMCC prepared an Emergency Risk Management Report

identifying the followmg hazards as posing an extreme sk to people:
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®*  Bush fire,

= Grass fire,

= Food,

L] Extreme Heat,

= Industnal Accident,

=  Mine Accident,

= Transport Accident Road, and

=  Communicable Disease Affecting Humans

Lower Hunter Emergency Management Coordinating Committee (LHEMCC)

Displan

The Displan (Disaster Plan) is the key document for identifying roles, responsibilities,
control and co-ordmation of emergency operations at a local level. This
document links with District and State Level Disaster Plans should the scale of the
disaster / emergency require resources not available within the local community
A collaborative approach between Cessnock, Dungog, Maitland and Port
Stephens Council was taken in prepanng the Displan for the four (4) local
government areas. This document was prepared through the Lower Hunter
Emergency Management Co-coordinating Commuttee (LHEMCC) to ensure that,
n the event of an emergency, combat and supporting agencies would all be
working under the same plan regardless of the location of the event.

The State government. through the Ministry of Police and Emergency Services has
recently released the template for the Local Emergency Management
Committee to prepare new emergency management plans. These will replace
the current LHEMCC Displan.

1. Flooding

Please refer to the Storm section 2 below for events related to week of 20 April 2015.

Whilst drought is not thought to be a threat to the Port Stephens LGA, the possibility of
floods 1s always present. Port Stephens LGA lays at the confluence of the Paterson,
Willams and Hunter Rivers and its northern border is in part the Karuah River. Tiligermnry
and Windeyer Creeks run through the area. The actual flood affected area, based
on the best practice method of mcluding all flood affected lands up to the probable
maxmum flood means that up to 44.32% of the LGA is flood affected in some way.

The extent of flood susceptibility is shown i the five maps of the LGA held by the
State govemment:
http://www legislation.nsw._gov.aw/mapimndex?type=epi&vear=20138&no0=755#FLD

Major levee banks are situated along the Wilklams River. These structures are owned
and mamtamed by NSW Office of Environment and Hentage, and Port Stephens
Council contnbutes to ther annual mamtenance. There 1s a large number of small
levee banks which are prvately owned and maintamed, largely to manage tidal or

localized flooding.
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Council has undertaken or s undertaking significant flood studies as referenced in the
Integrated Plans 3.1.1.4 —3.1.1.7. In recogmition of the LGA's significant coast and
estuary exposure to mundation due to chmate change, Council has developed and
1s implementing its Adaptation Action Plan.

2. Bushfires
More than 87% of the Port Stephens LGA 1s zoned as bushfire prone land and more

than 90% of that bushfire prone land is m Category 1: highly fire prone. Dunng late
2014 and early 2015 Council camed out an exercise to 'ground truth' these statistics.

Pt Setlema} e T e BUSH FIRE PRONE LAND  coeson nasyzces AR

Storms

The Bureau of Meteorology has documented histonc severe thunder storms up to
2007 mcluding Port Stephens.
http//www . bom. gov.auw/nsw/sevwx/significant.shtml

In March 2014 a mmi-cyclone hit Port Stephens Council LGA directly and caused
significant damage to property = both private and Council-owned. On Saturday 1
November 2014 a fast moving storm killed one person; and on 23 November 2014 a
severe storm caused damage and power outages across the LGA. This pattern has
been repeated m the years between 2007 and 2014.

On 21 Aprnl 2015 Port Stephens along with other Hunter Region council areas was
devastated by the effects of an east coast low pressure system that battered the
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LGA with high winds in excess of 135 km/hour at times; and heavy rain estimated in
some areas to be greater than 418 millmetres in two days. The damaging winds also
created havoc with the electneity gnd; and the loss of power created hardship for
residents and businesses and economic damage to tounsm mfrastructure.

Given the exposure of the LGA to flooding and its position m an area prone to east
coast low pressure systems, it is anticipated that penodically the LGA will expenence
similar catastrophic events.

* Population Pressure

Port Stephens LGA 1s a popular holiday destination with a long holiday season due to the sea
water temperature and its mild chmate. At least 1.4 millon additional people come to the
LGA annually.

Additional costs for peak holiday seasons is about $120,000, which covers additional
cleanng of amemnities, beaches, BBQ's, fish bns and general clean up around the town
Additional waste services are estimated at $50,000. The extra costs for waste are mamly
around additional servicing of htter bms. Litter bins are serviced daily over the holiday penod
and the ones in Nelson Bay CBD are serviced twice a day. Waste volumes collected nse by
about 30% for the holiday perod.

Whilst Ranger services do not incur mcreased costs, the focus of activities 1s more aligned to
llegal activities, and fines average around $30,000 per annum revenue.

All associated costs are incorporated nto planned expenditure budgets and reflected n
Council's overall financial position.

The populationn 2011 was $64,807 (ABS 2011 Census) and 1s now estinated by the Australian
Bureau of Statistics as 69,728 as at 2014.7 Overall population in the LGA is anticipated to grow
by 1.2% per annum to reach 88,900 i 2031 (Planning NSW 2014). Parts of the Port Stephens
Council area are expected to increase i population to 2016, with the largest gains
expected in the areas of Fern Bay, Fullerton Cove, Raymond Terrace — Heatherbrae, Kings Hill
and Nelson Bay. The population increases are based on household growth, which in turn
relates to new residential opportunmities, most notably in the areas expenencing significant
greenfield development, as well as others with moderate mfill and medium density
development.

High rates of population and tounsm visitor growth coupled with increasing rates of mobility
through transport improvements, namely road construction and risng levels of car ownership
are placing increasing pressure for land use change across the LGA. Future settlements in
Medowie and Kings Hill are expected to divert housing pressures from the Tomaree Peninsula

and secure the economic growth of Raymond Terrace as a regional centre.

Council has developed the Port Stephens Planning Strategy (PSPS). The pnmary purpose of
the PSPS 1s to guide land use planning and decision making for development and
environmental outcomes. The PSPS provides the framework for the broad strategic base to
manage growth and s supplemented by sub-strategies to provide an additional level of

Thttp //www.abs. gov.au/AUSSTATS /abs@ nsf/DetailsPage/3218.02013-14?0penDocument

30

PORT STEPHENS COUNCIL 32



ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1 ATTACHMENT 1 PORT STEPHENS COUNCIL
DRAFT IMPROVEMENT PROPOSAL

detall for specific areas or issues. These sub-strategies facilitate the release of wban lands
supported by timely mfrastructure provision such as the new release areas of Kings Hill (North
Raymond Terrace), Anna Bay and Medowie, the emerging Heatheibrae Enterprise Corridor;
and Defence and Anport Related Employment Zone Busmness Park, and the contmued
development of Raymond Terrace as the major regional centre.

http//www portstephens nsw.gov.auw'planning-and-buldin g-portstephens/planning-

stratemes-portstephens/1140722-port-stephens-planning-stategy-2011

. Increases in costs

Through its ongomg Sustamability Review program, Council momnitors its expenditure and
makes efficiency gams as well as cash savings. (In December 2012 at the end of the first
iteration of the program, Council achieved ongomg annual cash savings in excess of $2.5
millon p.a. from one 18 month review across all operations and service packages).

Rigorous financial control of expenditure and mnovative own source revenue strategies
reduced Council's underlying deficit from $5 milhon n 2010 to a surplus of $313,000in 2013; A
surplus m the order of $1.5 mullion 1s anticipated to be aclhieved by 30 June 2015.

The Long Term Financial Plan 2015-2025 developed three scenarnos, and in adopting the
"Improved Scenarno’ management of costs 1s addressed (Port Stephens Council Long Term
Financial Plan 2015-2025 p3):

* The entire rate peg of 2.4% 1s applied to rating income

= Anmflation forecast of 2.5% is applied to most sources of mcome

* $1,500,000 of land sales have been included

= A dividend from the Newcastle Airport Partnership of $1,000,000 has been included

Council recently engaged the services of PKF Lawler Partners to review the calculations and
assumptions used within the 2015-2025 Long Term Fmancial Plan. The final report did not
identify any significant issues with Councils financial plannng and recommended no

change to the model.

Staff
Specific issues related to staff costs are:

= Compulsory superannuation guarantee rate increase
The impact of the Federal government's changes has been factored in:

Year Rate

2015-16 9.50%
2016-17 9.50%
2017-18 9.50%
2018-19 9.50%
2019-20 9.50%
2020-21 9.50%
2021-22 10.00%
2022-23 10.50%
2023-24 11.00%
2024-25 11.50%
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= Vested Sick Leave:
A provision for vested sick leave of $4 nmullion has been included as a hability m the
Balance Sheet. For the purpose of the forecast, payments from the provision
have been estimated when the eligible employee reaches the age of 65.

* Long Service Leave Liability:
Long Service Leave entitlements are govemned pnmarily by the Long Service
Leave Act 1955 and by conditions in the Port Stephens Council Enterprise
Agreement 2015. A provision of $6.5 milion has been included as a hability in the
Balance Sheet of the Long Term Financial Plan. For the putpose of the forecast,
payments from the provision have been estimated when the eligible employee
reaches the age of 65.

= Learming and Development:
Council provides extensive leammng and development opportunities; there are
education and traming opportunities for people of all ages. A yeaily expenditure on
leammg and development of $360,890 has been included in the salanes and wages
expense in the Income Statement of the Long Term Fimancial Plan.

= Port Stephens Council Enterprise Agreement 2015:
At the time of preparation of this report the Enterpnise Agreement 1s being
renegotiated under the Chairmanship of Deputy President Hamson of the NSW
Industrnal Relations Commission. Wage increases are yet to be determined however
for the purposes of the Long Term Financial Plan increases of 2.6%, 2.7% and 2.8%
have been factored into the forecasts in lne with the NSW state award.

Other Expenditure

As noted above an inflation forecast of 2.5% p.a. has been factored into the Long Term
Financial Plan for each scenarno. This assumption has been made in contrast to the
expernence of the Local Government Cost Index issued by the Independent Pricing and
Regulatory Tribunal (IPART) which came out below the official Consumer Price Index figure
for 2014-2015 in setting the rate peg amount.

Service Levels

As Council's financial position continues to improve it 1s mtended prnmarnly to use the
additional financial capacity to reduce the asset backlog, which in tum will reduce the asset
maintenance requrements. However it is also anticipated that Council will work with its
community to mcrease service levels in some areas. In 2011-2012 the consultation with the
community identified across a number of service packages that people would prefer
mcreased service levels; however there was no appetite to trade off existing services or to
increase rates and charges — the existing service levels were deemed adequate in the
crreumstances.

2.4  Water Utility Performance

Port Stephens Council does not provide water and sewerage services and thus has no assets
m these categores. Those services are provided to the LGA by Hunter Water Corporation.
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3.1 Improvement Strategies & Outcomes

Sustainability

Operating Performance Ratio — Cwrrent Situation 2012-2014
(IPART assessment methodology requires that councils Must meet the benchmark within five
years)

Meets the FIFF Benchmark: YES

BENCHMARK AND RESULT

Benchmark:- Greater or equal to break-even average over 3 years

2011-12 2012-13 | 2013-14 Average over 3 years
Result -0.029 0.040 -0.011 0.001
Benchmark 0 0 0 0

Operating Performance Ratio — Future State

Strategy
Council will mamtam its underlying financial performance to budget at breakeven or better.
(Council's Delivery Program 2013-2017: 15.1.1)

Intended Outcomes- Summary

2014-15 2015-16 2016-17 | 2017-18 | 2018-19 | 2019-20
0.020 0.040 0.046 0.046 0.047 0.047

Approach

Councll, through its Long Term Fmancial Plan (LTFP) presents a comprehensive approach to
documenting and ntegrating the varnous financial strategies of Council. The development of
the long term financial projections represents the output of several strategy areas, that when
combmed, produce the financial direction of Council as shown below:

Capital Works Long Term
Projects & Financial Operationsl
Lot Projections

Strategies
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Operating Performance Ratio — Future Performance 2015-2017

Meets the FTFF Benchmark: YES

BENCHMARK AND RESULT

Benchmark:- Greater or equalto break-even average over 3 years

A\-‘erag e over
2014-15 2015-16 2016-17 3 vears
Result 0.020 0.040 0.046 0.035
Benchmark 0 0 0 0

This is how we calculated the council's resull.....

(Figures are in $000)

Total continuing operating revenue (exc. capital grants and contributions) less operating

expenses
Total continuing operating revenue (exc. capital grants and contributions)
(120813-12032-1150-0-0-0-0-0)-
2014-15 (105495-0-0-0) = 2,136 =| 0.020
120813-12032-1150-0-0-0-0-0 107,631
(119412-9200-1750-0-0-0-597-0)-

2015-16 (103580-0-0-0) = 4,285 = 0.040
119412-9200-1750-0-0-0-597-0 107,865
(121305-9430-250-0-0-0-615-0)-

2016-17 (105874-0-0-0) - 5,136 - o0.046

121305-9430-250-0-0-0-615-0 111,010

Note: Both numerator and denominator in this calculation exclude fair value adjustments,
reversal of revaluation decrements, net gain/losses on sale of assets and net share/loss of
interests in joint ventures accounted for using equity merhod.

Operating Performance Ratio
(greater or equal to break-even average over 3
years)

0.000
-0.200
-0.400
-0.600
-0.800

-1.000
2014-15 2015-16 2016-17 Average over 3
years

b Result  essswBenchmark
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Operating Performance Ratio — Future Performance 2018-2020

Meets the FIFF Benchmark: YES

BENCHMARK AND RESULT

Benchmark:- Greater or equal to break-even average over 3 yedars

2017-18 2018-19 2019-20 Average over 3 vears

Result 0.046 0.047 0.047 0.045

This is how we calculated the council's resull.....

(Figures are in $000)

expenses

Total continuing operating revenue (exc. capital grants and contributions) less operating

Total continuing operating revenue (exc. capital grants and contributions)

123316-9666-250-0-0-0-634-0)-(107730-0-0-0,
01718 ( H ) _| 5036 |_| o5
123316-9666-250-0-0-0-634-0 112,766
01810 (126590-9908-250-0-0-0-653-0)-(110465-0-0-0) 5,314
i 126590-9908-250-0-0-0-653-0 | 115,779 |=| 0.046
(129969-10156-250-0-0-0-672-0)-(113465-0-0-0) 5426
2019-20 = = 0.046
129969-10156-250-0-0-0-672-0 118,891

Note: Both numerator and denominator in this calculation exciude fair value adjustments,
reversal of revaluation decrements, net gain/losses on sale of assets and net share/loss of
interests in jomt ventures accounted for using equity method.

Operating Performance Ratio
. (greater or equal to break-even average over 3

years)
-0.200
-0.400
-0.600
-0.800
-1.000
2017-18 2018-19 2019-20 Average over 3

years

i Result essssBenchmark
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Own Source Revenue - Cuirent Situation 2012-2014
(IPART assessment methodology requires that councils Must meet the benchmark within five

years)

Meets the FFTF Benchmark YES

Own Source Revenue — Future State

Strategy
Council will increase its revenue from non-rates sources. (Delivery Program 2013-2017: 15.1.2)

Intended Oulcomes- Summary

2014

15 2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20
Result

80.1% 81.7% 81.8% 81.8% 81.9% 81.9%
Benchmark 60% 60% 60% 60% 60% 60%
Approach

Council's Own Source Revenue comprises:
* Rates and annual charges
* Userfees and charges
* Otherrevenues mcludng Newcastle Auport partnership
* Interest on investments
* Commercial operations (hohday parks, commercial property portfolio, bio-banking).

In constructing its Long Term Financial Plan Council has adopted a conservative approach
by applying the following assumptions to its projections:

* arate peg of 2.4% 1s applied to ratmg income;

« Aninflation forecast of 2.5% 1s applied to most sources of revenue;

* A dividend from the Newcastle Airport partnership of $1 mullion p.a. has been

mecluded (underlying surplus calculations).
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Own Sowrce Revenue — Future Performance 2015-2017

Meets the FFIF Benchmark ‘TES

BENCHMARK AND RESULT

2014-15 2015-16 2016-17 Average over 3 years
Result 80.1% 81.6% 81.6% 81.1%
Benchmark 60% 60% 60% 60%

This is how we calculated the council's resuir.....

(Figures are in 3000)

Total continuing op erating revenue less all grants and contributions

Total continuing operating revenue inclusive of capital grants and contributions

2014-15 120813-11789-12032-1150-0-0- | = 95,842 = 80.1%
0-0-0
120813-1150-0-0-0-0-0 119,663
119412-12182-9200-1750-0-0-
= = 81.7%
2015-16 0-597-0 95,683
119412-1750-0-0-0-597-0 117,065
121305-12487-9430-250-0-0-0-
= = 81.8%
2016-17 615-0 98,523
121305-250-0-0-0-615-0 120,440

Note: Both nhumerator and denomimnator in this calculation exciude fair value adjustments,
reversal of revaluation decrements, net gain on sale of assets and net share of interests in
joint ventures accounted for using equity method.

Own Source Revenue Ratio
(greater than 60% average over 3 years)

100.0%

80.0%

60.0% -

40.0%

20.0%

0.0%
2014-15 2015-16 2016-17 Average over 3 years

i Result essssBenchmark

37

PORT STEPHENS COUNCIL

39




ORDINARY COUNCIL -9 JUNE 2015 - ATTACHMENTS

ITEM 4 - ATTACHMENT 1 ATTACHMENT 1 PORT STEPHENS COUNCIL
DRAFT IMPROVEMENT PROPOSAL

Own Source Revenue — Future Performance 2018-2020

Meets the FFTF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- Greater than 60% average over 3 yedars
2017-18 2018- 2019-20 Average over 3 yeals
19
Result 81.8% 81.9% 81.9% 81.9%
Benchmark 60% 60% 60% 60%

This is how we calculated the council's resull.....

(Figures are in 3000)

Total continuing operating revenue less all grants and contributions

Tetal continuing operating revenue inclusive of capital grants and contributions

2017-18 124485-12799-9666-250-0-0-0-0-0 = = 81.8%
101,136
124485-250-0-0-0-0-0
123,601
2018-19 | 127788-13119-9908-250-0-0-0-653-0 = = 81.9%
103,858
127788-250-0-0-0-653-0
126,885
2019-20 | 131198-13447-10156-250-0-0-0-672-0 | = = 81.9%
106,673
131198-250-0-0-0-672-0
130,276

Note: Both numerator and denominator in this calculation exciude fair valie adjustments,
reversal of revaluation decrements, net gain on sale of assets and net share of interests in
Joint ventures accounted for using equity method.

Own Source Revenue Ratio
(greater than 60% average over 3 years)

100.0%

80.0%

60.0%

40.0%

20.0% A

0.0%
2017-18 2018-19 2019-20 Average over 3 years

e Result  ssssmBenchmark
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Building and Infrastructure Renewal — Current Situation

(IPART assessment methodology requires that councils Must meet OR Improve against the
benchmark within five years)

Meets the FFTF Benchmark N()

2011-12 2012-13 2013-14 Average over 3 years

Result 68.1% 74.5% 114.2% 85.4%

Benchmark | 100% 100% 100% 100%

The last condition ratng in 2010 showed that Council's assets are in a "satisfactory” or better
condition g

2010 Asset Rating Distribution - Public Assets O Admin Bulding & Depot
WEndges
O Commercial (Holiday Parks)
0 Community Faciihes

W Drainage

@Emergency
: ﬁ ORoads
L I - T T v @Road Ancilary
Unserviceable Very Poor Satsfactory Good Near Perfect

Osport and Rec
Ratng
OWaste Management

Removing roads and drainage from this graph moves the distibution skew from Good to
Near Perfect. One reason for this healthy skew 1s that the age of the asset mfrastructure 13 still

quite young compared to other councils.?

Additional funding has resulted in earlier mamtenance and renewal of assets than previously
undertaken at Council. Early mamtenance and renewal of an asset prevents the asset from
detenorating so much that it no longer provides the ntended or acceptable service to the
community, or it becomes a hazard to the asset user and a nsk to Council. Successfully
maintaming an asset is a constant process. Earler mamtenance and renewal 1s also a more
cost effective way to manage the asset over the life of the asset, hence reducing the future
financial burden on the Council and on generations to come.

This change n focus has been achieved through

. Il'l'll.')]'(.)"-'ll']g our organu‘.ﬂl.mrls Il'lﬂ'.lll'lty 1.1']1'(.)1.1‘{_-’:}1 ]1]'1'(1]'1}_’_‘ owur financial and our asset P (JS]T.[(Jl'i:
. Shifting our Capital Works funds towards renewal mstead of new assets especially the
last several years

¥ Port Stephens Council Strategic Asset Management Plan 2015-2025, p12
?ibid. p13
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. Taking advantage of the State Govermnment mitiatives such as the "Local Infrastructure
Renewal Scheme"

. Borrowing money to renew assets to reduce asset lifecycle costs

. Improving mtemal Council efficiencies through Sustamability Reviews freemg up funds
for asset renewal

. Understandmmg the condition of our assets and prontising our monies

il Discussions with user groups and commumty about asset services to closer align
spending with expectations

. A better understandng of owr asset conditions has been achieved with the
centralisation of asset management through an organisation restructure m 2013

. The contmuous improvement n the Capital Works and Mamtenance processes to dnve

efficiencies and reduce costs. Thig i tum resulted in savings made to return into the
renewal of assets

Despite Council's recent emphasis on funding our existing mamtenance and renewal, there 1s

still an infrastructure backlog

Approach

Counci has developed an Asset Funding Strategy: the statement of intent for the Asset
Funding Strategy 1s to prnontise funds towards the renewal and mamtenance of assets. This
Asset Funding Strategy 1s cognisant of the Council's duties and responsibilities outside of asset
management and not all momes can be diverted to the funding of assets. There are also
other documented polices, such as the Acqusition and Divestment of Land Policy that

already allocates sale of lands profits to other functions and services of Council

The sources of funds mcluded m the Asset Funding Strategy are

. sales of commercial or Council operational lands

. savings made from commercial am of Council

. borrowmgs

. operational savings

. sustamability reviews savings

. grants

“ contributions from other organisations and committees

il continue to shift funds in the Capital Works Program from new assets to renewal

These additional funds can be used as seed and matching momnies to improve Council's
position m gaming additional grants and Section 94 to further reduce Council mfrastructure
backlog. While the additional monies are not guaranteed, when funds are available they

are to be priontised towards the renewal and mamtenance of existing assets.

The average over three years 15 >100% which allows for a reduction in the mfrastructwe
backlog.
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Building and Infrastructure Renewal - Future Performance 2015-2017

Meets the FFIF Benchmark YES

2014-15 | 2015-16 2016-17

Result 100 4% 102 6% 101 8%
Benchmark 100% 100% 100%
This is how we calculated the council's resull. . ...
(Figures are in $000)
Asset renewals (building and infrastructure)
2014-15 17,000 = 100.4%
16,936
17,000
2015-16 = 102.6%
16,571
17,000
2016-17 = 101.8%
16,731

Building and Infrastructure Asset Renewal Ratio
(greater than 100% average over 3 years)

103.0%

102.5%

102.0%

101.5% -
101.0%
100.5%
100.0%

99.5% -
99.0%

98.5%

2014-15 2015-16 2016-17 Average over 3
years

i Result essssBenchmark
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Building and Infrastructure Renewal - Future Performance 2018-2020

Meets the FFIF Benchmark YES

2017-18 | 2018-19 2019-20

Result 117 .3% 115.1% 113.2%

Benchmark 100% 100% 100%

This is how we calculated the council's result.....

(Figures are in $000)
20,000

2017-18 = 117.3%
17,055
20,000

2018-19 = 115.1%
17,369
20,000

2019-20 = 113.2%
17,672

Building and Infrastructure Asset Renewal Ratio
(greater than 100% average over 3 years)
140.0% -

120.0%
100.0%
80.0% -
60.0%
40.0% -

20.0%

0.0% T T T
2017-18 2018-19 2019-20 Average over 3
years

s Result essssBenchmark
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3.1 Improvement Strategies & Outcomes

Infrasttucture & Service Management

Infrastructure Backlog — Current Situation 2012-2014

(IPART assessment methodology requires that councils Must meet the benchmark within five
years)

Meets the FFIF Benchmark NO

Council has changed its focus to one of

. Improving our orgamsation’s matunty through hnkng owr financial and owr asset
position;

“ Shifting our Capital Works funds towards renewal instead of new assets especially the
last several years;

5 Taking advantage of the State Government iitiatives such as the "Local Infrastructure
Renewal Scheme";

. Borrowing money to renew assets to reduce asset lifecycle costs;

. Improving mternal Council efficiencies through Sustamability Reviews freeing up funds
for asset renewal;

il Understanding the condition of our assets and priorntising our momnies;

. Discussions with user groups and commumty about asset services to closer align
spending with expectations;

il A Dbetter undemnstandng of owr asset conditions has been achieved with the
centralisation of asset management through an orgamsation restructure m 2013;

. The continuous improvement in the Capital Works and Mamtenance processes to dnve

efficiencies and reduce costs. This in tum resulted in savings made to return into the
renewal of assets.

BENCHMARK AND RESULT

Benchmark:- Less than 2%

2014-15 2015-16 2016-17 | 2017-18 | 2018-2019 | 2019-2020
Result

2.43% 2.38 2.27 2.16 2.06 1.96
Benchmark 2% 2% 2% 2% 2% 2%

This is how we calculated the council's result.....
(Figures are in $000)

Estimated cost to bring assels to a satisfactory condition
Total (WDV) of infrastructure, buildings, other structures and depreciable land
improvement assets

18,489,830
2014-15 = 2.43%
760,557,420
7
2015-16 18,089,786 = 2.38%
760,557,420
2016-17 17,689,742 = 2.27%
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779,571,356 | |

17,289,698
2017-18 > > = 2.16%
799,060,639

16,889,654
2018-2019 : = 2.06%
819,037,155

2019-2020 16,489,610 = 1.96%
839,513,084

Infrastructure Backlog — Future Performance 2015-2017

Meets the FFIF Benchmark NO

Approach

There are two aspects to the approach which we have taken that will achieve the

benchmark m 2019-2020, makng steady progress n the meantime

(a) Techmcal
Port Stephens Council has a challenge in meeting asset renewal requirements on an annual
basis and the curent gap. mclusive of the mfrastructure backlog of works which has grown
by $3 milion smce 2012 to $29 mullion, 1s an issue that can only be addressed over a long
penod. The figure of $29 million is used for the calculations in this self-improvement proposal
figure shown in Port Stephens Council Annual Report 2013-2014 Volume 2 Special Schedule 7.

For over a decade the annual mamtenance gap has been maternal yet this gap has had no
mpact on the infrastructure gap. This showed a disconnect between the two models.
Therefore when prepanng for this selfimprovement proposal, Council contracted PKF Lawler
Partners to venfy and/or recommend mprovements in the methodology for calculation of
the nfrastructure backlog. Whilst the outcome of ther recommendations - based on actual
condition ratmgs and nsk assessments, coupled with the revaluation of major asset
categones m 2015, has not been audited it appears that the asset backlog of $29 mulhon 1s
significantly overstated and that the real backlog is of the order of $19 millon. Because this
new figure 1s unaudited until the annual report for financial years 2015 and 2016, the
calculations n this proposal are based on the figure published in 2013-2014 Special Schedule

7 of $29 mulhon

(b) Social/Cultural
It 1s wital to state the importance of meeting community needs both now and in the futuwre m
terms of operational services. Council could achieve financial sustainability very readily by
ignorng this need and placing all of its emphasis on asset management. Future commumnmty
service needs are ﬁ't‘.(lLl(.':l'lt]Y not documented n such a ¢ (31'1'11.')(.?“]1'18 manner as mfrastructure

requirements and need to be considered in conjunction with asset management strategies.
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BENCHMARK AND RESULT

Benchmark:-

Less than 2%

2016-17

Result

2.27%

Benchmark

2%

ATTACHMENT 1 PORT STEPHENS COUNCIL

This is how we calculated the council's resull. . ...

(Figures are in $000)

Estimated cost to bring assels to a safisfactory condition

Total (WDV) ofinfrastructure, buildings, other structures and depreciable land improvement assets

2016-17

17,689

779,571

2.27%

Infrastructure Backlog - Future Performance 2018-2020

Meets the FFTF Benchmark

YES

Council will meet the requirement to improve within 5 years.

BENCHMARK AND RESULT

Benchmark:-

Less than 2%

2019-20
Result 1.96%
Benchmark 2%

This is how we calculated the council's result.....

(Figures are in $000)

Estimated cost to bring assels to a satisfactory condition

Total (WDV) ofinfrastructure, buildings, other structures and depreciable land improvement assets

2019-20

16,489

839,513

1.96%
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Asset Maintenance — Cuirent Situation 2012-2014

(IPART assessment methodology requires that councils Must meet OR Improve against the
benchmark within five vears)

Meets the FFIF Benchmark NO

Whilst Council acknowledges that histoncally there has been msufficient focus on asset
maintenance m successive budgets, there has been a re-focus in recent years as the
Integrated Planning and Reporting regime became fully implemented. Whilst Council does
not currently meet this benchmark, the implementation of its proposed improvement
proposal approach will see that benchmark figure nse to 98.2% m 2019 and met the cintenam
2020 of 100%. It will be maintained at or around that level in future years. Council subscrbes
to the views of [PART in this regard:

"Should a council continuously exceed the Asset Maintenance target by spending more on
maintenance than is required (ie, the ratio is >100%), this may also indicate the council is not
efficiently managing its assets". 1% In this context Council will have significantly improved its
performance and may be said to be complant by 2019.

2011-12 2012-13 2013-14 Average over 3 years
Result 57.0% 39 0% 55.3% 50.7%
Benchmark 100% 100% 100% 100%
Actual asset maintenance
Required asset maintenance
2011-12 11,290 = 57.0%
19,790
2012-13 7,659 o 39.0%
19,648
2013-14 12,250 = 55.3%
22,158

10 mdependent Pricing and Regulatory Tribunal, April 2015, Methodology for Assessment of
Council Fit for the Future Proposals — Discussion Paper, p.31
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Asset Maintenance — Future Performance 2015-2017

Meets the FFTF Benchmark N()

Approach

Council has recently changed its focus towards a nsk assessment/management approach to

asset maintenance based on condition and fitness for purpose.

Over the last several years there has been at Port Stephens Council change m funding the
maintenance and renewal of existing assets to reduce the backlog. This change has, and will
continue to have an impact on the financial sustamnability of the organisation and gives an
mcreased ability to provide services to the commumty through assets

Each of the above challenges has been addressed through the Long Term Fmancial Plan

2015-2025. The LTFP is based on achieving the followmg outcomes:

Progressively increasing the underlying operating surplus;
Reducing the infrastructure gap;

+ Starting to bndge the asset mamtenance funding gap to ensure Council mfrastructure
s mamtamed at a satisfactory level;

* Achieving a financial structure where new assets or existing asset renewal needs are
met from the base operatng mcome of Council;

* The retention of service provision at present levels.

Financial:

Council mtends to reduce the mamtenance gap by 51.0% in the penod to 2020. Council has
focused its funding towards renewal of assets rather than buildng new ones until the backlog
1s addressed so that adding to its considerable pool of assets is not going to be an issue in the
short to medum term.

To elminate the maintenance gap entrely (l.e. meet the benchmark 100%) requues an
estimated $1.1 milion additional expenditure per annum. Council intends to apply a
combination of the followmng:

1. An additional $500,000 p.a. directed to asset mammtenance of sand extraction royalties,
which are n the planning stage as at 2015 — to be put into the Long Term Financial Plan
from 2016-2017;

2. Divert proceeds from land sales from general operations to asset mamtenance;

(5]

Proactively re-assess actual condition of assets to refine required maintenance figures;

£

Increase borrowmgs, if available at low interest (e.g. LIRS) — Council currently has
achieved success in two rounds, approved loans of $1 million and $2 million respectively.
Council's debt service ratio 1s healthy across the penod - see below;

5. Divestment of some vacant operational land, subject to market conditions being positive

for a sale

Operational:
Council has engaged JRA — experts in asset management in Australia — for the asset fair
value re-evaluation for our civil assets (road reserve assets). JRA will

= provide asset life spans (cycles) for all asset categornes;
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* provide detenoration models for all assets;
*= assess Current Replacement Value (CRC).

The deternoration models will also resolve if components of a road base are to be capitalised:
that 1s should a road seal be capitalsed for every seal or should it be considered
maintenance. The report from JRA 15 due after this Improvement Proposal is due to
govemment on 30 June 2015,

BENCHMARK AND RESULT

Benchmark:- Greater than 100% average over 3 years

2014-15 2015-16 2016-17 Average over 3 years
Result 92.0% 102 4% 102.1% 98.9%
Benchmark 100% 100% 100% 100%

This is how we calculated the council's resull. . ...

(Figures are in $000)

Actual asset maintenance

Required asset maintenance

9,747 _ 92.0%

2014-15 10,595 = . —
11,092

2015-16 = 102.4% —
10,831
11,340

2016-17 = 102.1% —
11,102

Asset Maintenance — Future Performance 2018-2020

MEETS THE FFTF BENCHMARK YES!

BENCHMARK AND RESULT

Benchmark:- Greater than 100% average over 3 years

2017-18 2018-19 2019-20 Average over 3 years
Result 101.1% 100 9% 100.7% 101.7%
Benchmark 100% 100% 100% 100%

This is how we calculated the council's resull.....

(Figures are in $000)

Actual assel maintenance

Required asset maintenance
2017-18 | | 11,596 | = | 101.9%

111t 15 IPART's view that >100% is not necessanly a good thing in terms of this cntenon.
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11,379
11,859

2018-19 = 101.7%
11,664
12,128

2019-20 = 101.4%
11,955

Debt Service Ratio — Cuirent Situation 2012-2014

(IPART assessment methodology requires that councils Must meet the benchmark within five

years)

Meets the FFIF Benchmark

YES

BENCHMARK AND RESULT

Benchmark:- Greater than 0 and less than or equal to 20% average over 3 years

2011-12 2012-13 2013-14 Average over 3 years
Result 8.22% 7.00% 9 42% 8.19%
Benchmark 1 =>0% =0% ~0% ~0%
Benchmark 2 <20% <20% <20% =20%

This is how we calculated the council's resull.....

(Figures are in $000)

Cost of debt service (interest expense & principal repaym ents)

Total continuing operating revenue (exc. Capital grants and contributions)

563042199 7,829
2011-12 110655-14745-381-0- = 8.22%
0-0-294 95,235
5766+1408 7,174
2012-13 111831-8079-1148-0- - 7.00%
102,524
0-0-80 ’
799541238 9,233
2013-14 113130-13387-841-0- = 9.42%
0-0-840 98,062

Note: The denominator in this calculation excludes fair value adjustments, reversal of
revaluation decrements, net gain on sale of assets and net share of interests in joint ventires
accounted for using equity method.

Debt Service Ratio — Future Performance 2015-2017

Meets the FFTF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- Greater than 0 and less than or (’.quﬂ] to 20% average over 3 years

2014-15 2015-16 2016-17 Average over 3 years
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Result 5.21% 4.55% 4.13% 4.65%

Benchmark 1 o
=0% =0% =0%

Benchmark 2 0%

<20% <20% <20%

This is how we calculated the council's resulif.....

(Figures are in $000)

Cost of debt service (interest expense & principal repayments)

Total continuing operating revenue (exc. Capital grants and contributions)

50754529 5,604

2014-15 = 07.63 = 5.21%
120813-12032-1150-0-0-0-0 107,631
43354569 4,904

2015-16 = = | 4.55%
119412-9200-1750-0-0-0-597 107,865
40944488 4,582

2016-17 = = 4.13%
111,010

121305-9430-250-0-0-0-615

Note: The denominator in this calculation excludes fair value adjustments, reversal of
revaluation decrements, net gain on sale of assets and net share of interests in joint ventures
accounted for using equity method.

Debt Service Ratio — Future Performance 2015-2017

Meets the FFIF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- Greater than 0 and less than or (’.quﬂ] to 20% average over 3 years

2019- Average over 3 yeals
2017-18 2018-19 20
Result 3.32% 3.13% 2.45% 2.99%
Benchmark 1 >0% >0% >0% >0%
Benchmark 2 <20% <20% <20% <20%

This is how we calculated the council's result.....

(Figures are in $000)

Cost of debt service (interest expense & principal repavments)

Total continuing operating revenue (exc. Capital grants and contributions)

3405+372 3,777
2017-18 124485-9666-250-0-0-0-634 = | 113,935 - 3.32%
33894267 3,656
2018-19 127788-9908-250-0-0-0-653 = [ 116,977 - 3.13%
2019-20 2750+189 = 2,939 - 2.45%
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131198-10156-250-0-0-0-672 | | 120,120 |

Note: The denominator in this calculation excludes fair value adjustments, reversal of revaluation
decrements, net gain on sale of assets and net share of interests in joint ventures accounted for
using equity method.

3.1 Improvement Strategies & Outcomes

Efficiency

Real Operating Expenditure per Capita — Current Situation

(IPART assessment methodology requires that councils Must meet OR Improve against the

benchmark within five years)

Meets the FFIF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- A decrease in Real Operating Expenditure per capita over time
2009-10 2010-11 2011-12 2012-13 2013-14
Result 1.38 1.34 1.33 1.28 1.23

Real Operating Expenditure per Capita over
Time

1.40
135 | \

1.30

1.25
1.20

2009-10 2010-11 2011-12 2012-13 2013-14
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This is how we calculated the council's result.....

(Figures are in $000)

X . 2009-10 2010-11 2011-12 | 2012-13 2013-14
Expenditure deflated by: CPL: LGCL
2.3% 3% 3.0% 3.4% 3.7%
93552-186-0-57x(1-.023 91,163
2009-10 X ) - == - 1.38
65984 65984
5072-0-0-492x(1-.023 -.03 ,633
201011 95072-0-0-492x(1-.023)x(1-.03) _ 89,6 _ 1.34
66830.5 66,831
-0-0-73x(1-.023 -.03 -.03
2011-12 98104-0-0-73x(1-.023)x(1-.03)x(1-.03) _ 90,116 _ 1.33
67628 67,628
102139-0-0-3698x(1-.023)x(1-.03)x(1-.03)x(1-
2012-13 034) = 87,416 = 1.28
68488.5 68,489
99262-0-0-106x(1-.023)x(1-.03)x(1-.03)x(1-
2013-14 034)x(1-.037) 84,793 1.23
68935 68,935
Note: The numerator in this calculation excludes revaluation decrements, net loss fiom disposal of assets and net loss of interests in
joint ventures accounted for using equity method.
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Real Operating Expenditure per Capita — Futuwre Performance 2015-2017

Meets the FFTF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- A decrease in Real Operating Expenditure per capita over time

2012-13 2013-14 2014-15 2015-16 2016-17

Result 1.28 1.23 1.24 1.15 1.13

Approach

In 2010, Port Stephens Council publicly acknowledged that Council’s business model required
fundamental change. To this end, Council undertook a comprehensive Sustamnability Review
process. After the imitial success ($2.5 million p.a. in savings) Council agreed that this process
of Sustamability Review would be undertaken on a four-year rollng basis. This Sustamability
Review (known also as the Business Improvement Program) process involved analysing our
services so that we are clear about what our services are and how we deliver them. The
purpose is to ensure that Council’s services are a reflection of the local community needs
and expectations, both in terms of quality and cost.

The five-stage process that was used in 2010-2011 will be continued into the future with each
service package being scheduled for nigorous review every four years. The process is:

s Stage ] mvolves each Section of Council clanfymg exactly the services they provide,
mecluding how they link to the vision in the Community Strategic Plan:

* Stage 2 involves stakeholder consultation. This stage assists us to determine if Council
should continue to deliver particular services in the future, and if so, at what level and
at what cost. This mvolves extensive consultation with the commumty of Port
Stephens;

« Stage 3 allows us to determme how Council should deliver these services so that we
can ensure we delver the service in the best way possible;

* Stage 41s mplementng the recommendations;

* Srtage 5 is the monitonng and continuous improvement of each Section within
Council penodically.

As well as this Sustamnability Review, Council will maintain an ongoing review of its services
that will continue to define service requirements, refine delivery methods and balance
service aims against affordability for both the Council and our community. It 1s intended that
all services will be reviewed in an on-gomg dialogue with the commumnty.

Amongst other outcomes, based on past performance of this process, these are outcomes
that are expected to result from the Sustamability Review

- Generate more revenue;
. Improve the efficiency of service delivery.
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Real Operating Expenditure per capita over time

1.25 \\

N “,/\

1.15 X

~_

2012-13 2013-14 2014-15 2015-16 2016-17

Council s forecasting a slight mcrease in its operating expenditure per capitam 2015 due to
one off legal fees that have been incurred. This trend 18 not expected to continue beyond
2015.
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Expenditure CPL:- 2009-10 2010-11 LGCI:-- 2011-12 2012- | 2013- | LGCL- | 2014- | 2015- 2016-
deflated by 13 14 15 16 17
2.3% 3% 3.0% 3.4% 3.7% 2.8% 2.5% 2.5%

2012- 102139-0-0-3698x(1-.023)x(1-.03)x(1-.03)x(1- = 87.416 = 1.28
13 034)

684885 | 68,488.5
2013 99262-0-0-106x(1-.023)x(1-.03)x(1-.03)x(1 84,793 1.23
14 .034)x(1-.037)

68935 | 68,935
2014- 105495-0-0-0(1-.023)x(1-.03)x(1-.03)x(1- - 87,986 = 1.24
15 034)x(1-.037)x(1-.028)
70492 | 70,492

2015- 103,580-0-0-0(1-.023)x(1-.03)x(1-.03)x(1- = 83,970 = 1.15
16 .034)x(1-.037)x(1-.028)x(1-.025)

729495 | 72,950
2016 105,874-0-0-0(1-.023)x(1-.03)x(1-.03)x(1- 83,709 1.13
17 .034)x(1-.037)x(1-.028)x(1-.025)x(1-.025)

74366.95 | 74,367
Note: The numerator in this calculation excludes revaluation decrements, net loss from disposal of assets and net loss of interests in joint ventures
accounted for using equity method.
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Real Operating Expenditure per Capita — Future Performance 2018-2020

Meets the FFIF Benchmark YES

BENCHMARK AND RESULT

Benchmark:- A decrease in Real Operating Expenditure per capita over time

2015-16 2016-17 2017-18 2018-19 2019-20

Result 1.15 1.13 1.10 1.05 1.01

Real Operating Expenditure per capita over time

2015-16 2016-17 2017-18 2018-19 2019-20
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This is how we calculated the council's resulf.....

(Fr'gures are in $000)

Expenditure deflated by: CPL-. 2009-10 2010-11 LGCL-. 2011-12 2012-13 2013-14
2.3% 3% 3.0% 3.4% 3.7%
LGCL- 2014-15 2015-16 2016-17 2017-18 2018-19 | 2019-20
2.8% 2.5% 2.5% 2.5% 2.5% 2.5%
103,580-0-0-0(1-.023)x(1-.03)x(1-.03)x(1- 83,970
2015-16 .034)x(1-.037)x(1-.028)x(1-.025) = = 1.15
| 72,950 72,950
105,874-0-0-0(1-.023)x(1-.03)x(1-.03)x(1- 83,709
2016-17 .034)x(1-.037)x(1-.028)x(1-.025)x(1-.025) = = 1.13
74,367 74,367
'108,653-0-0-0(1-.023)x(1-.03)x(1-.03)x(1-
034)x(1-.037)x(1-.028)x(1-.025)x(1-.025)x(1- _ _
2017-18 025) = 83,707 = 1.10
| 76382 | 76,382
'111506-0-0-0(1-.023)x(1-.03)x(1-.03)x(1-
034)x(1-.037)x(1-.028)x(1-.025)x(1-.025)x(1- _ _
2018-19 = = 1.05
025)x(1-.025) 83,758
| 79437 79,437
'114,453-0-0-0(1-.023)x(1-.03)x(1-.03)x(1-
034)x(1-.037)x(1-.028)x(1-.025)x(1-.025)x(1-
2019-20 025)x(1-.025)x(1-.025) - 83,822 - 1.01
| 82,614 82,614
Note: The numerator in this calculation excludes revaluation decrements, net loss fiom disposal of assets and net loss of interests in
joint ventures accounted for using equity method.
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Criteria Results 2015 - 2017
BENCHMARK RESULT MEETS FFTF BENCHMARK
Operating Performance Ratio (greater or equal to brealk-even average over 3 years) 0.035 YES
Own Souwrce Revenue Ratio (greater than 60% average over 3 years) 81.21% YES
Building and Infrastructure Asset Renewal Ratio (greater than 100% average over 3 years) 101.52% YES
Infrastructure Backiog Ratio (less than 2%) 2.27% NO
Asset Maintenance Ratio (greater than 100% average over 3 years) 98.93% NO
Debt Service Ratio (greater than 0 and less than or equal to 20% average over 3 years) 4.62% YES
A decrease in Real Operating Expenditure per capita over time Decreasing YES
Criteria Results 2018-2020
BENCHMARK RESULT MEETS FFTF BENCHMARK
Operating Performance Ratio (greater or equal to break-even average over 3 years) 0.047
Own Source Revenue Ratio (greater than 60% average over 3 years) 81.85%
Building and Infrastructure Asset Renewal Ratio (greater than 100% average over 3 years) 115.17%
infrastructure Backlog Ratio (less than 2%) 1.96%
Asset Maintenance Ratio (ereater than 100% average over 3 vears)? 101.67%
Debt Service Ratio (greater than 0 and less than or equal 1o 20% average over 3 years) 2.95%
A decrease in Real Operating Expenditure per capita over time Decreasing

12 But see IPART op.cit. p31
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34 Improvement Action Plan

Action

Responsibility within Council

Timeframe/ Integrated Plans
reference

Achieve =90% of the Actions
mn the Operational Plans
2015-2019

All Sections as outlined in the
mdividual actions within the
plans

2015-16 to 2019; i next
iteration of plans thereafter.
This 1s a corporate
performance measure:
Integrated Plans 17.1.1

Contnbute to and implement
the new Emergency
Management Plan as part of
the Lower Hunter Emergency
Management Committee

Faciities and Services Group
Manager/Civil Assets
Manager

2015-2016. Operational Plan
2015-2016 (1.1.1.7)

Mamtam Financial Operating
Performance Ratio at break-
even or better

All Sections; monitornng by
Financial Services Section
reporting to General
Manager and Council
quarterly m the quarterly
budget review process

2015-2020. Operational Plans
2015-2019 (15.1.1.5).

Conduct condition rating
and nsk assessment on all
categores of assets —2015-
2016

Crvils Assets Section Manager

2015-2017. Operational Plans
2015-2016 and 2016-2017
(16.1.1.13)

Implement the
recommendations of the PKF
Lawler Partners audit of
Council's assets, backlog and
methodologies and
incorporate in them FY2016
Special Schedule 7 to the
Financial Statements of
Council

Civils Assets Section
Manager/Financial Services
Manager re depreciation

2015-2016. Operational Plan
2015-2016 (16.1.1.14)

Implement the Asset Funding
Strategy

Crvil Assets Section
Manager/Financial Services
Manager

Commenced 2014; ongomg.
Strategic Asset Management
Plan 2015-2025 (9.1)

Mamtam the four-year rolling
Sustamability Review of
Council's mternal and
extemal service packages

All Sections/Business Support
Section Manager to monitor
and report quarterly to
Council

Quarterly 2015-2020
Operational Plans 2015-2019
(15.1.5.5)

Incorporate the Fit for the
Future enterna in the new
performance management
software Interplan to track
performance

Corporate Strategy &
Planning Manager/Financial
Services Manager

30 November 2015.
Operational Plan 2015-2016
(17.1.1.4)

Incorporate performance
against the Fit for the Future
cntena n Council's annual
reports, and where
appropnate/applicable m
the more regular reports.

Corporate Strategy &
Planning Manager

By 30 November each year
for annual reports; monthly
monitonng — to 2020.
Operational Plans 2015-2019
(17.1.1.3)
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Action

Responsibility within Council

Timeframe/ Integrated Plans
reference

Change the accounting
treatment of roads reseals
and drrect additional funds
to asset mamtenance

Civil Assets Section
Manager/Financial Services
Manager

2016-2017. Will be
imcorporated into the Long
Term Financial Plan at next
review n 2016. Operational
Plan 2016-2017 (15.1.1.1)

Divert proceeds from
operational land sales from
general operations to asset
mamtenance

Financial Services Section
Manager

Dependent upon market
conditions, but ongomng
Operational Plans 2015-2019
(15.1.1.1 and 15.1.2.6)

Increase borrowm 25,
especially if available at low
mnterest (e.g. LIRS)

Civil Assets Section
Manager/Financial Services
Section Manager

From 2015-2016 or as
available opportunities anse.
Operational Plans 2015-2019
(15.1.1.1)
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3.5 Other Strategies Considered

Council considered the options in the table below when drawmg up its Action Plan. For the
reasons outlined thege options were not taken up.

Option

Rationale for Rejection

Special Vanation to
Rates

a.

b.

This would be a 'short term' fix but 1s not justified in terms of
impact on the community;

Whilst it is always an option for Port Stephens Council, we feel
that we have other mechanisms that would be better (own
source revenue other than rates, for example) to fund any
shortfall in asset mamtenance, given that by 2020 we wil
achieve the target of >=100%.

Reduction in service
levels

This 18 not desirable nor justified given that Port Stephens
Council already meets five of the seven cntena and has
robust plans to meet the other two cntena.

Through its ongoing program of Sustamnability Reviews Council
reviews service levels across a range of services with the
community. Whilst generally the community is desirous of
increasmng service levels, it is not prepared to pay more for it
or make other trade-offs; and our agreed service levels will
therefore remain the same.

A reduction in service levels would exacerbate the asset
mamtenance situation and not meet the communty's
expectation that service levels remain as agreed.

Decommissioning assets

Generally Council's assets are m a satisfactory or better
condition and decommussioning could not be justified on that
basis (i.e. removing them from the backlog mix). 13

Council has decommissioned an asset — car park in Nelson
Bay — but this was for safety reasons, not as part of an asset
management strategy of decommussionng.

Council is currently developing a long term infrastructure plan
to be completed and incorporated into the Strategic Asset
Management Plan. Once that 1s completed the option for
decommissioning may arnse but the evidence is not to hand
at this time.

13 port Stephens Council Strategic Asset Management Plan 2015-2025, pp12-13
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Option Rationale for Rejection

Sellng assets a

Divestment of assets if they are under-performing 1s a vald
option; however there are other options which may be more
appropnate - see section 3.3

In the case of Council's commercial assets, the option
remains to sell, but only when the market conditions are
favourable. n the meantime these assets are self-funding and
are not included in the overall mix of financial sustamability.
One reason that seling community assets has not been
considered is that the process to convert community assets to
operational assets to enable divestment 1s complex; market
conditions would need to be favourable; and the option to
lease rather than dispose of assets has been used instead e.g.
Medowie Childcare Centre was not performmg at breakeven
or profit when Council was runnmg it due to cost of
overheads; lease of the space to a prvate provider met the
community need at an affordable prce.

Boundary changes a.

Council has discussed boundary changes with its neighbours
after modelling potential outcomes; and after an approach
by Maitland City Council. In the case of Maitland its proposal
to excise three localities from Port Stephens Council would
have had a significant negative effect on Council's rates
revenue; and as the area is a potential growth area would
depnve Port Stephens of room to accommodate its growing
population — especially considenng the constramed nature of
the rest of the LGA.

Excising some of the area of Great Lakes Shire and Dungog
Shire would "tidy up" some issues around waterways; the
overall impact would be negative in terms of revenue versus
issues. Even if these councils agreed, the state of those
councils' infrastructure is such that it would detract from owr
present situation rather than enhance 1t.

Prelminary approaches to Newcastle City Council regarding
excising Stockton from that LGA mught have yielded further
rates revenue to Port Stephens Council. However the state of
the infrastructure 1s not known, although as one of the oldest
parts of the Hunter Region much ofit 1s also old. The effect on
the financial situation at Newcastle would be negative.

In all cases boundary changes under the existing legislation
are expensive and protracted, with the outcome uncertam n
terms of community agreement; and in terms of final
approval regardless of the recommendations as to outcome.
In the case of all four councils (including owselves) the costs
are prohibitive.

Therefore there is no appetite in the neighbounng councils
that we approached for boundary changes so no
agreement could have been reached.

Newcastle Arrport

Sale of part of equity in a.

This option remains a possibility but would mcur a
commensurate reduction over time in revenue that the one-
off injection of funds would not replace;

Control of a major dnver of the Port Stephens economy and
one that s within its boundanes 1s desirable to ensure the
stability of this regional economic asset.
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4.0 Expected Outcomes

4.1 Expected Performance Improvements

The table below details the expected outcomes from implementation of the Action Plan
detailed at 3.4 above. Details of the calculations supporting these results are at section 3.3

above.

Port Stephens Council 2016/17 2017/18 2018/19 2019/20
Operating Performance Ratio 0.035 0.044 0.046 0.047
Own Source Revenue 81.2% 81.8% 81.8% 81.9%
Building and Infrastructure Asset
Renewal 101.6% 107 2% 111.4% 115.2%
Infrastructure Backlog Ratio 227% 2.16% 2.06% 1.96%
Asset Mamtenance Ratio 98.8% 101.9% 101.4% 100.9%
Debt Service Ratio 4.6% 4.0% 3.5% 3.0%
Real Operatmg Expenditure per
Capita 121 1.17 1.13 1.09

Port Stephens Council 1s n the fortunate position to have sufficient scale and capacity to
achieve the benchmark cntena as descrbed in this proposal through a combination of:
* OwWnsource revenue
* borrowing capacity
» mtegrated financial, asset and workforce management with achievable operational
actions
» noimpact on achievement of Council's contiibution to the Commumnity Strategic Plan
(CSP) 2013-2023. The CSP 1s an expression of the aspirations of our community:
Focus: A Sustainable Council
Goal: 15.1  Port Stephens Council's services and assets are sustainable in
the longer term

Focus: Infrastructure
Goal: 16.1 Port Stephens' infrastructure and utilities meet the needs of all
sections of the community

Withm this improvement proposal the tmeframes for achievement of the performance
shown m the table above are based on the Improved" scenano m the Long Term Financial
Plan 2015-2025. However where results depend on funding based on sale of Council's
commercial entities or operational vacant land, the best interests of the commumty of Port
Stephens dictate that the highest possible market retumn is achieved,; this may vary the
timeframes but it is not deemed a significant nsk that would negate the expected outcomes.
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5.0 Implementation

The actions detailed at section 3.4 above are mcorporated into the normal Integrated
Plannmg and Reporting processes of Council. Most are already underway as part of the
Operational Plan 2014-2015; some are already in the Operational Plans 2015-2019 which

were adopted by Council atits meeting on 26 May 2015.

After the local government elections in September 2016, the mcoming Council will review the
Delivery Program and Operational Plans to 2020: at this time those actions from this
Improvement Proposal which are not already completed will be mamtamed in the

Inte grated Plans of Council.

Any recommendations by [PART that are made to Council as part of the review of this
Improvement Proposal will also be mcorporated mto the review of the action plan in FY2016

as these are due to be released m October 2015

Our 'one council' approach means that we have one plan — mtegratng all facets of our
operations to which the actions are mcluded. Our processes for monitorng and pernodic
reporting and our project management methodology will be appled to the implementation

of the actions over time.
Port Stephens Council has demonstrated that it has scale and capacity; is sustamable into

the future; has a strong path to improvement n its asset management; and has the resources

in place to deliver the actions in this proposal.
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