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The Port Stephens Council Operational Plans 2016-2020 has been prepared in accordance with Section 405 of the Local
Government Act 1993

© Port Stephens Council 2016
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Welcome to Port Stephens Council's Integrated Plans...

How to Use this Document
The Port Stephens Council Integrated Plans are organised under five focus areas agreed with our community:

Qur Citizens

Our Lifestyle
Qur Environment
Our Economy
Qur Council

The Port Stephens Council Integrated plans contained within this document are:

« the Community Strategic Plan 2013-2023 containing the long term goals agreed with the community of the Port Stephens
Local Government Area (LGA) which forms the first section of the Integrated Plans;

«  afour-year Delivery Program 2013-2017, which sets out what Council will deliver to assist the achievement of the long term
goals;

« asetof annual Operational Plans 2016-2020, which sets out the actions that Council will undertake to implement its Delivery
Program and the source of funds to be applied to achieve the actions. The Operational Plans 2016-2020 also identify which
area of Council is responsible for implementing each action.

This document also has a Budget Summary for the period 2016-2021. The full financial details are contained in the Long Term
Financial Plan which is part of the Resource Strategy that accompanies these Integrated Plans.

There is also a Statement of Revenue Policy which sets out the proposed rates for 2016-2017; and a Waste Management
Statement which sets out the waste charges for 2018-2017.
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DRAFT INTEGRATED PLANS 2013-2023.

How the Plans were Developed

In 2012, Council consulted widely with its community to produce the Community Strategic Plan. Section 402(5) of the Local
Government Act 1993 requires a newly elected Council to review — with its community — the Community Strategic Plan, and roll it
forward for another four years so that it is continually a 10-year plan.

In October and November 2012, Council held the following conversations with its community and stakeholders:

A community workshop at Salamander Bay and Salt Ash;

A workshop with State agencies and non-government providers;

A World Café forum for young people;

Consultation with our community via social media; and

Conducted a statistically representative community survey to inform the priorities for planning for the LGA over the next 10
years and beyond.

In summary, the outcomes of the community engagement strategy identified five high priority areas, namely:

education and training, especially for young peocple;
community safety;

infrastructure maintenance;

sustainability of Council;

sustainable development.

The results of the community engagement strategy led to changes that are incorporated into the Community Strategic Plan 2013-
2023 and flow through into the Delivery Program and Operational Plans.
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Section 404(3) of the Local Government Act 1993 requires that a newly elected Council must develop a four-year program to plan
how it will contribute to the Community Strategic Plan and Section 405(1) requires Council to produce an annual Operational Plan,
which is the detailed action plan for the year ahead. The Operational Plan must include a Statement of Revenue policy and any
other requirements of regulations.

The Resource Strategy comprises the Long Term Financial Plan 2016-2026; the Strategic Asset Management Plan 2016-2026
(Version 6 of the comprehensive plan developed in 2010 which contains the 10-year Works Plan); and the Workforce Strategy
2013-2017. The Workforce Strategy, a four-year plan adopted in 2013, will remain in its present form until the end of the present
term of Council. The development of the Resource Strategy — built from work previously done — was the focus of a workshop with
Councillors every year as each element was reviewed.

The Resource Strategy is set out in companion documents to this volume of the integrated plans. Council's Fees and Charges
2016-2017 form part of the annual budget and are also set out in a separate document.

The Delivery Program is the undertaking of Council for its four-year term of office, Progress made in achieving the outcomes set
out in the Delivery Program are reported to the community in a six-monthly report to Council and in the Council's Annual Report
produced in November each year. At the conclusion of the current Council's term in 2016 an End of Term Report for the four years
will be tabled at the last meeting of the Council term and will set out the progress towards achieving the goals established in the
Community Strategic Plan and Council's contribution to those achievements.

Questions regarding the development of the Integrated Plans 2013-2023 and the Resource Strategy may be directed to Council's
Corporate Strategy & Planning Manager (telephone 02 4980 0398). Copies of all documents mentioned may be found on Council's
website www portstephens.nsw.gov.au and hard copies are available for consultation at Council's libraries or to purchase at cost at
Council's Administration Building, 116 Adelaide Street, Raymond Terrace NSW 2324,
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Port Stephens Local Government Area

Port Stephens is the land of the Worimi nation, and the name Port Stephens is after Sir Philip Stephens, 1st Baronet Stephens, (11
October 1723 — 20 November 1809.) and the First Secretary of the Admiraity in the late 1700s and later a Lord Commissioner of
the British Admiralty between 1795 and 1806.

Port Stephens Council is a Local Government Area (LGA) in the Hunter Region of New South Wales, Australia, The area is 168km
north northeast of Sydney and 25.8km north of Newcastle.

The area contains prime agricultural land, valuable natural ecosystems and
a high level of species diversity. Its waterway system lies 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 Williams Rivers with the Hunter River. The eastern portion
. 5 of the LGA contains the Stockton Bight dune system, which extends for

. ﬂi. L . 32m
> . The Council area is bisected and serviced by the Pacific Highway. Port

Stephens enjoys a temperate climate year round without the high humidity
and seasonal temperature extremes experienced by other regions.

.
Sy
ferace

Port Stephens is a thriving community with great diversity. Although often
perceived as a wealthy tourist and retirement destination, the area has a
broad range of residents from different socio-economic backgrounds.
Residents and tourists alike are attracted to Port Stephens because of its
natural beauty, magnificent waterways and rural character.

PORT STEPHENS COUNCIL



ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 1 DRAFT INTEGRATED PLANS 2013-2023.

Port Stephens LGA — Some Statistics

Coordinates: 32°45'S, 151" 55'E

Region: Hunter Region, NSW

Area: 979 square kilometres

Waterways: More than 100 km’
'Population: 67,746 — estimated to rise to more than 87,800 by 2036
Median age: 42

Population density: | 78.1 persons per km®

Labour force: 28,377

Unemployment: 6.2%

Climate: Mean minimum temperature 13.5C

Mean maximum temperature 23 C

Mean rainfall: 1,328mm

Major population Tomaree Peninsula, Tilligerry Peninsula, Medowie,
Centres: Raymend Terrace
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FOCUS AREA 1 Our Citizens

THEME 11 Community safety

DELIVERY PROGRAM 1.1.1 Use Council's regulatory powers and government legislation to enhance public
safety,

ACTIONS SECTION 2016-2017 2017-2018 2018-2019 = 2019-2020 |
1.1.1.1 Conduct food, pool and Development v v v v
commercial premises public health Assessment and
surveillance. Compliance
1.1.1.2 Conduct on-site sewage Development v v v v
management surveillance. Assessment and

Compliance
1.1.1.3 Conduct the Building Fire Development v v v v
Safety Program. Assessment and

, Compliance |
1.1.1.4 Conduct the Swimming Pool Development v v v v
Safety program. Assessment and

Compliance
1.1.1.5 Coordinate the illegal waste Development v v v v
compliance strategy. Assessment and

. Compliance |

| 1.1.1.6 Provide regulatory Ranger Development v v v : v
services including parking Assessment and
surveillance, animal management, Compliance
environmental regulation and local
laws.
1.1.1.7 Convene the Local Emergency | Office of the General v v v v

| Management Committee. Manager

PORT STEPHENS COUNCIL
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ACTIONS SECTION 2016-2017 2017-2018 2018-2019 I 2019-2020
1.1.1.8 Contribute to and implement Facilities and Services v v v v
the new Emergency Management
Plan as part of the Lower Hunter
Emergency Management Committee.
1.1.1.9 Maintain and upgrade Asset Community Services v v v v
Protection Zones and Fire Trails.
1.1.1.10 Provide buildings and funding | Community Services v v v v
support for Rural Fire Service and
Sta@e Emergency Sen{ices.r 7 7 ) i ) 7 o
1.1.1.11 Provide professional lifeguard | Community Services v v v v
services at Fingal Beach, Birubi Point
Beach and One Mile Beach.
1.1.1.12 Implement the Crime Strategy and v v v v
Prevention Plan. Environment

10
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FOCUS AREA 1 Our Citizens

THEME 1.2 Ageing Population

DELIVERY PROGRAM 1.21 Identify and plan for the future needs of an ageing population.
ACTIONS I SECTION | 20162017 | 2017-2018 | 2018-2019
1.2.1.1 Implement Council's Ageing | Strategy and ‘ v v v
strategy. ; Environment

1.2.1.2 Provide facilities for senior | Community Services v v v
citizens to use for association

meetings and general recreational

use. f

2019-2020

v

v

1
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FOCUS AREA 1 Our Citizens
THEME 13 People with Disabilities
DELIVERY PROGRAM 1.3.1

'ACTIONS  SECTION

2016-2017

20172018

2018-2019

1

Make future provision for people with disabilities, their families and carers.

2019-2020

]
|

1.3.1.1 Implement the Community Services
recommendations from the review of
the Ngioka Horticultural Therapy
Centre.

v

v

v

v

1.3.1.2 Manage the use of
Grahamstown Dam Aquatic Reserve
| for use by Sailability.

Community Services

1.3.1.3 Provide a wheel in wheel out Community Services
garbage bin service (Blue Dot Service)
for people with disabilities living at
home.

1.3.1.4 Provide access to children's Community Services
services programs for children with
additional needs at Outside School
Hours Care (Raymond Terrace and
Medowie), Port Stephens Activity Van
and Family Day Care.

1.3.1.5 Provide large print books,
talking books and audio and visual
navigation aids from Libraries.

Community Services

1.3.1.6 Implement the Disability Strategy and
Inclusion Action Plan. Environment

12
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FOCUS AREA 1 Our Citizens

THEME 14 Children

DELIVERY PROGRAM 14.1 Plan and provide facilities, services and opportunities for children.
ACTIONS | SECTION | 20162017 | 2017-2018 | 2018-2019 20192020

1.4.1.1 Provide a mobile preschool Community Services v v v ‘ v

service (Activity Van) for areas that
have a demand for this service.

1.4.1.2 Provide facilities for community | Community Services v ‘ v v v
based preschools and childcare
centres to operate from, through
tenancy agreements.

1.4.1.3 Provide Family Day Care Community Services v ' v v ' v
services through Newcastle/Port
Stephens Family Day Care Unit.
1.4.1.4 Provide outside school hours Community Services v v v v
care services for children at Raymond
Terrace and Medowie.

1.4.1.5 Provide Stories on the Street, Community Services v ‘ v v v
Read and Rhyme Time, Story Time
and children's holiday programs from
Libraries.

13
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FOCUS AREA 1
THEME 15
DELIVERY PROGRAM 1.5.1

Our Citizens
Young People

Council will provide resources and support for your people appropriate to their

needs in the Port Stephens local government area,

ACTIONS SECTION 2016-2017 | 2017-2018 2018-2019 2019-2020
1.5.1.1 Convene and support the Port Communications v v v v
Stephens Youth Advisory Panel.

1.5.1.2 Implement Councif's Youth Communications v v v v
Strategy

14
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FOCUS AREA 1 Our Citizens

THEME 16 Community Planning and Partnerships

DELIVERY PROGRAM 1.6.1 Council will engage its citizens in developing plans for the future of the Port

Stephens local government area.

ACTIONS SECTION 2016-2017 ] 2017-2018 2018-2019 = 2019-2020

1.6.1.1 Work with Council's volunteer Assets v v v v

355¢ committees to plan and prioritise

capital works.

1.6.1.2 Convene the Port Stephens Communications v ' - v v
Interagency Network. . ) 1

1.6.1.3 Develop and implement a Community Services v v v v

campaign to recruit, recognise and
reward volunteers,

1.6.1.4 Complete a community Strategy & v ‘ - - ' -
planning survey. Environment ‘

1.6.1.5 Work with Council's volunteer Assets v v v v
355¢ committees to plan and prioritise

capital works.

15
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FOCUS AREA 2 Our Lifestyle

THEME 21 Arts and Culture

DELIVERY PROGRAM 2.1.1 Plan for and promote multiculturalism and Port Stephens’ heritage, arts and culture,
ACTIONs |  SECTION | 20162017 | 20172018 | 20182019 | 20192020

2.1.1.1 Coordinate the Birubi Point Community Services v v v v
Cultural Heritage Advisory Panel. { |

2.1.1.2 Manage historic cemeteries to Community Services v v v ‘ v

National Trust Guidelines at Raymond

Terrace, Hinton, Birubi Peint and

Nelson Bay.

2.1.1.3 Provide access to library Community Services v v v v

services at Salamander Bay,

Raymond Terrace, Lemon Tree

Passage and the Mobile Library.

2.1.1.4 Provide spaces from which Community Services v v v v

historical and family history societies

operate.

2.1.1.5 Implement Council's Cultural Communications v v v v

Plan.

2.1.1.6 Coordinate the Aboriginal Communications v v v v

Strategic Committee and Aboriginal
| Projects Fund.

16
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FOCUS AREA 2 Our Lifestyle

THEME 2.2 Recreation and Leisure

DELIVERY PROGRAM 221 Maintain and develop recreational facilities for residents and visitors.

“ACTIONS SECTION | 20162017 | 20172018 | 20182018 | 20192020

2.2.1.1 Provide areas of Council- ~ Community Services v v v | v
managed land for community-based
and commercial leisure operators.

2.2.1.2 Provide facilities for volunteer Community Services v v v v
surf lifesaving clubs to operate at
Fingal Beach and Birubi Point Beach.

2.2.1.3 Provide operational cemeteries | Community Services v v v v
at Anna Bay, Raymond Terrace,
Karuah, Nelson Bay (Carumbah
Memorial) and Seaham.

'2.2.1.4 Provide swimrﬁing pool | Community Services v | v v l v
facilities at Raymond Terrace,
Salamander Bay and Mallabula.

2.2.1.5 Maintain parks, reserves, Public Domain and v ‘ v v v
sporting fields and foreshores Services
| managed and controlled by Council.

17
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FOCUS AREA 3 Our Environment
THEME 31 Environmental Sustainability
DELIVERY PROGRAM 3.1.1 Develop and implement catchment and biodiversity programs.

'ACTIONS | secmoN | 20162017 | 2017-2018 | 20182019 | 2019-2020 |
3.1.1.1 Monitor environmental impacts | Community Services v v v | v
from decommissioned landfill sites and
manage the sites. |
3.1.1.2 Conduct noxious and Strategy and v v v v
environmental weed control on Environment
Council-owned and controlled

| reserves,
3.1.1.3 Manage habitat regeneration Strategy and v v v ' v
across the Local Government Area. Environment
3.1.1.4 Provide environmental Strategy and v v v | v
education programs to the community. Environment |
3.1.1.5 Provide environmental Strategy and v v v v
management services for Council Environment
operations.
3.1.1.6 Review, develop and Strategy and v v v : v
implement environmental strategies, Environment
plans and policies. _
3.1.1.7 Regulate noxious weed contrel Strategy and v v v v
on private land in accordance with the Environment
State funding agreement,

18
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FOCUS AREA 3 Our Environment

THEME 31 Environmental Sustainability

DELIVERY PROGRAM 3.1.2 Implement initiatives that reduce Council's greenhouse gas emissions.

ACTIONS ] SECTION | 20162017 | 2017-2018 | 2018-2019 | 2019-2020
3.1.21 Rgduge energy anq water ‘ Assets 1 v v v v
consumption in Council facilities.

waste management plans for Council's

3.1.2.2 Develop energy, water and | Assets v v v v
largest assets

19
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FOCUS AREA 3 Our Environment
THEME 3.2 Waste Management
DELIVERY PROGRAM 3.21 Provide waste and recycling services,

'ACTIONS SECTION | 20162017 | 20172018

2018-2019

1

2019-2020

]
|

'3.2.1.1 Continue to pro;ia; a two-bin éommunity Services v v
waste service including collection and
disposal.

v

v

3.2.1.2 Manage the waste transfer Community Services v v
station at Salamander Bay.

| 3.2.1.3 Participate in Hunter Councils Community Services v v
Regional Waste Group Strategy for
_regional collaboration.

3.2.1.4 Provide an education program | Community Services v v
for schools and the community on
waste minimisation and recycling.

3.2.1.5 Provide drop-off events or Community Services v v
facilities for electronic waste,
mattresses, household hazardous
waste, and vehicle tyres at Raymond
Terrace, Salamander Bay and Lemon
Tree Passage.

3.2.1.6 Provide garden waste drop-off | Community Services v v
services at Salamander Bay,
Raymond Terrace. Lemon Tree
Passage and Karuah,

20
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'ACTIONS l SECTION | 2016-2017 | 20172018 | 2018-2019 | 2019-2020 |

3.2.1.7 Provide two {2) on-call bulky Community Services B
waste kerbside collections per
domestic residence.

=

W

+

'

21
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FOCUS AREA 3 Our Environment
THEME 33 Sustainable Development
DELIVERY PROGRAM 3.3.1 Provide Strategic Land Use Planning services.

ACTIONS ~ SECTION | 2016-207 | 2017-2018 | 20182019 | 20192020 |
3.3.1.1 Complete a review of the Assets v - - | -
Urban Storm Water and Rural Water
Quality Plans. | _
3.3.1.2 Contribute to drainage and Assets v ' - - -
fiood studies for Paterson River and
Port Stephens Flood Risk
Management Study. |
3.3.1.3 Complete fiood and drainage Assets v ’ : ) ' -
studies for Anna Bay and Lemon Tree

| Passage. A ]
3.3.1.4 Prepare a project plan to Assets v - - -
redefine the civic precinct of Raymond
Terrace.
3.3.1.5 Administer the Council's Strategy and v ‘ v v v
Section 94 Planning Contribution Environment

| Scheme. | |
3.3.1.6 Maintain and manage Strategy and v : v v | v
Council's land attribute database Environment
(process planning Section 149
cerﬁﬁc_ates]. |
3.3.1.7 Prepare and review strategic Strategy and v | v v ' v
land use strategies, policies and Environment
plans.

22
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' ACTIONS SECTION 2016-2017 [ 2017-2018 2018-2019 I 2019-2020 |
3.3.1.8 Revise and update Section 94 Strategy and v - - ' -
development contribution plan. Environment
3.3.1.9 Review and prepare statutory Strategy and v - - -
plans (Local Environment Plan, Environment
Development Control Plan and
Planning Proposals).
3.3.1.10 Complete Flood and Assets - - v -
Drainage Studies for Tanilba Bay and
Malabula I _
3.3.1.11 Oversee the economic Development Services v v v v
development of the airport and
surrounding precincts.
3.3.1.12 Develop the Willlamtown Assets v v - -
drainage implementation plan.
3.3.1.13 Participate in the joint Hunter Assets v v v v
Water/Port Stephens Council drainage
project.
3.1.1.14 Attract and enable investment | Development Services v v v v
in Nelson Bay.
3.3.1.15 Develop and implement the Assets v v v v
Medowie Flood Plain Risk

| Manage_r_nent Study and Plan.

23
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FOCUS AREA 3 Our Environment
THEME 33 Sustainable Development
DELIVERY PROGRAM 3.3.2 Provide Development Assessment and Building Certification services
'ACTIONS 7 ~ SECTION 2016-2017 | 20172018 | 2018-2013 | 2019-2020 |

3.3.2.1 Conduct Development Development v v v
Assessment services. Assessment and

Compliance
3.3.2.2 Conduct Development Development v v v
Compliance services, Assessment and

Compliance
3.3.2.3 Provide building and planning Development v v v
advice to a range of customers Assessment and
through pre-lodgement meetings, the Compliance
duty counter, and major projects. |
3.3.2.4 Conduct Building Certification Development v v v
services. Assessment and

Compliance

24
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FOCUS AREA 4 Our Economy
THEME 41 Economic Development
DELIVERY PROGRAM 4.1.1 Provide processes and services that deliver benefit to tourism in Port Stephens.
'ACTIONS SECTION 20162017 | 20172018 | 2018-2013 | 2019-2020
4.1.1.1 Conduct event approval Strategy and v v v v
services. Environment ‘
4.1.1.2 Manage the Nelson Bay Visitor Strategy and v v v v
| Information Centre. {  Envionment | ~ i
4.1.1.3 Provide funds, operational and Strategy and v v v v
strategic support to Destination Port Environment
Stephens,
4.1.1.4 Sponsor major events that Strategy and v v v v
deliver economic benefit to the Port Environment
Stephens community.

25
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FOCUS AREA 4 Our Economy
THEME 41 Economic Development
DELIVERY PROGRAM 4.1.2 Provide Economic Development services to local business.

ACTIONS | SECTON | 2016-2017 | 20172018 | 2018-2013 | 2019-2020
4.1.2.1 Coordinate Place Management Strategy and v v v ‘ v
and Activation Services. Environment |

L - - -4 T
4.1.2.2 Provide economic Strategy and v ‘ v v v
development data and advice services Environment
to local businesses and Council ‘
4.1.2.3 Provide financial, governance Strategy and v ‘ v v v
and strategic support to local trader Environment

| associations. | |
4.1.2.4 Provide, facilitate and promote Strategy and v v v v
development programs for Environment
businesses. |
4.1.2.5 implement and report on Strategy and v v v v
Council's activities under the NSW Environment
Small Business Friendly Councils
program. , ,
4.1.2.6 Review business processes Strategy and v v v v
and development strategies for Environment
improvement related to small
business.

26
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FOCUS AREA 4 Our Economy

THEME 4.2 Transport

DELIVERY PROGRAM 4.2.1 Promote sustainable and improved, accessible and flexible transport modes.
ACTIONS | SECTON | 2016-2017 | 2017-2018 | 2018-2019 | 2019-2020

4.2.1.1 Conduct road safety programs Assets v v v v

with the Roads and Maritime Services

(RMS).

4.2.1.2 Continue to progress Assets v v E -

discussion for the acquisition of land
associated with development of the
Fingal Bay Link Road project.

4.2.1.3 Provide Traffic Engineering Assets v ‘ v v v
Services.

4.2.1.4 Process Road Closure Property Services v v v ' v
Applications in line with all statutory

requirements. _ | | |

4.2.1.5 Align Council's infrastructure Assets v v v v

planning with Hunter Councils’
Regional Transport Plan.
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FOCUS AREA 4 Our Economy

THEME 43 Education and Training

DELIVERY PROGRAM 431 Support identified needs for education and training in the Port Stephens local
government area.

ACTIONS SECTION 2016-2017 [ 2017-2018 2018-2019 201920_29_ =

4.3.1.1 Provide the opportunity for Organisation v v v v

work experience and vocational Development

training programs. )

4.3.1.2 Convene the Education and Communications v v v v

Training |meragency_. 1
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FOCUS AREA 5 Our Council

THEME 51 A Sustainable Council

DELIVERY PROGRAM 5.1.1 Council will maintain its underlying financial performance to budget at break even or

better.

ACTIONS SECTION 2016-2017 ] 2017-2018 2018-2019 2019-2020
5.1.1.1 Complete and present for audit Financial Services v v v v
Council's annual financial statements.

5.1.1.2 Review, develop and Financial Services v v v v
implement the Long Term Financial

Plan.

5.1.1.3 Review, develop and Financial Services v v v v
Vlmplement the rating structure. |

5.1.1.4 Review, develop and Financial Services v v v v
implement budget processes and

financial reporting to Council.
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FOCUS AREA 5 Our Council

THEME 51 A Sustainable Council

DELIVERY PROGRAM 5.1.2
'ACTIONS  SECTION

2016-2017

2017-2018

Council will increase its revenue from non-rates sources.

~ 2018-2019

:

2019-2020

5.1.2.1 Work with Newcastle Airport Office of the General
Partnership to grow shareholder value Manager
through the effective governance,
operation and development of
Newcastle Airport.

v

v

v

v

5.1.2.2 Collate and sell bio-banking
credits that have been established on
the Office of Environment and
Heritage register.

5.1.2.3 Manage and expand Council's Property Services
commercial property portfolio to meet
or exceed industry standards.

Property Services

5.1.2.4 Prepare for sale or
development appropriate portions of
Council's operational land holdings as
determined by market conditions.

Property Services

5.1.2.5 Complete Roads and Maritime Capital Works
Services (RMS) contract work on the
State roads network.
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FOCUS AREA 5
THEME 51
DELIVERY PROGRAM 5.1.3

Our Council
A Sustainable Council
Manage risks across Council.

'ACTIONS ‘ SECTION 20162017 | 20172018 | 20182019 | 2019-2020
5.1.3.1 Develop and implement an Strategy and v v v v
Environmental Management System Environment
for Council operations.
5.1.3.2 Review, coordinate and deliver Organisation v v v v
the Corporate Risk Management Development
program of work.
5.1.3.3 Review, coordinate and deliver Organisation v v v v
the Work, Health and Safety Development
Management program of work,
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FOCUS AREA 5 Our Council

THEME 51 A Sustainable Council

DELIVERY PROGRAM 514 Attract, retain and develop staff to meet current and future workforce needs.
ACTIONS ] SECTION | 2016-2017 | 20172018 | 2018-2019 | 2019-2020

5.1.4.1 Provide a career coaching
program that empowers staff to take
charge and build their careers.

Manager

Office of the General |

v

v

v

v

5.1.4.2 Review, coordinate and deliver
the Human Resource Management
program of work.

Organisation
Development

—
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FOCUS AREA 5 Our Council
THEME 51 A Sustainable Council
DELIVERY PROGRAM 5.1.5 Provide enabling business support services for Council's operations.
'ACTIONS | SECTION 20162017 | 20172018 | 2018-2013 | 2019-2020 |
5.1.5.1 Review, coordinate and deliver Business Systems v v v | v
the Records Management Program of Support
work.
5.1.5.2 Review, coordinate and deliver Business Systems v v v v
the Business Improvement program of Support
| work. ,
5.1.5.3 Review, coordinate and deliver Business Systems v v v v
Information Communication Support
Technology improvement projects.
5.1.5.4 Facilitate the four-year rolling Business Systems v v v v
Sustainability Review of Council's Support
| processes and services. ‘ . - ) 3 i -
5.1.5.5 Review, coordinate and deliver Business Systems v v v v
the Spatial Strategy program of work. Support
5.1.5.6 Manage Council's Fees and Office of the General v v v v
Charges Register. Manager
5.1.5.7 Manage the efficient utilisation Property Services v v v v
of the Raymond Terrace
AdministrationBulding. __ | _ i
5.1.5.8 Provide the administration Facilities and Services v v v v
support framework for the delivery of
Council's facilities and services.
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ACTIONS SECTION 2016-2017 J 2017-2018 2018-2019 = 2019-2020 |
5.1.5.9 Manage fleet and depot Assets v v v v
assets
5.1.5.10 Provide building trades Public Domain and v v v v
services for Council's assets. Services
5.1.5.11 Coordinate and deliver Office of the General v v v v
Councillors’ and Executive support Manager

services. _ !
5.1.5.12 Provide depot, workshop and Public Domain and v v v v
stores services for Council and Services

| external customers.
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FOCUS AREA 5 Our Council
THEME 5.2 Infrastructure
DELIVERY PROGRAM 5.2.1 Reduce the infrastructure backlog on all Council assets.
'ACTIONS - | SECTION 2016-2017 | 20172018 | 2018-2013 | 2019-2020 |
5.2.1.1 Facilitate geographical naming Property Services v ‘ v v ' v
_services: » | :
5.2.1.2 Conduct condition rating and Assets v v v | v
risk assessment on all categories of
assets
| 5.2.1.3 Plan for and manage Council's Assets v v v v
[cvilassels.
5.2.1.4 Plan for and manage suitable Assets v 4 v v
community and recreation assets.
5.2.1.5 Provide a development Assets v v v v
engineering assessment and advice
service,
5.2.1.6 Provide drainage/flooding Assets v v v v
investigation, planning and design
services for Council's capital works
program.
5.2.1.7 Provide project engineering. Assets v v v v
5.2.1.8 Review and update the Storm Assets - v - -
Water Management Plan.
5.2.1.9 Annually review the Strategic Office of the General v v v v
Asset Management Plan. Manager
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ACTIONS SECTION

2016-2017

| 2017-2018

5.2.1.10 Facilitate land acquisition and Property Services
leasing services to enable existing and
new infrastructure projects.

v

v

2018-2019 | 2019-2020 |
v | v

5.2.1.11 Prepare a feasibility study for | Community Services
the redevelopment of the unused
lower floor space at the Raymond
Terrace Library.

5.2.1.12 Prepare a feasibility study for | Community Services
the re-use options for the
decommissioned Rural Fire Service
Stations at Tanilba Bay and Lemon
Tree Passage.

5.2.1.13 Deliver the Capital Works Capital Works
Program.

5.2.1.14 Complete the roads asset Capital Works
maintenance program.

5.2.1.15 Complete scheduled Public Domain and
maintenance programs for drains and Services
roadside vegetation.

5.2.1.16 Review, coordinate and Assets
deliver asset management data and
systems.
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FOCUS AREA 5 Our Council
THEME 5.3 Governance and Civic Leadership
DELIVERY PROGRAM 5.3.1 Manage the civic leadership and governance functions of Council.
ACTIONS | SECTION | 2016-2017 | 20172018 | 20182019 | 2019-2020
5.3.1.1 Administer Code of Conduct Office of the General v ‘ v v | v
_processes. Manager |
5.3.1.2 Complete the End of Term Office of the General v - - -
Report 2012-2016 against the Manager
Community Strategic Plan.
| 5.3.1.3 Conduct an internal audit Office of the General v v v v
| program._ Manager _ 1
5.3.1.4 Conduct citizenship Office of the General v ‘ 4 v v
ceremonies. Manager
5.3.1.5 Conduct the Governance Office of the General - v B -
| Health Check. Manager | ,
5.3.1.8 Coordinate and deliver Office of the General v v v v
governance and legal services. Manager
5.3.1.7 Coordinate Council's Office of the General v v v v
responses to State government Manager
kdiscussf»ion papers. 7 o o | ) 7 | B
5.3.1.8 Facilitate development of Office of the General v v v v
Council's Delivery Program 2017-2021 Manager
and annual Operational Plans 2017-
2021,
5.3.1.9 Facilitate and develop the Strategy and v v v v
Community Strategic Plan 2017-2027. Environment
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ACTIONS SECTION 2016-2017 2017-2018 2018-2019 l 2019-2020
5.3.1.10 Manage access to Office of the General v v v v
information and privacy processes, Manager
5.3.1.11 Provide professional Office of the General v v v v
development opportunities for Manager
Courncillors.
5.3.1.12 Report to Council and the Office of the General v v v v
community on the progress of the Manager
Delivery Program; and Operational
Plans and associated Resource
Strategy.
5.3.1.13 Review the Integrated Plans. | Office of the General v v v v

Manager
5.3.1.14 Conduct a customer Office of the General v v v v
satisfaction survey annually. Manager
5.3.1.15 Deliver Council's key civic Communications v v v v
events.
5.3.1.18 Provide a governance Community Services v v v v
structure for volunteers.
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FOCUS AREA 5
THEME 53
DELIVERY PROGRAM 5.3.2

Our Council

Governance and Civic Leadership

Manage relationships with all levels of government, stakeholder organisations and

Hunter Council Inc.

ACTIONS SECTION 2016-2017 | 2017-2018 2018-2019 2019-2020
5.3.2.1 Work with Hunter Councils to Office of the General v v v v
grow value for the Hunter Region. Manager
5.3.2.2 Develop, participate in and Office of the General v v v v
manage relationships with all levels of Manager
government and stakeholder
organisations.
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FOCUS AREA 5 Our Council

THEME 54 Engagement

DELIVERY PROGRAM 54.1 Engage our community in conversations and provide timely and accurate
information.

ACTIONS I SECTION 2016-2017 | 2017-2018 2018-2019 2019-2020

5.4.1.1 Conduct community Communications v v v v

engagement activities.
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FOCUS AREA 5 Our Council
THEME 55 Reputation
DELIVERY PROGRAM 551 Strengthen Council's brand and reputation.

ACTIONS | SECTION 2016-2017 | 20172018 | 2018-2013 | 2019-2020 |
5.5.1.1 Operate the Tourist Property Services v v v ‘ v
Accommodation Properties
(Beachside Holiday Parks, Thou Walla
Sunset Retreat and Treescape Park).
5.5.1.2 Continue to manage Council's Communications v v v v

| employer brand. -
5.5.1.3 Develop, implement and Communications v v v v
monitor Council's Customer Service
Framework.
5.5.1.4 Manage and report the Communications v v v v
performance of the Customer Request

System (CRM). ' 3 : )
5.5.1.5 Manage Council's corporate Communications v v v v
brand and style guide.
5.5.1.6 Manage Council's external Communications v v v v
communications.
5.5.1.7 Manage Council's internal Communications v v v v
communications,
5.5.1.8 Manage Council's digital and Communications v v v v
social media communications,
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Statement of Revenue Policy

The following rates are proposed for 2016-2017 and include a 1.8% rate-pegging increase allowed by the NSW Government. Key
elements of Council’s rating policy are:

. Rates are levied on the most recent land valuations provided by the NSW Valuer-General, being base date 1 July 2013;

*  Total rate income increased by approximately 1.8% above 2015-2016 levels in accordance with rate-pegging legislation and
including an adjustment to allow for income growth related to newly rateable Crown Land (which is subject to application to
the Office of Local Government and approval by the Independent Pricing And Regulatory Tribunal (IPART));

35% base amounts are continued in the residential and business categories;

Farmland and residential rates continue to have the same rate in the dollar and base amount;

Existing revenue relativities between rating categories are to be maintained; and

No special rates are proposed for 2016-2017.

Rating of Strata Lots

Each lot in a strata plan is rated separately but Council will include lots on one rate notice where one lot consists of either a
residential unit or residential unit and garage and the other lots consist of either a garage or utility room. A maximum of three (3)
separate strata lots can be included on one rate notice where only one lot must contain a residential unit. All lots must be within the
same strata plan. Council will not allow aggregation in any other circumstances including multiple residential units, multiple
garages, multiple industrial bays, multiple retail premises and multiple marina berths. Council will allow aggregation of land values
where new land values are received and amalgamation or consolidation of parcels owned by the same ratepayer is to occur, and
the Valuer-General has confirmed that amalgamation will be approved. Council will also allow aggregation of land values with other
land owned by the same ratepayer where land is subject to a license or enclosure permit and the Valuer-General has confirmed
that amalgamation will be approved. Rates will be levied on the new aggregated land value, but not backdated for previous years.
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Categorisation of Land

All land is placed within one of four mandatory categories for rating purposes according to the dominant use of the land: residential,
farmland, business and mining. The land category is printed on the rate notice. Ratepayers may appliy for their land category to be
reviewed and applications are determined within 40 days. \Where a ratepayer applies for their land category to be reviewed and this
is approved, the date of effect for rating purposes is the date their application was received by Council. The date of effect may be
backdated at Council's discretion, if there are exceptional circumstances that prevented the ratepayer from making an earlier
application. Where Council initiates the review of a land category the date of effect shall be no earlier than the date the declaration
is posted to the ratepayer.

Exemption from Rates

All land is rateable unless it is exempt under section 555 or section 556 of the Local Government Act 1993. Eligible organisations
(generally public charities) may apply for their land to be made exempt if they believe it to be exempt. Where a ratepayer applies for
their land to be made exempt and this is approved the date of effect for rating purposes is the date their application was received
by Council. The date of effect may be backdated, at Council's discretion, if there are exceptional circumstances that prevented the
ratepayer from making an earlier application.

Hunter Local Land Services

Council includes on its rate notice a catchment contribution collected on behalf of the Hunter Local Land Services. The Local Land
Services sets the rate in the dollar around June each year after receiving Ministerial approval. Catchment contributions are
collected by Council under the Local Land Services Act 2013 and are passed on to Hunter Local Land Services. All rateable land
with a land value exceeding $300 within a defined river catchment area is subject to the contribution.
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' Type of Rate Name of Rate Category Rate Ad Valorem Rate | Base Amount | Base Amount | Estimated Rate |
Applies To ‘cin$ Yield % Yield
Ordinary Residential Residential 0.3444 355.00 35 $30.893m
Ordinary Farmland Farmiand 0.3444 355.00 20 $0.85m
Ordinary Business Business 0.818 1,498.00 35 $7.59m
Ordinary Mining Mining 0.819 n'a nfa $3
» Total $39.33m
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Residential, Farmland, Business
& Mining Rates #

# Rates apply to the whole of Port Stephens LGA
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Hunter Local Land Services

I catchment Contribution Area
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Budget Summary 2016-2021

The 2016-2017 Budget is represented as Year 1 of the Improved Scenario in the Long Term Financial Plan 2016-2026. Other

Budgets in the graphs below represent Years 2, 3 and 4. Refer to the Resource Strategy (Long Term Financial Plan) document for

details. A summary is shown in the graphs below.

Income 2016 - 2021
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20152020

2020-2021

® Rates & Annual Charges

W User Fees & Charges

® Operating Grants and Contributions

® Capital Grants and Contributions
® Interest and Investment Revenue
# Other Revenue

Galn on Sale of Assets
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Expenditure by Type 2016 - 2021
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Total Expenditure 2016 - 2021
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Waste Management Statement
Council proposes a two level waste charge for 2016-2017.
1. Waste Management Charge

A base waste management charge of $57 will be applied to all rateable properties as authorised by sections 496 and 501 of the
Local Govemnment Act 1993, This charge contributes towards the management of the waste transfer station, the rehabilitation and
environmental monitoring of decommissioned landfill sites and the provision of ancillary waste services including scheduled garden
waste, electronic waste, household chemical, mattress, dry recycling and tyre drop off events. In the case of properties categorised
as farmland, if there is more than one property in the same ownership and run as a single undertaking then the full base charge will
be applied to the first property plus a $1 base charge against each subsequent property.

2. Waste Service Charge

As required by section 496 of the Local Government Act 1993, a domestic waste service charge of $401 will be applied to all
developed residential properties, whether occupied or unoccupied, including land categorised as 'residential' and farmland'. This
charge will entitle the ratepayer to the weekly collection of residual waste using a 240 litre wheelie bin (red bin), the fortnightly
collection of material for recycling using a 240 litre wheelie bin (yellow bin) and two on-call bulky/garden waste cleanup services.

A non-domestic waste service charge of $401 will be applied to each commercial and business property, whether occupied or
unoccupied, as authorised by section 501 of the Local Government Act, 1893. This charge will entitie the ratepayer to the weekly
collection of residual waste using a 240 litre wheelie bin (red bin) and the fortnightly collection of materials for recycling using a 240
litre wheelie bin (yellow bin).

For the purpose of applying a domestic or non-domestic waste service or management charge ‘property’ means any residence,
business premises or commercial premises used or capable of being used as a separate premise whether or not situated on the
same or separate rateable parcels of land and whether occupied or unoccupied.
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Additional residual waste services (red lid bin) are available for the yearly charge of $230 per bin. This charge entitles the user to
an extra weekly collection of waste in another 240 litre bin. Due to fixed administrative and contractor costs this service is not
refundable should the customer choose to cancel the additional service before 30 June 2016.

Additional recycling services (yellow lid bin) are available for the yearly charge of $115 per bin. This charge entitles the user to an
extra fortnightly collection of household recyclables in another 240 litre bin. Due to fixed administrative and contractor costs this
service is not refundable should the customer choose to cancel the additional service before 30 June 2016.

Any resident or business property that has a waste service charge will have the option to upsize their 240 litre recycle bin to a 360
litre bin for a one off fee of $25.

Council may at its discretion, following written application by the operator of any commercial or business premises, waive the non-
domestic waste service charge if satisfied that appropriate alternative provision will be made for the non-domestic waste
management services to those premises.

The waste collected from the kerbside residual garbage bin (red bin) is processed through the Advanced Waste Technology Facility
operated by Suez on Newline Road, Raymond Terrace where approximately 50% of this waste is processed into compost. The
remaining 50% of the waste is disposed of to landfill, which attracts charges under the NSW State Government Waste Levy. For
the 2016-2017 financial year the payment of this charge makes up $37.54 of the $401 Waste Service Charge.

Council proposes to apply the charges shown in the table below for waste management in 2016-2017:

2015-2016 2016-2017 Difference
S $ $
jWaste Management Charge 7 $61 s SS'I” -84 |
\Waste Service Charge $388 | $401 $13
‘ToTAL ' $449 | $458 | 89
| Base charge for additional farmland properties $1 | $1 $0
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References
Legislation

Council's operations are authorised through many State and Federal Acts of Parliament however the principal legislation is listed
below:

Local Government Act (1993}

Local Government (General) Reguiation 2005
Environmental Planning & Assessment Act (1979)
Environmental Planning & Assessment Regulation 2000
Government Information (Public Access) Act (2009)
Valuation of Land Act (1916)

Local Land Services Act (2013)

State and Regional Plans

NSW State Plan - NSW 2021

Hunter Regional Action Plan

Port Stephens Foreshore Management Plan

Williamtown Defence and Airport Related Employment Zone (DAREZ) Land Use Development Strategy
Port Stephens — Great Lakes Marine Park
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Resource Strategy 2016-2026

Port Stephens Council Resource Strategy is set out in separate documents.
It comprises:

e  Workforce Strategy 2013-2017

«  Strategic Asset Management Plan 2016-2026

. Long Term Financial Plan 2016-2026

With the exception of the Workforce Strategy, the other elements of the Resource Strategy are required to be reviewed annually
and rolled forward one year

Fees and Charges 2016-2017

The Fees and Charges 2016-2017 is a separate document and is available on Council's web site, at the Administration Building
(116 Adelaide Street, Raymond Terrace) and at Council's libraries.
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Long Term
Financial Plan

2016-2017 to 2025-2026
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1. Executive Summary

Port Stephens Council's Long Term Financial Plan (LTFP) contains a set of long
range financial projections based on a set of assumptions. The LTFP covers a 10
year time period from 2016-2017 to 2025-2026.

1.1 Structure

The Long Term Financial Plan is structured as a series of 'Scenarios', each of which
shows a specific financial outlook.

This iteration of the Long Term Financial Plan presents financial forecasts
associated with the following Scenarios:

« Base Scenario
o The entire rate peg of 1.8% is applied to rating income and 200 new
assessments per year
o Aninflation forecast of 2% is applied to most sources of income

* Improved Scenario
o The entire rate peg of 1.8% is applied to rating income for financial
year 2017 and then increased to 2% from financial year 2018 onwards
as well as 200 new assessments per year
o Aninflation forecast of 2.5% is applied to most sources of income

« Strategic Scenario
o The entire rate peg of 1.8% is applied to rating income and then
increased to 2.9% from financial year 2017-2018 onwards as well as
200 new assessments per year
o An inflation forecast of 3% is applied to most sources of income

The Improved Scenario has been selected as Council's preferred Scenario. The
Improved Scenario has been selected because the Base Scenario is not financially
sustainable and the Strategic Scenario contains some high level targets which are
reliant on market expectations. It is also important to be conservative with income
projections in order to not spend outside of Council's means when forecasting its the
financial future.
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1.2 Sensitivity Analysis

Long term financial plans are inherently uncertain given the lengthy period of time
which they are required to cover and the assumptions that are required to be made.
Some of these assumptions have a relatively limited impact if they are wrong; others
can have a major impact on future financial plans. If the assumptions are found to be

inaccurate then it will be necessary for Council to reconsider.

The three (3) Scenarios provided also serve as an indication as to the impact these

assumptions can have.

Given the financial position from which Council has come, it now utilises the Long
Term Financial Plan as a management tool. Quarterly budget review amendments
that have a permanent impact are processed into the model to assess the effect on

the Plan.

Council will also review and update relevant sections and projections of the Long

Term Financial Plan on an annual basis.
1.3 Objectives

The main objectives that this LTFP is designed to achieve are:
« Anincreased ability to fund asset renewal requirements;

« Provide financial targets for the next 10 years;
« Allow various assumptions to be modelled;

« To ensure that external conditions are considered, for example, changes in

interest rates and population growth.
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2. Introduction

2.1 Purpose of the Long Term Financial Plan (LTFP)

The Long Term Financial Plan (LTFP) exists primarily to facilitate the delivery of the
objectives and strategies expressed in the Community Strategic Plan - Port
Stephens 2023, The LTFP is not an end in itself but is a means of ensuring the
objectives of the integrated planning framework are matched by an appropriate
resource plan.

The LTFP links to the Delivery Program 2013-2017 and the Operational Plans 2016-

2020 as follows:
Delivery Program 2013-2017
15.1.1 Council will maintain its underlying financial performance to
budget at break even or better.
15.1.2 Council will increase its revenue from non-rates sources.

Operational Plans 2016-2020

15.1.11 Review, develop and implement the Long Term Financial
Plan.

15113 Review, develop and implement budget processes and
financial reporting to Council.

15115 Maintain Council's financial sustainability (measured from
external audit, breakeven or surplus).

Therefore it is important to acknowledge that any significant changes to the financial
strategies expressed in this document will have a consequent impact on Council's
ability to deliver the outcomes expressed in the Delivery Program and the
Operational Plans.

In addition to acting as a resource plan, the LTFP further endeavours to;

1) Establish a prudent and sound financial framework, combining and integrating
financial strategies to achieve a planned outcome;

2) Establish a financial framework against which Council’s strategies, policies,
and financial performance can be measured;

3) Ensure that Council complies with sound financial management principles and
plans for the long term financial sustainability of Council;

4) Allows Council to meet its obligations under the Council's Charter of the Local
Government Act 1993 as detailed in Section 3.2.

i L PutSkghens O
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This LTFP represents a comprehensive approach to documenting and integrating
the various financial strategies of Council. The development of the long term
financial projections represents the output of several strategy areas, that when
combined, produce the financial direction of Council as shown below:

Strategy

Investment Rating

Strategles Strategy
ects & L‘"'F‘a m'ml;m , Operational

Funding Projections Roquirsments
Management Grants & Fees
Strategies Restricted ;
Asset Funds
Figure 1: Integrated Strategic Approach

2.2 Objectives of the Long Term Financial Plan
The objectives that this LTFP is designed to achieve are;

* Anincreased ability to fund asset renewal requirements;

* Provide financial targets for the next 10 years;

« Allow various assumptions to be modelled;

« To ensure that external conditions are considered for example changes in
interest rates and population growth;

* An enhanced funding level for capital works in general;

* Progressing Council towards maintaining a position of financial sustainability
in the long term;

« Rate and fee increases that are both manageable and sustainable;

* Investment and funding strategies which promote intergenerational equity;

« Demonstrating Council's ability to be Fit for the Future.

For the purposes of this strategy, financial sustainability is defined in the below
diagram, modelled essentially on a hierarchy of needs approach.

e :
[
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Medium Term
Sustainability

o Opersiing surpius schioved ml of ibnormal lerms and Cagital
tiodng

Figure 2: Financial Sustainability - Hierarchy of Needs

Port Stephens Council has challenges in meeting asset renewal requirements on an
annual basis and the current gap, inclusive of the infrastructure backlog of works is
$18 million. This is an issue that can only be addressed over a long period.

It is vital to state the importance of meeting community needs both now and in the
future in terms of operational services. Council could achieve financial sustainability
very readily by ignoring this need and placing all of its emphasis on asset
management. Future community service needs are frequently not documented in
such a compelling manner as infrastructure requirements and need to be considered

in conjunction with asset management strategies.

2.3 Key Outcomes of the LTFP

The challenge of financial sustainability is one faced by the majority of NSW councils
and Port Stephens Council is certainly not immune from this issue. Council has
recently been presented with data on the financial sustainability of this Council that

indicate the following:

« Up until recently Council was recording an underlying operational deficit.
Maintaining a sustainable financial platform to ensure these deficits do not

return is a key objective of Council.
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* Council is nearing the point where it can expend more per annum on
renewing and upgrading its existing asset base than the annual depreciation
charges in respect of these same assets, provided income projections are
met.

« Over the last several years there has been a Port Stephens Council change in
funding the maintenance and renewal of existing assets to reduce this
backlog. This change has, and will continue to have an impact on the financial
sustainability of the organisation and an increased ability to provide services
to the community through assets.

In preparing the 2016-2017 to 2025-2026 LTFP, each of the above challenges has
been addressed, The LTFP is based on achieving the following outcomes:

« Progressively increasing the underlying operating surplus;

* Starting to bridge the infrastructure funding gap to ensure Council
infrastructure is maintained at a satisfactory level;

« Achieving a financial structure where new assets or existing asset renewal
needs are met from the base operating income of Council;

« The retention of service provision at present levels.

In summary, this LTFP presents a responsible financial blueprint for the future of
Port Stephens Council.

2.4 Sustainability Review

In 2010 Port Stephens Council publicly acknowledged on several occasions that
Council's business model required fundamental change. Subsequently, a
comprehensive sustainability review process has been performed to review all
services that Council provides. This has resulted in efficiencies in the way that
services are provided and involved extensive community consultation to determine
the level of service the community expects and the price they are willing to pay. The
total anticipated cost savings resulting from the sustainability review have been
incorporated into the Long Term Financial Plan.

Now and in the future, Council will be continually undergoing a comprehensive
sustainability review process. This review involves analysing services provided so
that it is clear what services are provided and how the services are delivered.
The purpose is to ensure that Council's services are a reflection of the local
community needs and expectations.
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3. Link between LTFP and Council's Planning
Framework

3.1 Workforce Strategy

In order to deliver our Delivery Program and confribute to the Community Strategic
Plan, we require a clear workforce resourcing strategy that sets out what type of
organisation we need to be and how we plan to get there.

Council's business operating system is the Australian Business Excellence
Framework; this includes the following categories:

e Leadership

* Strategy and Planning

« |nformation and Knowledge

« People

e Customers and Other Stakeholders

* Process Management, Improvement and Innovation
« Results and Sustainable Performance

The Workforce Strategy 2013-2017 needs to be fully integrated with the Long Term
Financial Plan. This integration includes:

« Compulsory superannuation guarantee rate increase;

* Vested Sick Leave;

* Long Service Leave Liability;

* Leaming and Development.

3.1.1 Compulsory Superannuation Guarantee Rate Increase
The Federal government has changed the phasing of the increases in the

superannuation guarantee levy as per the table below. The impact of this change
has been factored into all three Scenarios of the Long Term Financial Plan.
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Year | Rate
2015-16 | 9.50%
2016-17 | 9.50%
2017-18 | 9.50%
201819 | 9.50%
201920 | 9.50%

T 2020-21 j 9.50%
202122 | i0.00%
202223 | 10.50%
202324 ‘ 11.00%
202425 | 11.50%
| 2025 & Onwards | 12.00%

Table 1: Superannuation Guarantoe

3.1.2 Vested Sick Leave

Staff employed by Council prior to or on 26 September 2000, who have not
previously waived their right to this provision, continue to have an entitiement for the
payment of unused sick leave arising out of the termination of employment. A
provision for vested sick leave of $3.8 million has been included as a liability in the
Balance Sheets of each Scenario in this Plan. For the purpose of the forecast,
payments from the provision have been estimated when the eligible employee

reaches the age of 65.

3.1.3 Long Service Leave Liability

Long Service Leave entitlements are governed primarily by the Long Service Leave
Act 1955 and by conditions in the Port Stephens Council Enterprise Agreement
2015. Port Stephens Council has not actively required employees to take long
service leave as it falls due however if the amount of liability becomes excessive it is
likely that employees will be encouraged to keep balances within reasonable limits. A
provision of $6.8 million has been included as a liability in the Balance Sheets of
each Scenario in this Plan. For the purpose of the forecast, payments from the
provision have been estimated when the eligible employee reaches the age of 65.

3.1.4 Learning and Development

Council provides extensive learning and development opportunities, there are
education and training opportunities for people of all ages. A yearly expenditure on
learning and development has been included in the salaries and wages expense in

the Income Statement of each Scenario in this Plan.

T
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3.1.5 Workers Compensation

Due to Council's focus on workplace safety. commitment to performing safety

observations, reporting near misses and implementing many safe workplace policies
Council's workers compensation premiums have been reduced dramatically in recent

years. These savings have already been factored into the Long Term Financial Plan
and Council is committed to maintaining a commitment to a safe workplace and
ensuring that the workers compensation premium remains stable.

3.2 Strategic Asset Management Plan (SAMP)

Port Stephens Council is responsible for a large and diverse asset base. These
assets include roads, bridges, footpaths, drains, libraries, childcare centres, halls,
parks, sporting facilities, fleet, land and information communication technology-
related assets. According to Council's Charter under the Local Government Act
1993, Council should:

« provide directly or on behalf of other levels of government after due
consultation, adequate, equitable and appropriate services and facilities for
the community and to ensure that those services and facilities are managed
effectively and efficiently;
have regard for the long term and cumulative effects of its decisions;
bear in mind that it is the custodian and trustee of public assets and to
effectively plan for, account for and manage the assets for which it is
responsible.

Over time Port Stephens Council has greatly increased its assets, which has
consequently increased its depreciation, operation and maintenance costs to an
already large sum and contributed to the ageing asset base.

In order to manage this asset base, strategies and plans need to be developed
which are designed to address issues regarding asset life cycles and risk. Such
strategies and plans should ensure that their content addresses priorities in line with
organisational objectives. Finance and expenditure should also be planned and
controlled in line with these priorities. Resources should be used as effectively and
efficiently as possible. Technical levels of service that related to compliance
requirements in legislation should be maintained.

The SAMP analyses groups of assets in the following categories:
« Administration Building

« |nformation and Communication Technology (ICT)
* Depots

7
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« Emergency Services

* Libraries

¢ Library Collection

« Community Buildings
Cemeteries

« Child Care Centres

« Parks and Reserves

« Playgrounds

* Public Amenities

« Sports Facilities

e Surf Clubs

e Aquatic Centres

» Waterways

* Road Pavements

¢ Drainage

* Bus Facilities

* Guardrails

« Retaining Walls

« Bridges (Road and Footpath)

« Footpath and Cycleway

* Minor Assets

« Street Lighting

e Heritage ltems

o Waste

* Commercial Assets — Holiday Parks

« Commercial Assets — Investment Properties

« Visitor Information Centre, Nelson Bay

* Land (development)

3.21 Non-Cash Operating Expenses

Council's major non-cash operating expense is depreciation. Council's property,
plant and equipment are depreciated using the straight line method which allocates
an assets cost over its estimated useful life. Refer below to an extract from Note 1 of
the General Purpose Financial Statements for the year ended 30 June 2015 for
estimated useful lives for each asset category which determines the depreciation
expense each year. Council has very considerable stocks of assets with long but
finite lives; this can be seen in the extract from Note 1. These estimated useful lives
are expected to remain constant over the life of this Plan.

g Por Siechens Cotsne
& : :
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The straight line method of depreciation ensures that there will be no major peaks or
troughs in depreciation expense from year to year as this method ensures a uniform
rate of depreciation of property, plant and equipment.

A revaluation of infrastructure assets (roads & drains) was performed in 2015 which
required change in the depreciation modelling of these assets. The change was from
a straight line method to a deterioration curve. This was to ensure the condition
rating of the asset aligned more closely with the written down value of the asset. As
a result of this change, Council's asset backlog and maintenance requirements were
revised. Under the revised models an asset should not rapidly decline in value (or
condition) provided asset maintenance is maintained.

For each Scenario the growth in the depreciation expense is linked to the annual
investment in infrastructure, property, plant and equipment.

Land is not depreciated

Estimated useful lives for Council’s Infrastructure, Property, Plant
& Equipment include:

Plant & Equipment

Office equipment 5to 10 years
Office furniture 10 to 20 years
Vehicles 1to5years
Heavy plant/Road marking equip 5to 20 years
Other plant and equipment 51to 50 years
Other Equipment

Playground equipment S5to 15 years
Benches, seats etc. 10 to 20 years
Buildings

Buildings: Masonry 40 to 50 years
Buildings: Other 10 to 100 years
Stormwater Drainage

Drains 80 to 100 years
Culverts 50 years
Transportation Assets

Sealed roads: Surface 10 to 20 years
Sealed roads: Structure 50 to 60 years
Unsealed roads 5to 10 years
Bridge: Concrete 80 to 100 years
Kerb, gutter & paths 40 to 50 years

% o Tem bl S T peEaee | O
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[ Other Infrastructure
Bulk earthworks Infinite
Swimming Pools 25 years
Other Open Space/Recreational Assets 5to 25 years

Table 2: Estimared Useful Lives for Each Asset Category
3.2.2 Infrastructure, Property, Plant and Equipment Revaluations

Council's infrastructure, property, plant and equipment are valued at fair value per
Australian Accounting Standard 116 Property, Plant and Equipment and the Local
Government Code of Accounting Practice and Financial Reperting. Previous years'
revaluations are as follows:

Year Category Comment
1 2006-2007 | Water and sewerage Not applicable to Port
networks Stephens
2007-2008 and 2008- Operational land,
2009 buildings, plant and
| equipment
2009-2010 Roads, drainage and
| bulk earthworks
'2010-2011 | Community land, land
improvements, other
structures and other
assets
2011-2012 | Water and sewerage Not applicable to Port
networks Stephens
12012-2013 | Operational land,
buildings, plant and
equipment
12013-2014 | No revaluations
scheduled
2014-2015 | Roads, bridges,
footpaths, drainage and
bulk earthworks
2015-2016 | Community land, other
assets, other structures,
| land improvements

AP
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The Local Government Code of Accounting Practice and Financial Reporting states
that full revaluations are to be undertaken on all assets on a five (5) year cycle.

Year | Category | Comment
2016-2017 Water and sewerage Not applicable to Port
v | networks | Stephens
2017-2018 | Operational land, '
buildings, plant and
| equipment
2018-2019 | Land Under Roads (LUR)

As infrastructure, property, plant and equipment are already valued at fair value as
opposed to historical cost the periodic revaluations to fair value are not likely to result
in a significant difference. Therefore it is not necessary to factor in any changes in
infrastructure, property, plant and equipment values due to revaluations in this Plan.

3.2.3 Infrastructure Supplied By Developers

Council becomes liable for maintenance of assets and spaces provided and paid for
by the developers of residential estates one year after they are created. There is a
number of areas that have potential for future growth and potential for new
residential estates to be built. Council may become liable for maintenance of assets

and spaces provided by the developers of these residential estates:

1) Anna Bay

2) Heatherbrae - Tomago

3) Karuah

4) Medowie

5) North Raymond Terrace (Kings Hill)
6) Wallalong

7) Williamtown Airport Precinct

At this stage these maintenance costs have not been quantified. When the costs are
quantified, they will be included in future updates of the Long Term Financial Plan.

Due to environmental and conservation constraints of the Port Stephens LGA there
are only limited opportunities for large scale residential and commercial
developments. It is expected that the developments mentioned above will eventuate;
however the estimated future increase in the number of rate assessments, as
outlined below in ‘financial assumptions' has been estimated conservatively with

these environmental and conservation constraints in mind.

Pﬁ Port Stechens Counci
g T Firancial Plan - 2015.2
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4. Macro View of Council's Financial Position

The Long Term Financial Plan is structured as a series of 'Scenarios’, each of which
shows a specific financial outlock. Each of the Scenarios relates to particular Council
plans or policies. The Scenarios are cumulative so that each Scenario incorporates
the assumptions and financial outcomes of the previous Scenarios. The Scenarios
can also be looked at in isolation.

This iteration of the Long Term Financial Plan presents financial forecasts
associated with the following Scenarios:

+ Base Scenario
o The entire rate peg of 1.8% is applied to rating income and 200 new
assessments per year
o Aninflation forecast of 2% is applied to most sources of income

+ Improved Scenario
o The entire rate peg of 1.8% is applied to rating income for financial
year 2017 and then increased to 2% from financial year 2018 onwards
as well as 200 new assessments per year
o Aninfiation forecast of 2.5% is applied to most sources of income

* Strategic Scenario
o The entire rate peg of 1.8% is applied to rating income and then
increased to 2,9% from financial year 2017-2018 onwards as well as
200 new assessments per year
o Aninfiation forecast of 3% is applied to most sources of income

The Improved Scenario has been selected as Council's preferred Scenario. The
Improved Scenario has been selected because the Base Scenario is not financially
sustainable and the Strategic Scenario contains some high level targets which are
reliant on market expectations. It is also important to be conservative with income
projections in order to not spend outside of Council's means when forecasting its the
financial future.

The following financial statements portray the projected financial position of Port
Stephens Council over the next ten years for each Scenario;

* |ncome Statement
« Balance Sheet
« Cash Flow Statement
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A number of financial performance indicators or otherwise known as ratios have
been calculated for each scenario to further portray the projected financial results for
each scenario.

The statements are prepared based on current knowledge and service levels and will
no doubt be affected by various events which will occur in future years. It is important
that the long term financial outlook is revisited and updated on an annual basis.

The base point used for modelling is the September quarterly budget review for the
financial year ended 30 June 2016.

4.1 Financial Performance Indicators

The financial performance indicators are intended to be indicative of the financial
health and presence of good business management practices at Port Stephens
Council.

4.1.1 Underlying Operating Result

Definition: The issue for Council is whether underlying operating surpluses are
being achieved. This indicator is calculated by taking the income from
continuing operations less grants and contributions provided for capital
purposes less expenses from continuing operations less profit from
Newcastle Airport less profit from land sales,

Analysis: Ideally Council would be operating with a small surplus. Council is
committed to at least breaking even on a consistent basis.

4.1.2 Operating Performance Ratio

[Definition: | This ratio measures a council’s achievement of containing operating
expenditure within operating revenue.
Ratio = Operating revenue excluding capital grants and contributions -

operating expenses / Operating revenue exciuding capital grants and
contributions,

Analysis: The Code of Accounting Practice and Financial Reporting uses a
benchmark for the operating performance ratio of greater than 0%.

4.1.3 Own Source Operating Revenue Ratio

"Definition: | Itis the degree of reliance on external funding sources such as
operating grants and contributions. A council's financial fiexibility
improves the higher the level of its own source revenue.

o R
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Ratio = rates, utilities and charges / total operating revenue (inclusive
of capital grants and contributions).

Analysis: NSW Treasury Corporation uses a benchmark for the Own Source
, Revenue Ratio of greater than 60%.

4.1.4 Debt Service Cover Ratio

interest, principal and lease payments.

Ratio = operating results before interest and depreciation (EBITDA) /
principal repayments (from the Statement of Cash Flows) + borrowing
interest costs (from the Income Statement).

Analysis: Council uses a benchmark for the Debt Service Cover Ratio of greater
han zero.

4.1.5 Cash Expense Cover Ratio

Definition: This liquidity ratio indicates the number of months a council can
continue paying for its immediate expenses without additional cash
inflow.

Ratio = current year's cash and cash equivalents / total expenses -
depreciation — interest costs,

nrratio ofigreater than 3.

4.1.6 Capital Expenditure Ratio

Definition: To assess the extent of capital expenditure on new assets and the
replacement and renewal of existing assets.

Analysis: The Code of Accounting Practice and Financial Reporting uses a
benchmark for the capital expenditure ratio of greater than 1 time.
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4.2 Financial Assumptions
The financial assumptions used are as follows:

4.2.1 Operating Rates

The rate peg is 1.8% for financial year 2016-2017 as set by the Independent Pricing
and Regulatory Tribunal (IPART). In the Base Scenario the full rate peg of 1.8% has

been taken up. In the Improved Scenario, the entire rate peg of 1.8% is applied to
rating income for financial year 2017 and then increased to 2% from financial year
2018 onwards. In the Strategic Scenario the entire rate peg of 1.8% is applied to
rating income for financial year 2017, an increase of 2.9% is applied to rating

income; this is the average rate peg for the past five years. In addition, it is expected

that there will be two hundred new assessments per year due to increases in the

population.

Base Scenario: 1.8% increase plus 200 new assessments

Improved Scenario: 1.8% increase then 2% for 2017-2018 onwards plus 200

new assessments

Strategic Scenario: 1.8% increase then 2.9% for 2017-2018 onwards plus

200 new assessments

4.2.2 User Charges and Fees

Considering that the Reserve Bank of Australia has a target band of inflation of

between 2% and 3%, the following inflation rates have been used for each Scenario:

Base Scenario: 2% increase
Improved Scenario: 2.5% increase
Strategic Scenario: 3% increase

4.2.3 Interest and Investments

Interest revenue has been calculated as an average of the opening and clesing cash

positions for the year in question and then multiplied by the expected rate of return

on investments,

National Australia Bank has provided interest rate forecasts: for all three scenarios
2.5% is used for financial year 2017, then the Base scenario increases to 3% for

financial year 2018 onwards, the Improved Scenario increases to 3.5% for financial

year 2018 onwards and the Strategic scenario increases to 4%.

Base Scenario: 2.5% increase then 3% for financial year 2018 onwards

f % Port Siechens Counc
g T Firancial Man - 20152

15

PORT STEPHENS COUNCIL

78




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 2

Improved Scenario: 2.5% increase then 3.5% for financial year 2018 onwards
Strategic Scenario: 2.5% increase then 4% for financial year 2018 onwards

4.2.4 Other Revenues

Considering that the Reserve Bank of Australia has a target band of inflation of
between 2% and 3%, the following inflation rates have been used for each Scenario:

Base Scenario: 2% increase
Improved Scenario: 2.5% increase
Strategic Scenario: 3% increase

4.2.5 Grants and Contributions

Considering that the Reserve Bank of Australia has a target band of inflation of
between 2% and 3%, the following inflation rates have been used for each Scenario:

Base Scenario: 2% increase
Improved Scenario: 2.2% increase
Strategic Scenario: 3% increase

An analysis of Council's Grants and Contributions was conducted as part of the
preparation of the Long Term Financial Plan to determine whether or not the grants
were recurrent or of a one-off nature.

Of all operating grants and contributions listed in the Port Stephens Council Financial
Statements, the following breakup was ascertained:

12011 (2012 (2013 2014 2015
$000s  $000s  $000s | $000s | $000s

Financial Assistance Grant | 5,234 6,980 5,666 2,947 6,153
Pensioner Rate Subsidies | 541 559 559 562| 578

RMS Contributions 785 802 855 862 870 |
“Family Day Care | 182 184 176 244 238

Bushfire and Emergency | 1,566 1,329 1,078 860 1,034

Childcare | 280 258 267 216 194
‘Bio banking ' 3520 | ’

Other Grants not dissected 1,973 2,275 1,883 2,590 3,026
 Total Grants 10,561 12,387 14,004 8,281 | 12,093

Table 3- Break up of Grants and Contributions

4.2.6 Grants and Contribution Provided for Capital Purposes

= ..
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Grants and contributions provided for capital purposes have been included in
revenue on the Income Statements in each of the Scenarios in this Plan.
Subsequently, on the Income Statements below where the net operating result for
the year is displayed, grants and contributions provided for capital purposes have
been excluded to give a net operating result before grants and contributions provided
for capital purposes.

4.2.7 Net Gains for the Disposal of Assets

Net gains from the disposal of assets can be challenging to forecast as it can vary
widely from year to year hence a notional gain of $250,000 per year has been used.

Land sales from Tarrant Road were originally budgeted to occur over a two year
period; this was reflected in past iterations of the Long Term Financial Plan. All land
sales from Tarrant Road have occurred in the 2016 financial year hence this iteration
reflects the early realisation of profit.

4.2.8 Employee Costs

In line with the Workforce Strategy 2013-2017 Council's focus will be on continuous
improvement and ensuring sustainability into the future. An increase in employee
costs of 2.8% for financial year 2017 has been applied and an increase of 2.8% for
financial year 2018 onwards has been applied per the Enterprise Agreement 2015.

The Federal government has changed the phasing of the increases in the
superannuation guarantee levy. The impact of this change has been factored into all
three Scenarios of the Long Term Financial Plan; the increase in salary packages
per year has been capped at 2.8% as it is unlikely that increases in base salaries will
continue to be provided as the superannuation guarantee levy percentage increases.

4.2.9 Materials and Contracts

The Local Government Cost Index (LGCI) for the year to September 2015 is 1.78%.
In the Base Scenario the LGCI of 1.78% has been used. In the Improved Scenario,
the LGCI of 1.78% has been used for financial year 2017 and then increased to
1.98% from financial year 2018 onwards in line with the increase in rates in the
Improved Scenario. In the Strategic Scenario an increase of 3.1% is applied; this is
the average LGCI for the past five years.

Base Scenario: 1.78%

Improved Scenario: 1.78% increase then 1.98% for financial year 2018
onwards

Strategic Scenario: 3.10%
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4.2.10 Other Expenses

The Local Government Cost Index (LGCI) for the year to September 2015 is 1.78%.
In the Base Scenario and the Improved Scenario the LGCI of 1.78% has been used.
In the Strategic Scenario 1.78% has been used for financial year 2017 and from
financial year 2018 onwards an increase of 3.1% is applied; this is the average LGCI
for the past five years.

Base Scenario: 1.78%

Improved Scenario: 1.78%

Strategic Scenario: 1.78% increase then 3.10% for financial year 2018
onwards

4.2.11 Asset Renewals & New Assets

Expenditure includes the completion of works listed in the Strategic Asset
Management Plan (Attachment 1). Total planned capital expenditure over the next
10 years is as follows:

Base Scenario: $220 million over 10 years
Improved Scenario: $250 million over 10 years
Strategic Scenario: $275 million over 10 years

4.2.12 Long Term Operating Environment

The long term operating environment over the next 10 years is uncertain. In a worst
case scenario another Glebal Financial Crisis (GFC) may occur. In a GFC the
Council is affected most by the reduction in value of its investments. Council's
investments have already been written down to their fair value which was done in
consultation with the Council's auditors. This is a conservative approach that takes
into consideration the uncertainty of the long term operating environment.

4.2.13 Future Interest Rates

It is uncertain whether future interest rates will be favourable or unfavourable. To
reduce this uncertainty the majority of the Council's loans are on a fixed interest rate
rather than a floating interest rate. Although the fixed interest rates are not fixed for
the whole 10 year period it still provides a certain level of stability in the future
interest expense.

4.2.14 Cash and Cash Equivalents

% g | Firancial Plan - “: '- 18
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Any surplus cash will be invested in line with Council's Investment Policy. These
investments will be limited to short term deposits which are classified as cash
equivalents rather than investments.

4.2.15 Investment Properties

The Office of Local Government has determined that investment properties are to be
valued at fair value in all cases; also, that full revaluations should be done every
three years with a desktop valuation performed each year between the full
revaluations. An annual growth rate of 3% has been used as an estimate in the value
of the investment properties which are predominately located in the Newcastle LGA.

4.2.16 Rates Receivable

The rates receivable amount moves in line with total rating income for each year.

4.2.17 Depreciation

Depreciation moves in line with the increase in total infrastructure, property, plant
and equipment. Total planned capital expenditure over the next 10 years is as
follows:

Base Scenario: $220 million over 10 years
Improved Scenario: $250 million over 10 years
Strategic Scenario: $275 million over 10 years

4.2.18 Provisions

In line with the Workforce Strategy 2013-2017, Council has a commitment to pay
employee entitlements. Included in Provisions is a liability to pay Annual Leave, Long
Service Leave and Sick Leave. It is expected that Annual Leave will be taken within
the year that it is earned however the payments of accrued Long Service and Vested
Sick Leave entitlements have been factored in when the employee reaches the age
of 65.

4.2.19 Unexpected/Abnormal Events

During the next 10 years it is possible that some unexpected or abnormal events
may occur. As these events are unknown they cannot be quantified at this time; as
events of this nature occur and become quantifiable they will be incorporated
annually into the Long Term Financial Plan.

- ...
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In April 2015 a major storm caused extensive damage to the Port Stephens LGA,
and this incurred major clean-up costs. This has resulted in higher than anticipated
costs however this was an unexpected event that could not have been predicted.

4.2.20 Newcastle Airport Partnership

Under the Australian Accounting Standards Port Stephens Council is required to
consolidate and report on its proportionate ownership of Newcastle Airport
Partnership (NAP) which is 50%. The consolidation process requires the net profit to
be included in the income statement and any related transactions eliminated e.g. the

annual dividend.

To calculate Port Stephens Council's underlying result the NAP profit is deducted
and the dividend received from NAP is added back. The consolidated profit from
NAP has been forecasted out to the financial year 2026. The expected dividend to
be received from NAP has been calculated at 50% of the consolidated profit.

4.2.21 Local Government Elections

To cover the cost of local government elections $400,000 has been included in

financial year 2017, 2021 and 2025.

4.2.22 Asset Backlog

As a result of the roads and drains revaluation in 2015, Council's depreciation
models were updated to in order to align more closely with the actual deterioration of
the asset. Council's asset backlog and required maintenance were also re-forecast.

All Scenarios assume that Council's capital and maintenance programs are sufficient
in addressing and reducing the backlog which by 2020 will be less than the required
2% of infrastructure value. Maintenance programs are aimed at achieving 90-100%
of the required asset maintenance each year and that the SAMP favours asset

renewals which are greater than the depreciation expense incurred.
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4.3 Improved Scenario
4.3.1 Introduction

The Improved Scenario of the Long Term Financial Plan shows the financial results
of applying the following assumptions:

» The entire rate peg of 1.8% is applied to rating income for financial
year 2017 and then increased to 2% from financial year 2018 onwards;
o> Aninflation forecast of 2.5% is applied to most sources of income
4.3.2 Financial Results
In the Improved Scenario the underlying operating result is a surplus of $1,000,000

or more for every year of the 10 year Plan except for 2025-2026. This Scenario is
sustainable and has been chosen as the preferred Scenario.

21
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4.3.3 Financial Statements

Improved Scenario — Income Statement

§'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
As at 30 June: 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Revenue
Rates & Annual Charges 52 802 54160 585443 8,752 58,087 50 449 60,838 62255 63,700 65,174
User Fees ang Charges 36364 37273 38205 39,160 40,139 41,143 42171 43225 44,308 45414
Operating Grants and Contributions 126898 13,284 13,576 13,795 14,008 14,408 14,725 15049 15,380 15,719
Capitai Grants and Contnbutions 8617 8,806 9.000 9198 9,400 9607 9819 10,035 10,256 10.481
Interest & Investment Revenue 1.680 1,468 1.494 1.552 1645 1671 1723 1.794 1,720 1670
Other Revenues 5618 5,758 5002 6,050 6,201 6,356 6515 6678 6,845 T.016
Gan on Sale of assets 250 250 250 250 250 250 250 250 250 250
Total Revenue 118,428 121,000 123,870 126,757 129,821 132,884 136,041 139,286 142,465 145,723
Operating Expenses
Employee Benefits & On-Costs 30820 41,196 42 608 44067 45,575 47,132 48,741 50,404 52120 53,604
Borrowing Costs 841 669 520 403 304 230 170 112 92 76
Matenals & Contracts 38882 39252 40,029 40822 42,020 42 462 43303 44 161 45435 45935
Depreciation & Amortsation 14.713 14,964 15.265 15528 15,630 15986 16,307 16,604 17.034 17.443
Other 12,490 12,712 12938 13.169 13,403 13.642 13,885 14,132 14,383 14,639
Total Operating Expenses 106,754 108,754 111,281 113,989 116,542 115,452 122,407 125411 129,064 131,987
Operating Surpius / (Deficit) 11,674 12,208 12,509 12,768 12,878 13,432 13,634 13,875 13,401 13,738
Other Comprehensive income - - - - - - - - - -
Total Comprehensive Income 11,674 12,208 12,609 12,768 12,879 13.432 13,624 13,875 13,401 13,738
Net Operating Result before Capital Grants 3.058 3,400 3,509 3,570 3,478 3,825 3,815 3,840 3,146 3,255
Adjustments for Underlying Result
Gain on Sale of assets (250) 250} (250} {250) {250) (250) (250) (250) (250) (250)
Investment property fair value increases (615) (663) (683} (703) (725) (746) (769) (792) 818) (840)
NAP Profit (2.352) (2473) (2.585) (2.689) (2,787) (2831) (2.971) {3.060) (3.147) (3.234)
NAP amdend 1.176 1,237 1 1344 1,363 1,440 1,466 1.530 1574 1617
Undcerlying resuit 1,017 1,250 1,284 1,272 1110 1388 1,311 1,268 507 £48
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Improved Scenario — Balance Sheet

DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

$000 $000 $'000 $'000 $'000 $1000 §000 $'000 $'000 $'000
As at 30 June: 07 018 2018 2020 0 2002 2023 2024 2025 2026
ASSETS
Current Assets
Cash and Cash Equivalents 165719 17,448 15122 nm 2514 23592 26,041 24180 2482 22008
Irvestments 24.000 24,000 24.000 24 000 24,000 24,000 24,000 24.000 24000 24,000
Receivables 10,226 10472 107122 10.971 11.232 11,500 19,773 12053 12,539 12631
Ireventories 2515 2515 2515 2515 2515 2515 2515 2515 2515 2515
Total Cuent Assots 53,460 54435 56,360 53283 60,261 62,007 64,329 62,748 61,33 61,154
Non Current Assets
Irrvestments 1,228 1,229 1229 1229 1229 1,229 1,229 1229 1229 1,229
Infrastructure. Property, Plant & Equipment 861591 868,627 875,362 881835 891205 900,219 908,912 922308 935 274 947 831
Irvventocies 15,153 15,153 15,153 15153 15,153 15,153 15,153 15,153 15,153 15,153
Irvestment Properties 22,104 22,767 23 450 24 163 24 878 25,624 26,393 27185 78,000 28 B4t
Inaangities 1.601 1,340 1,168 1.049 837 595 500 535 493 454
Total Non Current Assets 901,678 909,116 916,360 923419 933,302 942,920 952207 966,411 980,150 993,518
Totsl Assets 255,138 963,552 972,121 982 582 993,563 1,004 9268 1,016,616 1,029,159 1,041,485 1,054,672
LIABILITIES
Current Liabilites
Trade & Other Payablos 11,337 11,445 11672 11503 12,255 12,381 12,626 12878 13248 13,393
Borrowings 1632 3145 2467 2232 1.569 1,597 1,180 [41] 175 182
Provisions 15661 15,922 16,030 15 588 16,398 16,321 16,254 16,279 16,262 16.257
Total Current Liabisties 30,629 30,512 30,168 WAz 0,242 30,299 30,060 30,043 BEIS 29,833
Non Curromt Lisbilities o
Trade & Other Paysbles 4910 4,364 3819 3273 2728 2,162 1,637 1.091 545 0
Borrowings 13,950 10,805 8338 8,107 4518 2,921 1,741 943 773 591
Provisions 477 492 508 526 542 569 577 595 615 635
Total Non-Current Lisbilities 19,336 15,661 12,665 9504 [ALH 5,662 3,955 2,635 1,934 1,226
Total Linbilitees 49,965 46,173 42,833 40,026 38 029 35,961 34,015 12,683 31,609 31,059
Not Assets 905,173 917,379 929,838 942 556 955,534 960,967 962,600 996,475 1,009,877 1,623,613
EQUITY
Accumiated Surplus 542 747 554,953 567, 462 580230 593,108 606,541 620,174 634,049 647 450 661,186
Asset Revidzaion Ressrves 352426 362,426 362,426 362426 352 426 362,426 362,426 362,426 362,426 362,426
Total Equity 205,173 9“7 929.88 942 65 955.554 960.967 962,600 996,475 1,.009.877 1,023,613
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Improved Scenario - Statement of Cash Flows

$'000 $'000 $'000 $'000 $'000 $000 $'000 $000 $000 $'000

bl 07 a0 019 2020 w2 Mz 02 A2 205 0%
Cash Flows from Operating Activities
Recelpts:
Rates & Annual Charges £2.161 53915 8512 56,504 57825 59181 60,564 61,975 63414 64 882
User Chavges & Fess 35 364 kT2 K] 33205 39,160 40 %38 41143 2.1Mm 43225 44,306 4B414
Interest & Investment Revanue Recaived 1680 1458 1454 1,552 1645 1671 173 1,794 1.72% 1670
Grants & Conlributions 21615 220% 22576 22993 23,459 24016 24,544 25084 25636 26200
Cthvee 5618 5758 5902 6,050 6201 65356 6,515 5678 5845 7016
Payments:
Esrgioyee Bonefits & On-Costs (40,135) (41473} (42,732)  (44042) (45003) (47073) (48693) (50547) (52013} (53919
Materials & Contracts (38,123) (38.814) (39.710)  (40.507) (41837) (42043) (43003) {43885 {45261)  (45535)
Bortowing Costs {841) {669) {520) (403) (304) (230) (170) (112) (92) {76)
Other (136561)  (13436)  (13838) (14435) (13447) (15205) (15266) (15163) {15719} (16200)
Net Cash provided (or used in) Operating Activities 24 688 %111 26,569 26,871 21,7113 27 817 28,39% 29,070 28845 29451
Cash Flows from Investing Activities
Receipts:
Sade of Infrastnucture, Property, Plant & Equipment 250 250 250 250 250 250 250 250 250 250
Paymonts:
Purchaze of Infrastrucure, Preperty. Plant & Equipment (20000)  {22,000)  (22000) (22000)  (25000) (25000)  (25000) (30000)  (30,000)  (30,000)
Net Cash provided (or used in) Investing Activities (19,750)  (21,750)  (21,750)  (21.750)  (24.750) (24,750) (24,750) (29.750)  (29.750)  (29,750)
Cash Flows from Financing Activities
Payments:
Repaymont of Borrowings & Advances {3.767) (3.632) {3.145) (2467) (2.232) {1589) (1.597) (1,180} (793) (175)
Not Cash Flow provided [used in) Financing Activities {3,767) {3,632) {3,145) (2A67) (2.232) {1.589) (1.547) (1,180} (193) (175)
Net increasel(Decrease) in Cash & Cash Equivalents 11711 730 1675 2,654 737 1478 2,049 (1,860) (1,658) (474)
plus: Cash - beginning of year _ 15547 16719 7448 19123 20777 22514 23992 26041 24180 22482
Cash - end of the year 16,719 17,448 19,123 20,717 22514 23,992 26,041 24,180 22402 22,008
phss: Investments - end of the year 25229 25229 25224 25,229 25,229 25229 25,229 25229 25229 25229
Total Cash & investmonts - end of the year 41,948 2617 44,352 47,006 41,743 4921 51,270 49,409 4. AT 237
Loss resiricted Cash (NAL) (10.720)  (10.607)  (19.846)  (13033)  (14156) (15195}  (16,140) (16974 (17682}  (18.248)
Cash, Cash Equivadents & Investiments - end of the yoar (unrestricted) Nz Jen 32,506 3381 33,588 3,026 35,130 32435 30,029 28,989
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Fit for the Future
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* The Assel Backlog has only been calculated out 1o 2020 where it is assumed maintenance programs will ensure the backlog remains under the required %
** Although the target for asset maintenance is 100% of the required mamtenance, Port Stephens Council sets a benchmark of 95% because spending more
than this is considered an mefficient use of resources

*** The base year for the purpose of the discounting the opex per capita is 2017
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Underlying Surplus
for FYE 2017 to FYE 2026
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Own Source Revenue Ratio
for FYE 2017 to FYE 2026
80%

75%

N
b

Percentage (%)
o
o
£

60%
55%
50%
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Plan Year
Own Souce Revenue Own Source Revenue Min Target
Figure 5: Improved Sconarit Own Source Operating Revenue Rati
Debt Service Coverage Ratio
for FYE 2017 to FYE 2026
80
70
80
50
o
= 40
o
30
20
10
0
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Plan Year
Debt Service Coverage ratio Min Target Debt Service Coverage ratio

Figure &: Improveo Scenayic

27

PORT STEPHENS COUNCIL 90




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 2 DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

Cash Expense Cover Ratio
for FYE 2017 to FYE 2026
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5. Long Term Borrowing Strategies
The areas covered by this section are:

. Background to Council’s current debt portfolio;
. Future loan strategies.

5.1 Background to Council’s Current Debt Portfolio

The table below outlines Council’s position in respect of all interest bearing liabilities
and the break down between loan borrowings and other long term debt during the
past six financial years.

30 June 30 June 30 June 30June 30 June 30 June

Debt Type 2010 2011 2012 2013 2014 2015
$°000 $'000 $'000 $°000 $°000 $'000

Loan 47,535 35687 30716 26,319 20497 16,768

borrowings

Other long 2,996 2,805 2173 1472 6,548 6,365

term debt

Total 50,531 38,792 32,889 27,791 27,045 23,133

Tablo 4: Current Debt Portfolio

Council has been successful in receiving loan funds at a subsidised interest rate as
part of the State government Local Infrastructure Renewal Scheme (LIRS). The
initial application was to provide an additional $1 million for an extensive road
resealing/rehabilitation program designed to improve the condition of the overall road
network. The second application was to provide $2 million for the rehabilitation and
re-sheeting of assets.

As part of the first round of applications, Council was required to be independently
reviewed to determine the financial sustainability of the organisation. This review
was conducted by NSW Treasury Corporation which concluded that Council is
financially sustainable and could afford more debt in the short term to fund asset

renewal.

This review also complimented an independent internal audit that was conducted to
review the short/medium and long term financial sustainability of the organisation.
This audit, while concluding that the annual spend on asset renewal was not
currently optimal, showed the potential for significant positive cash movements in the

short/medium and long term.

A summary of the LIRS loans are shown below:
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Round One $1,000,000 borrowed in April 2013
Round Two $2,000,000 borrowed in April 2014

At a Council meeting held on 8 December 2015 it was resolved to borrow $2.367
million to fund Ferodale Sports Complex — stage one implementation. The proposed
building design is based on it being a multi-purpose community facility similar to what
Council provides in many other areas acress the local government area. The propesal
expands the opportunity for organised sporting events as well as informal community
interaction at a range of levels. This loan will be taken out either during financial year

2018 or financial year 2017.

The cost of borrowing has been decreasing over recent years making the present time a
favourable time to borrow. Council's fixed weighted average interest rate decreased from

3.78% at 30 June 2014 to 3.62% at 30 June 2015.
5.2 Future Loan Strategies

5.2.1 What is Council's philosophy on debt?

Many NSW councils are debt averse and view the achievement of a low level of debt
or even debt free status as a primary goal. Others see the use of loan funding as
being a critical component of the funding mix to deliver much needed infrastructure

to the community.

The use of loans to fund capital expenditure can be an effective mechanism to link
the payment for the asset (via debt redemption payments) to the successive
councils' populations who receive benefits over the life of that asset. This matching

concept is frequently referred to as 'inter-generational equity'.

Histarically, Council’s policy regarding the use of loan funding has been that loan
funding is only available where the proposed expenditure will result in a future
revenue stream that will fund the loan repayments. As a result, the majority of
Council's existing debt portfolio relates to its commercially focused activities, being
the Holiday Parks, the then named Samurai Beach Resort, Newcastle Airport and
the Commercial Property portfolio. This Long Term Financial Plan advocates an

expansion of the existing policy’s scope.

5.2.2 Measuring what level of debt is appropriate

The 20086 Allen Inquiry into the Financial Sustainability of NSW Local Government
gave significant consideration to the role of borrowings as a funding option for NSW
councils. The Allen Inquiry's suggestion of using debt has been used by Council

however it is not Council's strategy to use excessive levels of debt.

8
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6. Long Term Restricted Asset Usage Strategies

Councils in NSW have traditionally operated with Restricted Asset funds that are
amounts of money set aside for specific purposes in later years. In general these
funds do not have bank accounts of their own but are a theoretical split up of the
accumulated cash surplus that a council has on hand.

Background

Local Government will continue into the foreseeable future to be challenged by a
tightening cash position through increasing demands for cash for daily operations,
restricted rate income levels, increasing demands for expenditure on new
infrastructure and the maintenance and rehabilitation of existing infrastructure. Port
Stephens Council is certainly subject to these same pressures, exacerbated by high
growth in population and development activity, significant environmental
responsibilities and an added responsibility as a quality tourist destination.

A strategic financial response to these pressures is necessary for Port Stephens
Council to remain a sustainable community leader.

Objective

Council will from time to time decide, or be required by legislation, to set aside funds
for specific purposes for which clear guidelines are set to ensure Council's Cash
Position and investment Portfolio are adequate and managed responsibly.

Principles

1) Council is the custodian of financial and built assets on behalf of the Port
Stephens community.

2) Council provides works, services and facilities to the community through
limited financial means.

3) Council is required to operate within the framework and supporting guidelines
of:
o Local Government Act (NSW) 1993
* Local Government Code of Accounting Practice and Financial Reporting
¢ Local Government Asset Accounting Manual
* Australian Accounting Standards

4) A strategic financial plan and associated policies are required to support
Council's service delivery and asset management strategies, ensuring long
term financial viability.
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Policy Statement

* Council will set aside funds as required from time to time by specific
legislation. These funds will be managed and accounted for so as to comply
with the relevant legislation.

* Council will also from time to time set aside additional funds for Council's
specific purposes.

* Restricted Funds will be reported in the Annual Financial Statements and
reviewed annually against the specified requirements of each fund.

* Restricted Funds will be reviewed at least quarterly against the Annual Budget
by the Section Manager accountable for that fund.

« Each specific fund shall be approved by Council and must be supported by a
statement which outlines the following:

o Purpose of Restricted Funds

o Source of funds

o The apportionment of interest earned on cash held for that fund

> A specific statement including targets, sinking funds, timeframes for
accumulation and expenditure of funds

o Accountability for the collection, management and expenditure of that
fund

o Relevant legislation or Council Minute supporting the creation of the
fund.

« Creation of all restricted funds shall be in accordance with this policy.

« Expenditure of Restricted Funds shall be in strict accordance with the
approved Budget, and expenditure shall not exceed funds available without
specific Council Resolution.

« Budgeting for the expenditure of profits from land development activities will
only occur after the physical receipt of sale proceeds by Council.

« All Restricted Funds are to be 100% cash backed.
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Related Council Policies

« Cash Investment Policy

* Property Investment Policy

« Beach Vehicles Policy

* Community Groups Loans Policy

Review Date

Review of this policy will be undertaken 12 months after the date of its adoption by
Council. Should amendments to the relevant legislation occur within that 12 month
period, review will take place as near as possible to the commencement of such
amendments.

Relevant Legislative Provisions

« Local Government Act (NSW) 1993

* Code of Accounting Practice and Financial Reporting

« Environmental Planning and Assessment Act (NSW) 1979

« Crown Lands Act (NSW) 1988

* Department of Lands — Crown Lands Caravan Park Policy (April 1990)

Implementation Responsibility

Financial Services Section

Definitions

Externally Restricted Funds refers to those funds which have an external
restriction, whether by statute or otherwise, which governs the management of
money held within the fund.

Internally Restricted Funds refers to those funds which Council has adopted to set
up, to hold monies for specific purposes. The operation of such funds is purely
governed by Council.

Internal Loans refers to those monies transferred within Council to cover identified
projects, where the money is to be repaid to the restricted fund from a specified

source, Internal Loans are subject to specific Council approval.

The following section outlines what restricted assets Council currentiy holds, their
purpose and recommendations for their future.
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6.1 Nature and Purpose of Current Restricted Assets

The more material current restricted asset funds held by Port Stephens Council are:

« Deposits, Retentions and Bonds

« Bonds held for Developers' Works

e Section 94/94a Developer Contributions
* Specific Purpose Unexpended Grants
« Domestic Waste Management

e Crown Holiday Parks

o Carparking Meters Crown Lands

* Employee Leave Entitlements

« Capital Asset Reserve

* Drainage reserve

o Election Reserve

« |T Reserve

« Newcastle Airport Partnership

* Section 355¢c Committees

« Unexpended loan funds

6.1.1 Deposits, Retentions and Bonds

Purpose: An external restriction is placed on deposits, retentions and

bonds held by Council.

Source of Funds; | Any person or company that has paid a deposit, retention monies

or bond to Council.

6.1.2 Bonds held for Developer's Works

Purpose: | An external restriction is placed on bonds held by Council.
' Source of Funds: | Any developer that has paid a bond to Council.
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6.1.3 Section 94/94a Developer Contributions

' Purpose: | Section 94 of the Environmental Planning & Assessment Act
1979 enables Council to levy contributions as a consequence of
development. These contributions are essential in providing
quality facilities and services to an expanding local population.
The Act requires Council to set these funds aside to be used
specifically for the provision of these facilities and services,

Source of Funds: | Developer Contributions as levied in accordance with Council's

adopted Section 94 Plan.

6.1.4 Specific Purpose Unexpended Grants

Purpose: An external restriction is placed on grant funding that has been
received for a specific purpose that has not been spent by the

end of the financial year.

Source of Funds: | Grant funding that is for a specific purpose is provided to Council

from various sources.

6.1.5 Domestic Waste Management

Purpose: | By virtue of Section 496 of the Local Government Act 1993 (as
amended), Council must levy a separate charge for domestic
waste management services, which include garbage and
recycling services. Under the legislation Council cannot finance
these services from ordinary rates so the charge must be
sufficient to recover reasonable costs of providing these
services, Council is obliged to set these funds aside and use

them for their specific purpose.

Source of Funds: | Domestic Waste Services & Management Levy.

6.1.6 Crown Holiday Parks

Purpose: Net profits from Holiday Parks on Crown Land are retained for
reinvestment back into Holiday Parks on Crown Land.

Source of Funds: | Surplus from the Holiday Parks on Crown Land.

6.1.7 Carparking Meters Crown Lands

Purpose: | This restricted asset is to set aside funds which are collected
from parking meters situated on Crown Land which is required to

be reinvested into that area.

' Source of Funds: | Revenue collected from parking meters on Crown Land.

Y
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6.1.8 Employee Leave Entitlements

Purpose: | To provide funds for employee leave entitlements which have
| been accrued but not yet paid.
‘ Source of Funds: | General revenue.

6.1.9 Capital Asset Reserve

"Purpose: | This restricted asset is to set aside funds for major capital works
projects.
Source of Funds: ‘_fVarious sources.

6.1.10 Drainage Reserve

Purpose: “ This restricted asset is to set aside funds to fund drainage works.
' Source of Funds: | Various sources.

6.1.11 Election Reserve

"Purpose: | To provide funds for the Local Government Elections which are
conducted every four years.
"Source of Funds: | Funds provided annually from general revenue.

6.1.121T Reserve

"Purpose: This restricted asset is to fund the information technology needs |
| of Council.

Source of Funds: | General revenue.

6.1.13 Newcastle Airport Partnership

Purpose: | To set aside Council's share of Newcastle Airport Partnership’s
cash, cash equivalents and investments.
Source of Funds: | Newcastle Airport Partnership.

o
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6.1.14 Section 355¢c Committees

Purpose: | Section 355(c) of the Local Government Act, 1993 allows Council
to delegate certain functions. A section 355(c) Committee is an
entity of Port Stephens Council and as such is subject to the
same |egislation, accountability and probity requirements as
Council. Funds are set aside for Section 355(c) purposes.

“Source of Funds: | Various sources.

6.1.15 Unexpended Loan Funds

" Purpose: | To restrict the use of cash which has been borrowed externally
for a specific purpose but not yet spent.

' Source of Funds: | Funds borrowed from banks.
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7. Rating and Annual Charge Strategies

7.1 Assessment of Current Rating Levels
Companison of Rates with other counciis

Comparison of rating between councils is affected by the rating and charging
strategies they have each adopted. Some councils rely solely on the ordinary rate for
rate income while others levy special rates and annual charges for specific purposes
that supplement ordinary rate income,

Income from ordinary rates, special rates and drainage services are subject to State
government rate pegging while domestic waste management service annual charges
are limited to recovering the reasonable cost of providing those services.

Councils may choose a mix of ordinary and special rates and vary those from year to
year, however the annual increase in total rate income from all rates is not to exceed
the percentage specified by IPART each year.

The NSW Office of Local Government (OLG) publishes annual comparative
information on council rating, financial indicators, service costs and service
performance. The information is separated into 11 groups of similar councils based
on size and character. Port Stephens Council is placed within OLG category 4.
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7.2 Rates and Annual Charges Income

7.2.1 Special Rates

Council currently has no special rates. Council has had experience with two special
rates, the Nelson Bay Town Improvement Special Rate and the Nelson Bay Town
Improvement Promotion Special Rates A and B. Approval for both of those variations

have either expired or been discontinued.

At this time Council does not have any intention to seek approval to levy any other

special rates.

7.2.2 Rate Pegging and Special Variation

Councils are subject to rate pegging in New South Wales restricting total rate income
to the prior year's notional income plus a percentage increase as allowed by
Independent Pricing and Regulatory Tribunal (IPART). This has been factored into

this Plan: refer to Financial Assumptions.

Council has had a number of historical special variations to its notional general
income. With the exception of part of one of these, all of the income from these
special variations has been tied to providing additional works or services. Two of the
special variations were for a fixed term requiring a reduction to Council's notional

general income when the approval expired.

In 2006-2007 Council was granted a special variation to its rate income of 9.96% to
fund road rehabilitation, environmental protection programs and to move towards
achieving long term financial sustainability. Council was granted another special
variation to its rate income in 2008-2009 to increase business rates to fund its

Economic Development Plan.

Council applied for a special variation to its rate income for the four years
commencing 2010-2011 to implement asset and infrastructure maintenance and
renewal as identified in Council’s asset management plans. The application was not

successful.

No special variation has been factored into this Plan. Due to Sustainability Reviews,
current operating and satisfaction levels and sound financial management practices,
modelling suggests no special rate variation is warranted. This is a conservative
approach and if at some point in the future it becomes likely that the Council is
required to apply for a special variation then future iterations of this Plan will be

amended to reflect that change.

8
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7.3 Future Rating and Annual Charge Options
7.3.1 Ordinary Rates

In order to assess the adequacy of rate income to fund Council activities into the
future it is necessary to estimate future rate income. This has been performed in all
three Scenarios in this Plan. It is at Council's discretion whether the full rate peg is
applied.

7.3.2 Annual Charges
Stormwater Management Services Annual Charges

The maximum amount of individual annual charges for stormwater management
services is regulated. Clause 125A of the Local Government (General) Regulation
prevents Council from levying a stormwater management services annual charge as
it obtained a special variation to its general rate income in 1997-1998 for the
provision of stormwater management services. Council received a permanent
3.065061% increase to its ordinary rate income in 1997-1998 for stormwater
management services. The maximum amount that could potentially be raised under
the statutory formula, should Council be eligible to do so, has been calculated and is
less than the amount raised by the enduring special variation to general income.
Council has not identified any other new sources of general income that are a viable
alternative to ordinary rate income.
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Appendices

Appendix 1: Base Scenario
1.1 Introduction

The Base Scenario of the Long Term Financial Plan shows the financial results of
applying the following assumptions:

» The entire rate peg of 1.8% is applied to rating income
o An inflation forecast of 2% is applied to most sources of income

1.2 Financial Results
In the Base Scenario the underlying result deteriorates each year of the Plan and a
large deficit of almost $2,000,000 is reached by financial year 2026. Although the

entire rate peg has been applied this Scenario is not financially sustainable and has
not been selected as the preferred Scenario.

41
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1.3 Financial Statements
Base Scenario - Income Statement

$000 $'000 $000 $'000 s'o00 $000 $'000 $'000 $000 $'000

As at 30 June: 2017 2018 2019 2020 2021 2022 2023 2024 2028 2026
Revenue
Rates & Annual Charges 52 905 54057 55230 56424 57,640 58 677 60,137 61,420 62,725 64,054
User Fees and Charges 6213 35,937 7676 38 430 39,198 29,982 40782 41,597 42420 43278
Operating Grants and Contributions 12977 13237 13,501 13691 13,965 14,244 14,529 14820 15116 15419
Capiai Grants and Conltributions 8 608 8,780 8955 9135 9317 9,504 9694 9,888 10,085 10,287
interest & nvestment Revenue 1674 1,133 1,130 1.447 1,181 1.237 1.305 1375 1.468 1.558
Other Revenues 5593 5705 5819 5936 6054 6,175 5299 6,425 6,553 6685
Gain on Sale of assets 250 250 250 250 250 250 250 250 250 250
Total Revenue 118,219 120099 122563 125012 127806 130,270 132996 135775 138,627 141530
Operating Expenses
Empiloyee Benefits & On-Costs 30829 41,196 42608 44 067 45575 47,187 48 911 50,578 52,300 54079
Borrowing Costs 841 660 520 403 304 230 170 112 9% 7%
Materials & Contracts 38876 39,170 30,667 40577 41,600 42,041 42780 43551 44726 45122
Depreciation & Amortisation 14713 15088 15,383 15642 15,741 16,002 16232 16,429 16,630 16,808
Other 12,490 12,712 12,938 13.169 13,403 13,642 13885 14132 14,383 14630
Total Operating Expenses 106,749 108,833 111,317 113,859 116722 119,102 121,987 124812 128101 130.724
Operating Surplus / (Deficit) 11,470 11,265 11,246 11,153 10,884 11,169 11,008 10,963 10,498 10,807
Omer Comgrehensve income - - - - -
Total Comprehensive Income 11,470 11,268 11,245 11,153 10,884 11,169 11,008 10,963 10,498 10,807
Net Operating Result before Capital Grants 2,862 2,486 2,290 2,018 1,567 1,665 1,318 1,076 411 520
Adjustments for Underlying Result
Gamn on Sale of assets (250) (250) (250) (250) {250) (250) (250) {250) {250) (250)
Invesimen! property fair value increases (612) (663) (683) (703) {725) (748) (T69) (792) (B16) (840)
NAP Prost [2291) (2.350) (2.306) {2.432) (2.458) (2.479) (2492) {2.501) (2.504) (2.503)
NAP divigdend 1,145 1175 1.198 1.216 1,230 1,240 1.246 1.250 1,252 1.252
Underlying resuit 855 397 159 (151) (637) (671) {950) (1,216) (1,907) (1.822)
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Base Scenario — Balance Sheet

$000 $000 $000 $'000 $000 $000 $000 $°000 $'000 $'000
As a1 30 June: 017 w8 2019 2020 201 w22 2073 2024 2025 2026
ASSETS
Current Assats
Cash and Cash Equivalents 12530 12,969 14,154 16,018 18,260 23695 26.701 30676
Invastiments 24,000 24,000 24,000 24,000 24,000 24,000 24,000 24,000
Recaivabies 10,209 10,641 10,855 11,080 11.310 11,784 12027 12,275
Inventories 2515 _ 2515 _2515 _2515 2515 _ 2515 2515 2515
Total Current Assets 49,25 50,145 51523 S3E13 56,085 _ 61,99 65243 69466
Non-Current Assets
Investments 1229 1,229 1228 1229 1229 1.229 1,229 1229 1229 1.229
Infrastructure, Froperty, Plant & Equipenent 855 591 872505 819,122 885 480 891,739 891,737 903,505 909,065 914436 919629
Inventores 15,153 15,153 15,153 15153 15,153 15,153 15,153 15,153 15153 15,153
Investmont Properties 22.104 22167 23,450 24,153 2878 25624 26,393 21185 28,000 28 841
Intangties 1.601 1.340 1,166 1.049 a3r 695 600 536 493 454
Total Non.Curront Assets 05678 912,994 920,120 027064 9038 40438 946880 953,169 959312 965315
Total Assets _ 95483 962,383 970,265 are se7 ST A48 996,523 1,005559  1,015163 1024565 1,034,782
LIABILITIES
Current Liabilities
Trade & Other Payables 11,33 11,421 11,624 11831 12,158 12,258 12,476 12,658 13.041 13.157
Bomeadngs 3632 3,145 2467 223 1589 1597 1,180 ™ 175 182
Provisions 15 661 15922 16,030 15,988 16,338 16,321 16,254 16,375 16.252 16,257
Total Current Linbilities 30,628 30,488 30,121 30,051 30,145 30,176 29,911 29,871 29,468 29,596
Non-Current Linbilitios
Trade & Other Payables 4910 4364 1819 3275 2728 2182 1,637 1,091 545 0
Borrowings 13,950 10,805 8338 6,107 4518 240 1,741 Y 73 599
Provisions 417 432 508 525 542 559 517 556 615 635
Total Non Current Liabillties 19,336 15,661 12,665 9,904 7,787 5,662 3,955 2,635 1,934 1,226
Total Liabilities 49,964 46,149 42,106 19,95 e 35830 33,866 32,506 11402 30,822
Net Assets 904,968 916,234 927419 938613 949,517 960,605 971,694 982,657 993,153 1,003,960
EQUITY
Acasmiated Suplus 542542 553 808 565,063 576207 587 091 598,259 609 268 620,231 630727 641534
Asset Revahsation Reserves 52425 362 426 362,426 162 426 52 426 352426 362,426 362,426 162 426 %2 426
Total Equity 504,968 916.234 921.479 938533 49517 960,685 971.694 982,657 593.153  1,003.960
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Base Scenario — Statement of Cash Flows

$'000 $'000 $'000 $'o00 $'000 o000 $'o00 $000 $000 $'000

As at 30 Jume: 07 2018 2019 2020 n w22 2023 2024 2025 2026
Cash Flows from Operating Activities
Recelpts:
Rates & Annwal Charges 52181 51843 55012 56,210 5744 58 647 £9,903 61,181 62 482 63 806
User Charges & Fees 213 36 537 37676 38,430 39,198 39982 40,782 41597 42429 43278
Intorest & Investment Rovenue Recelved 1674 1133 113 1947 181 1237 1,306 1,375 1468 1558
Grants & Contributions 21585 22018 22 457 22 826 23282 23748 24223 24708 25202 25706
Other 55493 5705 5819 5936 6,054 6175 6,299 6425 6553 6.635
Payments:
Employee Benefits & On-Costs (40135)  (41.473)  (42.732) (44042) (46003) (47128) (48.863) {507Z2) (52192) (54.104)
Materials & Contracts (38.117)  {38709) (39525) (40.23B) (41481) (41595} (42462) (43228) (44524) (44.692)
Bosrowing Costs (841) {669) (520) (403) (304) (230) (170) (112) 92} {76)
Cther (13654)  (13482) (13884) (14484) (13497) (15267) (15309) {15219) (15777) (16,260)
Net Cash provided (or used in) Operating Activities 24499 25,302 25434 25,381 25,846 25,561 25,706 26,006 25,549 25900
Cash Flows from Investing Activities
Receipts:
Safe of Infastructure, Property, Plant & Equipment 250 250 250 250 250 250 250 250 250 250
Payments:
Purchase of Inkastructure, Property. Plant & Equipment (22,000)  (22,000)  (22000) (22,000)  (22000) (22000) {22000) (22000)  (22000)  (22,000)
Net Cash provided (or used in) Investing Activities (21750)  21,750)  (21,750)  (21,750) (21750}  {21,750)  (21,750) (21,750)  (21,750) (21,750
Cash Flows from Financing Activities
Payments:
Repayment of Borrowings & Advances (.767)  (3632)  {3145)  (2467)  (2232)  (1589)  (1587)  (1,180) {733) {175)
Net Cash Flow provided (used in) Financing Activities {3,767) {3,632) {3,145) (2.467) (2.232) (1,589) {1,597) (1,180} (793) (175)
Net increasel(Decrease) in Cash & Cash Equivalents {1,017) {80) 539 1,165 1,864 2,242 2,360 3,076 3,006 3,975
plus: Cash - beginning of year 13 547 12530 12 450 12,989 14,154 16,018 18,260 20619 23 695 26.701
Cash - end of the year 12.530 12,450 12,589 14,154 16,018 18,260 20,619 23,695 26,701 30676
phas. Iivestments - end of the yeur 25229 25229 26229 25,229 25 225 25229 25229 25.229 25229 256229
Total Cash & Investmonts - ond of the year 37,759 37,679 38218 39,383 41,247 43489 45,843 48,924 51,930 55,905
Lesa restrcted Cash (NAL) (10722) _(10576) (19.754) (12B47) (13840) (14717) (15461) (160%6) (16485) (16.728)
Cash, Cash Equivalents & Investmonts - end of the year (unrestricted) 27,036 27,103 25 464 26,535 27 407 28,772 30,387 32,868 35445 39177
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Fit for the Future
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Note:

* The Asset Backlog has only been calculated out 1o 2020 where it 1s assumed maintenance programs will ensure the backiog remains under the required %
“* Although the target for asset maintenance is 100% of the required mamtenance, Port Stephens Council sets a benchmark of 95% because spending more
than this is considerad an inethicient use of resources

** The base year for the purpose of the discounting the operating expendiure per capita s 2017
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Underlying Surplus
for FYE 2017 to FYE 2026
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Own Source Revenue Ratio
for FYE 2017 to FYE 2026
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Cash Expense Cover Ratio
for FYE 2017 to FYE 2026
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Appendix 2: Strategic Scenario

2.1 Introduction

The Strategic Scenario of the Long Term Financial Plan shows the financial results

of applying the following assumptions:

» The entire rate peg of 1.8% is applied to rating income for financial

year 2017 then an increase of 2.9% is applied to rating income, this is

the average rate peg for the past five years

o An inflation forecast of 3% is applied to most sources of income

2.2 Financial Results

In the Strategic Scenario the underlying operating result is a surplus of $1,000,000 or

more for most years of the 10 year plan. This Scenario is sustainable but has not

been chosen as the preferred Scenario as it contains some assumptions which are

quite optimistic.

49
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2.3 Financial Statements
Strategic Scenario —- Income Statement
$'000 $000 $000 $000 $'000 $'000 S000 $'000 $000 $000
Az at 30 Jume: 017 2008 2019 2020 021 2022 2023 2024 2025 2024
Revenue
Rates & Annual Charges 52889 854,623 S6.407 58,243 60,132 62075 44,076 6,124 48,252 70.431
User Fees and Charges 36,515 37410 B2 39,901 41098 42,331 43,501 44909 46,256 47 434
Operating Geants and ContribuSions 13,081 153473 13877 14213 14.640 15,079 15,531 15997 16477 16972
Capital Granls ond Contritbulions 8,453 8913 9,180 9456 97w 10,081 10332 10,642 10,962 1129
ntarait & Investmant Revenue 1.686 1.287 1,212 1.181 1,198 1,265 1,184 1,134 L2 1.158
Other Revenues 5,642 5812 5,984 6,166 46331 4,541 6737 6,939 7148 7382
Gain on Sale of anets 250 25 250 250 250 250 250 250 250 250
Total Revenve MNE7I7 121,968 12545 129407 133408 137577 141712 144008 150477 155107
Operating Expenses
Empioyee BEenefits & On-Coats 39 829 41,196 42,608 44067 45575 47132 48741 §2,120 S38%4
Borrowing Costs 8s) 669 520 403 304 2% 170 @2 76
Moterdal & Confracts 38,907 30713 40,945 42214 43922 44832 46.275 49,589 50726
Depreciction & Amortsction 14713 15.26% 15.652 15995 16,174 16,513 16971 17,805 18.192
Other 12504 12892 1329 12,704 14128 14,566 185018 15,963 16438
Total Cperating Expenses 106,793 109740 113,017 114383 120104 123324 127976 131,108 135570  139.346
Opevating Surpius / (Deliclt) 11,923 12228 12,634 13,027 13,304 14,251 14,534 14895 14,904 15761
Other Comgrehensive income - - - - - - - - -
Total Comprehensive income 11,923 12,228 12,438 13,027 13,504 14,251 14,534 14,895 14,9046 15,76}
Net Cporafing Result belore Copital Granks 3,270 3315 3,454 3.571 3,565 4,220 4,203 4252 3,945 447
Adjusiments for Underiying Result
Gain on Sale of auets (2504 §250) {250) 12509 {2504 250) {2501 {2504 (250
nvestment property foir value increases {418} (663) {683} (703 {746} (769) (7%21 814} (B40)
NAP ProSt i2.412) {2,587} {2775} {2.949) (3.2924 [3.464) {3.639] (3.816} i{3.998)
NAP chvidlend 1,206 1,298 1,387 1.474 1,646 1.732 1819 1.508 1.99%
Underlying resul 1196 1,104 1,133 1,143 1,578 14852 1,391 o 1,382
- S erhy
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DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

£000 $000 S000 $000 5000 §000 $000 §000 $'000 5000
2017 2018 2019 2020 2021 2022 2023 2024 2028 2026
ASSETS
Cument Assels
Caushs amd Couls Equivalents 6953 5060 4293 4732 6495 4380 3,046 3077 3723 6,094
lnvestavensts 24,000 24,000 24,000 24 000 24 24,000 24,000 24,000 24,000 24,000
Recerables 10.248 10,571 10,002 11236 11,587 11,240 12,321 12.704 13.009 13.505
Investories 2515 2.515 2,518 2.515 2.515 2515 2515 2515 2515 2515
Total Curent Assets e 42,146 41,716 42,483 44,597 42,843 41,892 42,296 43336 46,114
Non Cwrent Avees
nvestmects 1.220 1,220 1,229 129 1.229 1229 1,229 1229 1209 1.220
Iefiastractwe, Propesty, Maot & Equpmect £71,591 §81,322 260,670 250675 SO 02 9219088 935,017 047,617 950 811 971,620
Investones 15.153 15,153 15,153 15.153 15153 15,153 15.153 15,1538 15153 15,153
Investmect Properves 22,104 22,767 23,450 24,153 24878 25624 26,363 27,185 2% 000 28 841
Intmnglbles —1001 1,340 1,166 1049 837 685 800 _ 336 _493 $04
Total Noo Current Aotz 911,678 921,811 931,668 941,260 950,599 961,690 978,392 991,720 1,004,687 1,017,307
Total Assess 9££.304 963,957 973,384 983,743 99%.195 1,007,533 1,020,264 1,034,018 1,048,023 1,063,420
LIABILITEES
Cumrent Linhilties
Trndhe & Ocher Payables 11,038 12308 13087 13,403 13,911 14459
Bowowisgs 2467 2232 1,597 1,180 7o% 175
Pyorisions 16.630 15 988 16,321 16379 16252
Total Current Liablities 30,435 30,528 31,005 30927 31,084 30,586
Non Cuwrent Lablities
Tcade & Ocher Payables $910 4504 3819 32T 2ms 2,182 1,637 1.091 S5 0
Bowowings 13950 10,805 $33s 6,107 4518 2921 1,741 ug 773 so1
Pronsons __am _ae _So% 525 _sa _55¢ 57 556 615 685
Total Non Cusrent LinbilSes 19136 15,661 12,665 9,904 7,787 5,662 3,035 2,635 1,226
Towl linbiites - AL 46307 43,100 40,432 _3s.581 36,667 34,882 13,718 LR 32456
Net Assers 908,422 917,650 930,284 943311 956,615 970,566 985,402 1,000,397 1,01 1,030,964
QUIY
Accumaimed Swopias 542006 555224 567,858 530 585 594,189 608 440 622976 637871 652,777 668,538
Awet Revauntion Reserves 352426 362.426 362424 362426 362 426 362,426 362426 362426 162426
Tetal Squlty 905431 917650 930384 943311 956615 970866 995402 1000397 1015203 1000964

A
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Strategic Scenario - Statement of Cash Flows

$000 §'000 §'000 §000 So00 So00 §000 §000 so00 000
As at 30 June: 017 2018 2019 2020 2021 2022 2023 2024 025 2026
Cash Flows tom Operatng Actvities
Receipes
Rates & Avounl Chaget 32,126 54301 36,075 37,909 19780 61714 63703 65,751 67,857 70,023
User Changes & Foes 36515 37610 38,739 39901 41098 42331 43601 43909 46256 47,644
Intetont & mvestmient Revesue Recaved 1686 1287 1212 1181 1198 1269 1,184 1,131 1,152 1,158
Crants & Contribahons 21734 12386 25,057 13650 43 s 25864 64630 27439 28262
Onlse: 1642 3812 5,986 6166 6351 6,541 6737 6939 7148 7362
Paymeonts:
Emploves Beuefts & On-Conts (40,135)  (41473)  (42732) (#4042) (46003) (47.073) (48,693) (S0547)  (52013) (53.919)
Materink & Contincts (3R.155)  (39403) (40758) (42038) (43875) (44619) (46.136) (47.583) (40.591) (S0.512)
Bowoxing Costs (s41) (669) (520) (403) (304) (230) 703 n ® (76}
Orther Q365 (13361)  (13926)  (14492)  (13880) (16,068) (16,178)  (16947) (17.647)_
Net Cash provided (or used in) Operating Activifles 24922 26,189 27,133 27650 28,744 30023 30,950 31,189
Cash Flows fom Investing Activides
Recepes:
Sale of [ofiastmactive. Propesty, Plast & Equpment 250 250 250 250 250 250 250 250 250 250
Fayvmenss:
Purchase of Infastroctuee. Propesty, Plant & Equpment (25.000) (25.000) (25.000)  (25.000) (25.000)  (30.000) (30.000) (30.000) (30,000)  (30.000)
Net Cash provided (or used in) Inv esting Activites (24,750) (24,750) (24.750) (24.750) (24,750) (29.950) (29.950) (29,750) (29,750) (29.7¢
Cash Nows fom financing Actvides
Faymens:
Repayment of Bowowings & Advances i . (3145) (2467 (158)  (L367)  (L180)  (793)
Net Cash Flow peovided (used in) Financing Activides (3,632) (3,145)  (2,467) (1,589)  (1,597)  (1,180) (793)
Netinaeme/(Decreare) in Cash & Cash Equivalents (1.592) (762) 434 (2,11%) (1,324 20 646
plus Cash - beginning of vear 6.95% 5.080 4298 6,465 4,380 3050 3077
Cash - end of he yeur 5,060 4,29% 4,732 4380 3,050 3077 3,723
phur lovestments - eod of the year g 25229 253 25229 252290 25229 25320 )
Total Cash & Investments - end of the vear 32,1 30289 29,527 29,961 29,609 28,285 18,300 18 952 31,323
Lews restiicred Cashi (NAL) (10.710)  (10637)  (11938) (13.221)  (14472) (15.679) (16830} (17.5611)  (18908) (19,308}
Caaly, Cash Equivalents & Investments - end of the yeas (usesicted) 21,471 19,652 17,589 16,740 172852 13,930 11,455 10,395 10,043 11,515
i ﬁ " b
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* The Asset Backlog has only been calculated out 1o 2020 where it is assumed maintenance programs will ensure the backiog remains under the required %
** Although the target for asset maintenance 1s 100% of the required mamtenance, Port Stephens Council sets a benchmark of 95% because spending more

than this is considerad an methcient use of resources

“** The base year for the purpose of the discounting the opex per capita is 2017
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Underlying Surplus
for FYE 2017 to FYE 2026

2,000

500

0 £
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Plan Year

Operating Performance Ratio
for FYE 2017 to FYE 2026

Percentage (%)
2

2017 201% 2019 2020 2021 2022 2023 2024 2025 2026
Plan Year

Operatiag Performance Operating Perfomance Min Target

\nerating Port

54

PORT STEPHENS COUNCIL 117




ORDINARY COUNCIL -

22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 2

80%

75%

Percentage (%)
@
g

45%

40%

Own Source Revenue Ratio
for FYE 2017 to FYE 2026

2017 2013 2019 2020 2021 2022 2023 2024 2025 2026
Plan Year

Own Ssurce Ravenue Quwn Source Revenue Min Target

Ratio

Operating Revenue Ratio

Debt Service Coverage Ratio
for FYE 2017 to FYE 2026

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Plan Year

Dabt Servics Coverage ratio Mn Target Debt Service Coverage ratio

er Ratio

DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

55

PORT STEPHENS COUNCIL

118




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 2 DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

Cash Expense Cover Ratio
for FYE 2017 to FYE 2026

5
24
-
)
=
-—
[
&
8
53

2

2017 2018 2010 2020 2021 2022 2023 2024 2025 2026
Plan Year
Cash Experse Cover Ratlo Cash Expense Cover Ratio Min Target
B ————
Capital Expenditure Ratio
for FYE 2017 to FYE 2026

200

180

1.60

Number of Times
i
o

1.00
080
060
2017 2018 2019 2020 2021 2022 2023 2024 2025 2028
Plan Year
Capital Enenciture Ratio Capitai Expenditure Ratic Min Target

56

PORT STEPHENS COUNCIL

119




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 2 DRAFT LONG TERM FINANCIAL PLAN 2016-2026.

.
’ =
N O
|

WD o o STEPHENS
| C |

PORT STEPHENS COUNCIL 120




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3 DRAFT STRATEGIC ASSET MANAGEMENT PLAN
2016-2026.

Strategic Asset
Management Plan

2016-2026
P\x
|

'-“ PORT STEPHENS
L TV |

_—,  —_——
PORT STEPHENS COUNCIL




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3

2016-2026.

Contents
Port Stephens Council Strategic Asset Management Plan (SAMPS) 2016-2026 ....... 3
INEFOAUCHION ..ottt et s e es et ae e e eme et st e e be e me s s s e 3
U DO .ottt ettt b sttt s en e eeee 3
BACKGIOUNMG ...ttt sas s es e e se et ne e sme e st aeen e enn et b enne 6
OBJECHVE ... oo eeeoees e eees e ees e e eeseeemeses e e e s eesee s e esessessesesemaeene 6
Standards and LegisIation ...............cooiiiioiiiieieec s 7
Asset Management SHrategy .. ......o.ooe o 7
Coverage — Asset Categories — Port Stephens Council.............ccccoiircviirainiens 8
Fit for the Future Programi..............o.ooo e 9
IMIIN FINAINGS .ottt 10
ConItion Of ASSBES ...t 10
COoNAItIoN TANGEIS ...ttt srs s ae et 12
Infrastructure Gap and Asset Funding Strategy ..........cccccvrevvvicerniiecernce e 12
Asset Funding Strategy INTeNt ..o s 13
SOUMCES Of FUNTS ..ot ieess e ceeae e e sseess s sses e e sss e menesessennesssnen 13
Asset Funding Strategy Works Program ............ccccoeeooimieonnesinneseessninressesenes 14
Program Of WOTKS ..........oooiiriiiiieiesseserisse s essssesessesseseresssssssesmsssssesesssesassnsaeseses 14
WOIKS PrOGIAM......oiiieieieiiieisserreenasseiaesse s sreessessesnesassesssessssernnsessessassessssnessesesns 14
WOTKS PIUS PrOgram.....c.oovicioeiiiieeisiiicossississssssnessesss e ssaesessnssessesesasassssnasseenns 15
Asset Risk Management..........cccooiiiriiiiiaieecsr s esssssserseesse e ssss s e sesesnnasseeas 15
CRtICAI ASSEES ...t e 18
Environmental Sustainability.............cccviimiieiiieiniresieie s 19
Knowledge Capability Gap AN@IYSIS ..........ccviviriiiieisisiieess s cssasissinesessess 20
Asset Management Practice Elements..............ocoviiiiiiiiiiiiecccse i 20
Asset Management Components
EXCIUSIONS ..o s
Town Centres — FULUIE PIaNS ..........ccoooiiiiiiiiesiis s s s s ssernens
Civil Assets........ooeeiiviiciiiiiiiiin
Bridges (Road and Pedestrian)
DEPOS ..o s
0 1T T OSSPSR
EMergenCy SOIVICES ... ...ttt
FIBBE .t
Pathways (footpaths and shared paths).............ccccocvviiiciiiiicsie e 45
VINOT ASSOES Lttt ettt 47
ROBA PaVEMENS ...ttt bbb bbbt 55
Transport FACHIIES ..ottt 57
WVESHE SOIVICES ...ttt bbbttt ittt 59
Community and Recreation ASSES ..o 61
AGUALIC CBNMIBS ..ottt ettt st b et bbbt et s b e eisbe b e 62
M BIIES ..ot ettt ettt et et 63
LIBDFAIIES ...ttt ettt bbbt bttt en et an 65
Multipurpose Community Facilities................ccooiiiiiiiiiii i 66
Parkes and RESEIVES ... ..ot st 68
PlayGroUNaS ... ottt 70
PUblic AMENItIES ...ttt 72
SKBEE PAKS ...ttt 74

DRAFT STRATEGIC ASSET MANAGEMENT PLAN

PORT STEPHENS COUNCIL

122




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3

2016-2026.

ST oTo L = ot SRR 75
Surf Lifesaving Faciliti®s ............c.oooioiiiii et 77
VUBRONWEYE .c.ovi0russuisnerrnaveiashatasrnsaransessnsustusverarsntsssesnesdivanniast b rusnthdisanstnarhsrndasisrind 79
CoMMEICIAl ASSBES ...ttt e e e et 80
Administration Building Raymond Termrace .............occccevvvievioicecinereeeieeicnenes 81
Investment Property Portfolio ...........oo.ooecceeeee e 81
Commercial Assets — Holiday Parks .............cccoovrveoeimiereesecieiessenscas e 82
Operational Lands ...........cocoveeiiiiriineiseisaesssireessssreessaessssssssssssessssssessssssssssnessessees 83
Visitor INFormation CeNMI............oveeiiiiccie e 85
Information Communication Technology (ICT) Assets............ccccvverevvirccciinins 86
Structured Cabling ..........coiviiioiiiice i s e een 86
DESKEOP ASSBES ... sa e e e e e e eerne e e e e ereen 87
Information & Communication Technology (ICT) Infrastructure Assets.............. 87
Attachment 1: Works Plan 2016-2026 ... 89
Attachment 2: Works Plan Plus 2016-2026 .............cccovveniiiiinnisisnsieessssseneens 17
Attachment 3: Asset Management POICY ............ccovviieiiiiiinnei s 124

DRAFT STRATEGIC ASSET MANAGEMENT PLAN

PORT STEPHENS COUNCIL

123




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3 DRAFT STRATEGIC ASSET MANAGEMENT PLAN

2016-2026.

Port Stephens Council Strategic Asset Management Plan (SAMP6)

2016-2026'

Introduction

The Strategic Asset Management Plan (SAMP) provides a framework for the
sustainable management of current and future Council assets so that appropriate
services are effectively delivered to the community now and in the future, It
considers information about Council's assets, asset management processes and
practices, and presents a plan to improve Council's asset provision and

management capability.

This strategic document contains Council's Asset Management Policy, Asset
Management Strategy and a summary of the asset management plans for every
category of asset. Due to the size of the documentation the full Strategic Asset
Management Plan containing the detailed asset management plans for each asset
category, these are held on Council's website broken into segments for ease of
downloading; and hard copies are held at Council's Administration Building and

libraries.

Port Stephens Council is responsible for a very large and broad asset portfolio which
totals $887.91 million of noncurrent assets’. Council's assets are acquired, held and
maintained for the purpose of delivering services to the community. The services
required by and for the community are considerable, and the provision of these is

often dependent on this portfolio.

Council's asset base includes traditional asset infrastructure such as roads,
footpaths, buildings and drainage as well as assets which are unique to coastal
councils such as seawalls, surf clubs, lifequard towers, wharves and jetties. Council
has an ethical and legal obligation to effectively plan for, account for and manage the
public assets for which it is responsible. The successful delivery of Council's assets
will enable the current and long term aspirations of the community to be met.

Purpose

Council has an adopted Asset Management Policy (Attachment 3 of this Plan)
which articulates its commitment to sound asset management and integrated,
responsive and financially sustainable asset provision. It provides a clear direction
for asset management by defining the key principles that underpin it.

This SAMP is the first step in translating that Policy into organisational practice. Its
purpose is to establish the structure for further detailed planning and improvements
in organisational knowledge management, systems, processes and structures which
will support long term asset management well into the future. It incorporates:

« all the assets under Council's control;

* the community's expectations of asset provision and maintenance;

b Legislation requires that the Asset Management Plan is for a ranimum 10 year penod, and that it is reviewed

and rolled over annually. This s the sixth iteration of the SAMP
Port Stephens Counal Audded Financial Statements 2014-2015 (Volume 2, p5)
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« a plan for improving Council’'s asset management maturity to a level both the
community and Council are satisfied with;
* adetailed Works Plan 2016-2026 (Attachment 1).

Through the development and implementation of this SAMP Council aims to:

« provide a specified level of service for assets;

« adopt a lifecycle approach to developing cost effective strategies for
managing assets in the long term that meet the specified level of service;

* determine future demand to allow for the management of the appropriate
investment levels (links to the Long Term Financial Plan);

« apply risk management including identification, assessment and appropriate
control of risks.

Council’s current asset portfolio enables the provision of a range of necessary and
desired services which support residents, businesses and visitors to Live, Play, Work
and Grow in the Port Stephens Council Local Government Area (LGA). The delivery
of these services to the local community is the paramount consideration.

Infrastructure provision, condition and service levels are dependent on local
community needs and expectations. Council currently has four main Asset
Categories comprised of a range of asset classes:

* Civil Assets — comprising roads, footpaths and cycle ways, drainage, transport
infrastructure, depots, fleet and waste management facilities;

« Community and Recreation Assets — comprising public halls, libraries, aquatic
centres, sports facilities, surf clubs, skate parks, playgrounds, cemeteries,
child care centres and waterways infrastructure;

« Commercial Assets — comprising commercial property portfolio, holiday parks,
operational land, Administration Building and the Visitor Information Centre;

« Information Communication Technology (ICT) Assets — comprising cabling,
desktop assets, and ICT infrastructure.

Assets by Category - Percentage
as a 30 June 2015

2803

u Ciwvil
u Community
» Commercial
=wiCT
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The Strategic Asset Management Plan (SAMP6) which follows provides background
to its development, Asset Management Strategy details, as well as a summary of
individual asset plans by category and class.

Attachments 1 and 2 detail Council's 10-year Works Plan; and Works Plan Plus to be
completed as and when funds are identified. Attachment 3 details the Asset
Management Policy.
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Background

This is the sixth iteration of the Strategic Asset Management Plan (SAMP6) and has
been prepared in accordance with Section 403(2) the Local Government Act 1993. It
has been reviewed and amended to reflect the best available information regarding
Council's assets.

Condition ratings and values in SAMP6 are based on recent 2015 end of year
financial accounts and the recent Fit for the Future requirements and criteria.

The Strategic Asset Management Plan (SAMPS8) contains:

*  Council's Asset Management policy ~ substantially revised and adopted by
Council 28 May 2013 (Min No.147) which can be found as Attachment 3;
Council's strategy for managing its assets - life cycle management;

Details of asset management in each of its asset categories;

Works Plan 2016-2026 based on existing known funds (Attachment 1);

Works Plus Plan 2016-2026 showing proposed works that could be undertaken
if funds became available (Attachment 2).

This version of the SAMPS has introduced:

the works program within the asset chapter for ease of reference;

mapping showing existing assets;

proposed future works that could be completed if funds become available. Also
including how these funds could become available;

better alignment of future growth and the need for assets; and

reduction of the content of the SAMP by summarising the data for ancillary
assets.

Objective

The objective of the Strategic Asset Management Plan is to establish a framework to
guide the planning, construction, maintenance and operation of the infrastructure for
Port Stephens Council to provide services to the community. The SAMPE is used to
achieve the following outcomes documented in the Community Strategic Plan:

Our Council - Infrastructure
Port Stephens' infrastructure and utilities meet the needs of all sections of the
community.

Delivery Program
Provide facilities and services through managing and maintaining our assets.
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Standards and Legislation

Section 8 of the Local Government Act 1993 (informing Council's Charter) requires
that Council:

« Provide directly or on behalf of other levels of govermment, after due
consultation, adequate, equitable and appropriate services and facilities for the
community and to ensure that those services are managed efficiently and
effectively;

. Properly manage, develop, protect, restore, enhance and conserve the
environment of the area for which it is responsible, in a manner that is
consistent with and promotes the principles of ecologically sustainable
development;

. Have regard to the long term and cumulative effects of its decisions,

. Bear in mind that it is the custodian and trustee of public assets and to
effectively account for and manage the assets for which it is responsible;

. Raise funds for local purposes by the fair imposition of rates, charges and fees,
by income earned from investments and, when appropriate. by borrowings and
grants;

. Keep the local community and the State government (and through it, the wider
community) informed about its activities,

Assets are managed in accordance with the International infrastructure Maintenance
Manual (IIMM) referenced in Council's Asset Management Policy; and the asset
accounting and medelling is in accordance with the Australian Infrastructure
Financial Management Guidelines. The [IMM has been further expanded into the
recently introduced International Standards ISO 55,000 suite of documents. These
documents will be utilised as the basis in which future SAMPs will be written.

Asset Management Strategy

Council's Asset Management strategy is the International Infrastructure Management
Manual (IIMM) Asset Lifecycle Management framework for the management of its
assets. This framework is currently global best practice in asset management.

The Asset Management components of the framework are:

Background data of the asset;

Planning;
Creation/acquisition/augmentation plan;
Financial/risk management plan;
Operations and maintenance plan;
Condition and performance monitoring;
Rehabilitation/renewal/replacement plan;
Consolidation/rationalisation plan;

Audit plan/review.

LI I L )

Successful implementation of the Asset Management Strategy requires deep
knowledge of the key drivers for the provision of the asset:
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Levels of service;

Future demand,;

Lifecycle management plan;
Financial summary;

Asset management practices;
Plan improvement and monitoring.

The organisation's ability to implement Asset Management Components is divided
into Asset Management Practice Elements:

Process and practices;
Information systems;

Data and knowledge;
Commercial tactics;
Organisational issues;
People issues;

Asset Management Plans.

Coverage — Asset Categories — Port Stephens Council

. Civil Infrastructure
o  Bridges
o Depots
o  Drainage
> Emergency Services
= Fire stations
= SES buildings
Fleet
o Pathways (footpaths and shared paths)
o) Roads
o Transport and Ancillary Facilities;
= Bus shelters
Car parks
Guardrails
Heritage items
Kerb and gutter
Parking meters
Retaining walls
Signs and guideposts
Street lighting

Waste

Community and Recreational
o  Open space
Waterways
o  Cemeteries
o Public amenities
o  Playgrounds
o  Skate parks
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Swimming pools

Surf lifesaving facilities

Libraries

Multipurpose community facilities
o  Preschools and Child Care centres
o> Waterways

OO0 00

e  Commercial Assets
o  Offices — Administration Building
o  Commercial property portfolio
o Operational land holdings
o  Holiday parks
o Visitor Information Centre

. Information and communication technology
o  Cabling
o Desktop
o ICT

Fit for the Future Program

The Fit for the Future program is a NSW State Government initiative to check that
NSW local governments are "Fit for the Future" and sustainable in scale and
capacity. One component to this program is to check that local government
infrastructure is sustainable and managed efficiently and effectively to provide
services to the community. To efficiently and effectively manage our assets to
provide facilities and services relies heavily on our asset focus, our income stream

and where we allocate our resources.

The last five years have seen a change in Port Stephens Council's focus to a greater
emphasis on maintaining and renewing our existing assets instead of building new
assets. This change in focus has also been the topic of State and Federal
government reports on local government's ability to manage our assets and be

financially sustainable in the future. These include:

. Local Government Infrastructure Audit, June 2013
. National State of the Assets. November 2013
* Independent Local Government Review Panel, April 2013

These reports have highlighted that NSW local governments have an infrastructure
backlog with no apparent sustainable way to fund the backiog. These reports also
note that councils need to be financially sustainable to reduce this backlog and to

continue to provide facilities and services to the community.

The Independent Local Govermmment Review Panel Report has made
recommendations to reform how local government operates so councils can
sustainably manage their assets, Of the many recommendations, it was determined
that councils should be assessed against a number of “Fit for the Future” criteria to
determine their sustainability. The criteria that relate to "effective infrastructure and

service management” include:
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* Infrastructure Backlog Ratio of less than 2% average over three years or

improving trends for this ratio”
« "Asset Maintenance Ratio greater than 100%.

Where:

*  Asset Maintenance Ratio

= Actual Asset Maintenance / Required Asset Maintenance
and
* Infrastructure Backlog Ratio

= Estimated cost to bring asset to a Satisfactory Condition / Total Asset Value

It should be noted that asset maintenance in this context relates to whole of life

costs,

These ratios were assessed independently in early 2015 and again through the end
of year financial accounting. These ratios are documented in the Annual Report and

show that the Infrastructure Backleg Ratio is 2.41% in 2015 and the Asset

Maintenance Ratio is 92%. Both of these ratios will meet the desired criteria within

three years.

Main Findings

The main findings in the SAMPE are based on the 2015 asset condition rating as
part of the Fit for the Future program and the end of year financial accounts. These
findings are set out in detail in Sections 1 and 5. The data that foliow reflect those
findings. The changes in these results from previous SAMPs are as a result of the
injection of funds that has been used to reduce the Council's infrastructure backlog.
These include funding schemes implemented over the last few years such as the
NSW Local Renewal Infrastructure Scheme, election promises delivered on asset
renewal, and the Council’s ability to reach financial surplus — hence spend more

money on assets.

Condition of Assets

For the purposes of SAMPS, Council's assets are rated in one of following five asset

condition-rating categories:

1.  Near perfect
2. Good

3. Satisfactory

4.  Very poor

5. Unserviceahle

10
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The data are graphically represented by plotting the summary of the asset's 2015
current replacement cost against each of the above condition rating categories. This
information is compiled to provide a picture of Council's asset health against a
conglomerated asset lifecycle. This in turn can be used to determine the level of
asset management required for the sustainable administration of assets.

Figure 1: 2015 Assets Rating Distribution: Public

The graph above shows the distribution of public assets skewed towards the
Satisfactory to Good condition rating. The distribution skew in this graph is highly
influenced by the larger, more costly asset groups such as roads and drainage.
Removing the road and drainage categories from this graph gives an appreciation of
the remaining asset groups' condition,

These figures reported in the SAMPS were based on the 2010 End of Year Fair
Value accounting review with annual updates for new assets only as per the
accounting standards. These figures shown are based on the 2015 Fair Value
accounting review and the Fit for the Future evaluation. The differences between
SAMPS and SAMPE figures are:

+ Current Replacement Costs have been updated for most assets classes, so the
total asset value has increased,

» With the exception of playgrounds, all replacements have assumed a
replacement of like for like and no upgrades were included as per the
accounting standards. Playgrounds have included an upgrade to meet the
current standards to mitigate Council's risks. Previous infrastructure backlog
calculations shown in SAMP4 in other asset classes included upgrades;

* Assets that are still fit for purpose but have a low asset ranking have not been
included in the infrastructure backlog. These are mostly small road networks
that are good to the road driver but poor to the asset conditions that the asset
practitioner would use, that is the asset is fit for purpose;

* Only costs that will be used to return the asset back to new condition have
been used in the infrastructure backlog. SAMP calculations in the past have

1
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assumed a full replacement when the backlog should be the cost of works that
can be used to bring an asset back to new condition. Previous figures
materially increased the infrastructure backlog figure.

$120,000,000 -

$100,000,000

$80,000,000 -
$60,000,000 -
$40,000,000 |
$20,000,000 - I
o 1/ —
1 2 3 4

Figure 2: 2015 Asset Rating Distribution Not Including Roads and Drains

Removing roads and drainage from the first graph moves the distribution skew from
Good to Near Perfect. One reason for this healthy skew in both graphs is that the
age of the asset infrastructure is still quite young compared to other councils.

Condition Targets

The aim is to get a balance between having an asset that provides a satisfactory (or
above) service to the community and an asset condition that is managed with
financial and risk responsibility. Previous targets have aimed for a higher proportion
of assets with condition ratings Near Perfect. To gain a Near Perfect asset condition
is not financially responsible in all cases.

Infrastructure Gap and Asset Funding Strategy

Council currently has an infrastructure back log of just over $18million. Over the last
several years Council has changed ways of funding the maintenance and renewal of
existing assets to reduce this backlog. This change has, and will continue to have an
impact on the financial sustainability of the organisation and an increased ability to
provide services to the community through assets.

Additional funding has resulted in earlier maintenance and renewal of assets than
previously undertaken at Council. Early maintenance and renewal of an asset
prevent the asset from deteriorating so much that it no longer provides the intended
or an acceptable service to the community; or it becomes a hazard to the asset user
and a risk to Council. Successfully maintaining an asset is a constant process.
Earlier maintenance and renewal is also a more cost effective way to manage the

12
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asset over the life of the asset, and thus reducing the future financial burden on the

Council and on generations to come.

This change in focus has been achieved through:

«  |mproving our organisation’s maturity through linking our financial and our asset

position;

. Shifting our Capital Works funds towards renewal instead of new assets.

especially the last several years;

e Taking advantage of the State government initiatives such as the Local

Infrastructure Renewal Scheme;

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

*  Improving internal Council efficiencies to free up funds for asset renewal,
Understanding the condition of our assets and prioritising our spending;
.

Discussions with user groups and the community generally about asset

services to closer align spending with expectations;

* A better understanding of our assets’ condition has been achieved with the
centralisation of asset management through an organisation restructure in

2013,

*  The continuous improvement in the Capital Works and Maintenance processes
to drive efficiencies and reduce costs. This in turn resulted in savings made to

return into the renewal of assets.

Despite Council's recent emphasis on funding our existing maintenance and
renewal, there is still an infrastructure backlog. To continue to reduce the
infrastructure backlog an Asset Funding Strategy has been developed and is used in

the Council's Long Term Financial Plan models.

The Asset Funding Strategy comprises three parts:
*  Asset Funding Strategy Intent

*  Sources of Funds

*  Asset Funding Strategy Works Program.

Asset Funding Strategy Intent

The statement of intent for the Asset Funding Strategy is to prioritise funds towards
the renewal and maintenance of assets. This Asset Funding Strategy is cognisant of
the Council's duties and responsibilities outside of asset management and not all
monies can be diverted to the funding of assets. There are also other documented
polices, such as the Acquisition and Divestment of Land Policy that already allocates

sale of lands profits to other functions and services of Council.
Sources of Funds

The sources of funds included in the Asset Funding Strategy are:
sales of commercial or Council lands;

*  savings made from the commercial arm of Council;

. borrowings;

«  operational savings;

13
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sustainability reviews savings;

grants;

contributions from other organisations and committees;

continuing to shift funds in the Capital Works Program from new assets to
renewal;

Section 94 contributions;

«  Voluntary Planning Agreements.

These additional funds can be used as seed and matching monies to improve
Council's position in gaining additional grants to further reduce Council infrastructure
backlog. While the additional monies are not guaranteed, when funds are available
they are to be prioritised towards the renewal and maintenance of existing assets.

Asset Funding Strategy Works Program

When funds are realised and prioritised under the Asset Funding Strategy, the
monies are to be allocated to the projects documented in the Capital Works Plus
Program OR existing projects in future years that may be brought forward.

The Capital Works Plus Program includes:

«  projects to reduce the infrastructure backlog;

«  major future projects to meet demand,;

*  existing projects that require additional monies to further expand the scope of
works.

The major future works projects are documented in the Asset Creation/Acquisition
section of each asset chapter in this SAMPS. The projects also show the proposed
sources of funds and when the source of funds may be available.

It should be noted that the future major projects have not been scoped and the costs
and timing are indicative only. Until such time that these projects are fully scoped,
the estimate and the associated sources of funds have been assumed. These major
projects include large projects like the depot redevelopment, Yacaaba Street
extension, Lakeside Leisure Centre upgrade as examples. These future major works
are shown in the Asset Creation/Acquisition section of each asset chapter,

Program of Works

Works Program

Attachment 1 details the Capital Works Plan 2016-2026 that continues to focus on
asset rehabilitation rather than on new built assets. The focus on asset renewal
further continues to reduce the organisation's infrastructure backlog.

This Works program is based on known funding sources and is typical of recent
budgets including the knowledge that Council has actual funds to spend on these
projects.

This list of proposed works will also increase during the year with the intreduction of
any future grants and any Sports Council or Committee works that may be funded

14
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from external sources. Some grants do require some form of matching funds, so if
these grants become available the proposed program may need to be adjusted to

help fund these additional works.

The list of proposed works does not include any works that have commenced or
were postponed in the financial year 2014-2015 that may need to be carried over

into the 2015-2018 financial year.

Works Plus Program

Attachment 2 details the Capital Works Plus Plan 2016-2026 which is to be funded
through the Asset Funding Strategy — Source of Funds as noted above, This
program has been compiled and described in the Asset Creation/Acquisition section

of each asset chapter.

It should be noted that these works will only go ahead if future funding is obtained
that is as yet unidentified. These works are in addition to the Works Program.

Asset Risk Management

Council's Corporate Risk Management system integrates all risks, including safety,
environmental risks and business risks (financial, property, security, commercial,
etc.), into our decision making, business planning and reporting at all levels. This
approach aligns with 1SO31000:2009 Risk Management and provides a consistent,
holistic approach to risk management that strengthens our ability to deliver more
efficient and effective facilities and services to our community and stakeholders.

The following general categories of risk are used to help focus the identification of

risk and prevent risks from being overlooked:

Assels
Governance
Financial
Knowledge
Resilience
Environment
Reputation
Compliance
People
Technology

L R I I I

Identified risks are then assessed using likelihood and consequence tables including
a 5x5 matrix. Given the number of categories of risk and variety of assets for which

Council is responsible, the risk assessment for our assets is quite detailed. To

provide a summary of the risk assessments undertaken for assets, the following

overarching risks are common across all asset classes:
Table 1: Risk and Risk Controls

Category of Risk and Control to Mitigate Risk
Risk

Residual

Risk
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PORT STEPHENS COUNCIL

136




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3

2016-2026.

Category of Risk and
Risk

ASSET

‘There is a risk that failure
to adequately maintain

assets may affect
Council's objective to
provide o safe
environment for people to
enjoy their lifestyle
leading to increased

costs, injury and litigation.

There is a risk that lack of,
or inconsistent asset
management data may
affect Council's objective
to manage assets in
accordance with best
practice asset lifecycle
practices.

There is a risk that an'

asset may fail/collapse
and affect Council's
objective to provide a safe
environment for people to
enjoy  their lifestyle
leading to personal injury
and property damage.

Control to Mitigate Risk

Document Service Level agreements
with maintenance service providers.

Complete the regular periodic
maintenance inspections as per the
Asset Inspection program.

Undertake maintenance as per the
agreed timeframes for each asset
class.

Review market options to shift risk.
Review the maintenance schedule for
critical infrastructure with funding
limits and organisations appetite for
risk.

Review community
expectations.
Complete the documentation of

leases and license of service in assets
to ensure maintenance is undertaken.

service level

Document Service Level agreements
with Asset Data Collection service
providers.

Complete the regular periodic Asset
Data Collection inspections as per the
Asset Inspection program.

Create a single point of truth for asset
data, which is linked to the corporate
forward works planning, accounting
and end of year finance systems.

Utilise asset data to make informed
decisions for asset maintenance and
renewal,

Complete the regular periodic asset
inspection for aging and critical assets
as per the Asset Inspection program.

Residual

Risk

High

High

High
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FINANCIAL
There is a risk that
inadequate budget

allocation to assets may
affect Council's objective
to reduce infrastructure
backlog.

There is a risk that the
asset accounting
depreciation models do
not reflect the true asset
deterioration leading to an
inaccurate  organisation
financial position.

COMPLIANCE

There is a risk that failure
to conduct asset
inspections (condition,
testing and compliance)
may affect Council's
objective to  manage
assets in accordance with
best  practice asset
lifecycle practices leading
to increased litigation,
fines and penalties, and
not knowing the asset
condition.

These include, but are not
limited to, fire safety
statements, periodic
verification of electrical
installations,  hazardous
materials, and backflow

and tempering valves.

Document annual and future asset
funding gaps.

Document the Works program based
on funding levels.

Review the risks of not undertaking
asset maintenance and renewal works
due to funding levels.

Accept the risk or change the Works
program.

Review the accounting depreciation
models through the Fit of the Future
program and the Fair Value asset re-
evaluation program.

Align the depreciation models with
true actual asset deterioration and the
levels of service to the community.

Engage external auditors to review
the models.

Document Service Level agreements
with inspection service providers.
Complete the regular pericdic
inspections as per the Asset
Inspection program.

Document and utilise collected data to
undertake maintenance OR and
Works programs. This will inform our
Long Term Financial plan.

High

High

High
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There is a risk that failure
of assets to comply with
current standards may
affect Council's objective
to manage assets leading
to asset failure litigation,
fines and penalties.

ENVIRONMENT

There is a risk that sea
level rise and extreme
weather events may affect
Council's objective to
manage assets leading to
damage to assets, repair
costs and reputational
loss.

There is a risk that the
environment is not
considered in the asset
management decision
making process leading to
lost opportunities to
improve our impact on the
environment,

Document register of non-complying
assets.

Create works program prioritised on
the risk and place in Council's Works
program.

Upgrade the asset to meet current
standards when the asset is renewed
as per the prioritised list.

Identify assets potentially affected by
sea level rise and extreme weather
events.

Implement planning controls for future
works on these assets.

Consider sea level rise and extreme
weather events effects over the asset
life when undertaking renewals.

Undertake capital works that reduce
our greenhouse gas emissions.

The four-tier risk rating is Extreme, High, Medium and Low.

In summary these asset risks revolve around:

The risks to assets listed above are by no means exhaustive but provide an overview
of the focus areas. Risks that are specific to each asset class are documented within

understanding what assets we have;

knowing the condition they are in;

understanding the community's expectation;

maintaining the assets;

creating a works program for compliance and asset renewal;
developing a financial plan to fund compliance and future renewal works.,

High

Medium

Medium

the SAMPS. These controls are being implemented throughout the organisation.

Critical Assets

Assets are deemed critical if their impairment or failure would result in a detrimental
effect on human safety or the services that enable social or economic transactions.
Critical assets are inspected with a higher frequently and the risk appetite associated
with their management is extremely low. Hence critical assets are maintained at a
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very high level and have an appropriate budget allocation. Individual critical assets
are not identified in this SAMP, but they do include Council owned infrastructure
such as bridges, large culverts, pump stations, designated dams, emergency

evacuation centres to name a few.

Environmental Sustainability

Council is committed to “properly manage, develop, protect, restore, enhance and
conserve the environment of the area for which it is responsible, in a manner that is
consistent with and promotes the principles of ecologically sustainable development”
as per the Local Government Act 1993 (The Act). The principles of ecologically

sustainable development (ESD) are defined in The Act as the "effective integration of
economic and environmental considerations in decision-making processes".

Council is committed to effective implementation for the following principles of ESD
as they relate to asset management decision making; the precautionary principle;
intergenerational equity; conservation of biological diversity and ecological integrity:

and improved valuation, pricing and incentive mechanisms.

Council's approach to environmental sustainability with an asset management
context to date has focussed on achieving environmental and financial benefits
through targeted energy and water efficiency projects at Council's largest energy and
water consuming Council assets. This approach has been highly successful at
delivering positive environmental and financial outcomes with minimal capital
investment. These projects were implemented through Council's 10 year works
program and included lighting retrofits, HVAC upgrades, solar and gas hot water

system installations, and building management systems amongst others.

Low

capital cost opportunities to invest in asset management projects that deliver
environmental benefits remain, however an ongoing environmental improvement

program will likely involve greater investments of financial capital.

An Environmental Management System (EMS), consistent with ISO 14001:2015, is
currently under development and forms an integral component of Council's
Integrated Risk Management Framework, 1SO 14001:2015 builds upon the existing
focus areas of ISO 14001:2004 on legal compliance and prevention of poliution to
provide clearer direction on resource efficiency, waste management, climate change
and degradation of eco-systems. Council's ongoing approach to asset management,
from sustainable design through construction, to operation and ongoing
maintenance, will be consistent with the EMS and with ISO 14001:2015; Council's
Integrated Risk Management Policy as it relates to Environmental Risks; and

Council's draft Environment Policy.
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Knowledge Capability Gap Analysis

This review provides a synopsis of Port Stephens Council's “Capability” in
undertaking asset management practices. Shortfalls in Capability or the *Capability
Gaps", identified have been added to our asset management improvement program.
Since 2011 this type of review has been labelled a "matunty assessment”. This
review was first conducted in 2008 and stimulated a number of changes that has

progressed Asset Management in Port Stephens Council.

Capability Gap Analysis included staff undertaking an internal assessment using the
Delphi method and the Capability Gap Matrix Tool for each asset category. The
Capability Gap Matrix Tool assesses our ability to meet the requirements of the
Asset Management Practice Elements and Asset Management Components. The
Asset Management Practice Elements and Asset Management Components are

described below:

Asset Management Practice Elements

1. Process and practices used in the completion of lifecycle asset management

activities.

manipulate the data and knowledge.

reliability of data.

carry out works in the asset lifecycle,

asset management.

management.
. Asset management plans.

N~ o 0 s w N

Asset Management Components

. Background Data

Planning

Creation / Acquisition

. Financial / Risk Management

. Operations and Maintenance

. Condition and Performance Monitoring
Rehabilitation and Replacement

. Consolidation / Rationalisation

. Audit

10. Levels of Service and Sustainability Gap
11.Future Demand

12.Financial Management

13. Asset Management Practices

14.Plan Improvement, Monitoring, and Reporting

CENDU B WN =

Information systems required to support the process and practices, store and
Data and knowledge of the assets such as performance, accuracy and
Commercial tactics such as documented service level agreement to efficiently
. Organisational issues document structure, roles and responsibilities relating to

. People issues include such things as attitudes and skills involved in asset
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This 2012 review highlighted activities / recommendations that are now incorporated

into the Improvement Program.

« Document all known/proposed processes and practices, and then prioritise

actions

* |mplement Asset Management as the Organisations centralised Asset
Management System and source/create software that performs scenario

optimised asset management forecasting

« Where a gap is present, document a prioritised program for the collection /

verification of asset data

¢ Further build on Service Level Agreements to include asset service levels

« Continue to improve the customer supplier value chain so that the asset
management decisions are based on Condition, Function, and Utilisation

of the asset

Educate the non-asset owners on asset management in the organisation

Document individual asset management plans per asset class OR |

centrally document the supporting documentation

« Ensure the organisation's themes and messages are consistent to attain |

organisational maturity

Since 2012 most of these actions have been implemented or commenced. As the
organisation matures with its capability in asset management, the more we become
aware of changing needs of the community, the asset data required and the

Council's organisation structure to deliver asset management.

Exclusions

Port Stephens Council does not provide water and sewerage services and has no
assets in these categories. The Hunter Water Corporation provides those services to

the LGA.

Environmental assets were not included in this review due to the complexity of
analysing a natural resource in terms of asset management. Environmental assets
will be included once the asset management industry has a reliable and consistent

analysis method.

Newcastle Airport is part owned with Newcastle City Council and is excluded from
the SAMP. The Airport is its own legal entity and management of the asset is

delegated to Newcastie Airport.

21

PORT STEPHENS COUNCIL

142




ORDINARY COUNCIL - 22 MARCH 2016 - ATTACHMENTS

ITEM 6 - ATTACHMENT 3

2016-2026.

Town Centres — Future Plans

The NSW Department of Planning's Lower Hunter Regional Strategy 2006-2031
provides a clear and sustainable direction for growth to reflect long-term trends and
build on the region's strengths. The strategy aims to harness the region's competitive
advantages to maximise economic opportunities over 25 years. The population in the
Hunter is anticipated to increase by 160,000 people and the strategy is indicative of
population, housing and employment projections in sub regions of which Port
Stephens is one of five. A key consideration for local government is the treatment of
infrastructure and capital works in town centres to help maintain long term economic
growth and sustainability throughout the region.

Raymond Terrace has been identified in the strategy as one of six major regional
centres with a concentration of business, higher order retailing, employment,
professional services and generally including civic functions and facilities, as well as
a focal point for subregional road and transport networks. Medowie is recognised by
2031 as a town surrounded by rural and natural landscapes complete with facilities,
services, businesses and employment activities making it healthy and sustainable,
with a strong sense of community. Nelson Bay tourism precinct is flagged as a
specialised centre, with concentrations of regionally significant economic activity and
employment. Karuah is identified for a small amount of additional urban development
on land immediately adjacent to the existing settlement to the north and south of
Tarean Road. Lands within the green corridor surrounding the village of Karuah,
including the Watagans, Stockton and Wallarah are proposed to be managed for
conservation purposes. Anna Bay is recognised as an urban area with a range of
land uses, locally available jobs, a range of housing choices, and with easy access
to major town centres.

The Draft Hunter Regional Plan, November 2015 identifies the Hunter as the most
populous region outside Sydney and the largest regional economy in Australia, with
a predicted increase of 750,000 pecple in the region's metropolitan and hinterland
over the next 40 to 50 years. Once finalised this draft Plan will replace the Lower
Hunter Regional Strategy 2008-2031. The draft plan recognises that growth and
change will occur differently across the region and identifies four distinct landscape
subregions: 1) Hunter City; 2) Western Hunter; 3) Northern Tops; and, 4) Hunter's
North East Coast, Raymond Terrace and Medowie are contained within Hunter City,
whilst Nelson Bay and surrounds is within Hunter's North East Ceast. The plan notes
the importance of infrastructure to move goods and services to market and improve
access to skilled labour as one of the key drivers to grow the regional economy and
provide competitive international gateways for economic success.

Town centres included in the Strategic Asset Management Plan based on existing
town centre strategies include:

Raymond Terrace and Heatherbrae (Raymond Terrace and Heatherbrae Strategy,
2015)

Medowie (Draft Medowie Planning Strategy and Town Centre Masterplan, 2015)
Nelson Bay (Nelson Bay Town Centre & Foreshore Strategy, 2012)

Karuah (Karuah Growth Strategy, 2011)

Anna Bay (Anna Bay Strategy and Town Plan, 2008)
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Raymond Terrace and Heatherbrae

Raymond Terrace is the primary commercial centre within Port Stephens and home
to over 12,000 people. The neighbouring centre of Heatherbrae is a key destination
for bulky goods and light industrial, and is in close proximity to Tomago which has

the largest concentration of industrial land in Port Stephens.

Raymond Terrace and Heatherbrae Strategy 2015

The Raymond Terrace & Heatherbrae Strategy adopted by Council in November
2015 is an action plan designed to develop the area as a strong regional centre and

a great place to live, work and play.

Aims of the Strategy

The Raymond Terrace & Heatherbrae Strategy has identified four key goals: 1) A
competitive economy with regional services including transport, health, justice,
government, commercial, retail, industrial and entertainment; 2) A city of housing
choice with homes that meet needs and lifestyle with a focus on providing for
affordable accommodation; 3) A great place to live with a quality public and private
spaces that are accessible; and 4) A resilient city with clear directions for improved

social, environmental and economic outcomes.

Infrastructure and Assets

The Raymond Terrace & Heatherbrae Strategy identifies infrastructure and capital
improvements as part of the strategy implementation framework to help make
Raymond Terrace and Heatherbrae a strong regional centre, as detailed in the
following table. Importantly, this includes a major upgrade to William Street, the main
street of Raymond Terrace and associated urban design elements and car parking,

to achieve a quality outcome in the urban centre.
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Table 2: R ond Terrace and Heatherbrae Infrastructure Aims
INFRASTRUCTURE/ASSET AIM ACTION/OUTCOME
| 1. Transport Hub Enhance transport and mode ¢ Finalise the construction and
connectivity maintenance of the multi-
L i R transport hub at The Close’
2 Walkways and Cycleways Provide sale and accessible * Update and implement the
walkways and cycleways for locals Raymond Terrace Pedestnan
and tounsts to the area and Cyde Strategy and
complete priority links
| 3 Transport |dentify opportunities for improved o Undertake a detailed traffic
accessibility in Heatherbrae, to analysis/imanagement plan o
support additional lands for bulky determine the future traffic
Qoods premises environment of Heatherbrae
4. Roads Improve access and conneclivity » Consolidate the identified
portions of roads within
Riverside Park and the

Raymond Terrace Trotting
Track into the adjoining Crown
Land Reserves

« Complete the grid network to
improve connectivity such as
extending Bourke Street o

[ Adelaide Street
5. Community facilibes Sufhicent community facilties lo * |mplementation of the
accommodate urban development Beomerang Park Masterpian

and associated population growth

subject to secunng appropriate
funding, which includes quality
paths, piay equipment, etc

6. Main street

Upgrade the main street to increase
actvation and activity in the
commercial centre

o |dentify funding solubions to
consider the three options for
the upgrade of William Street,
Raymond Terrace as identified
within the Raymond Terrace &
Heatherbrae Strategy 2015

« Develop concept designs for the
upgrade of Adeiaide and Port
Stephens Streets

FT Streatscape

Consideration of urban design
elements to provide a quality outcome
in the town centre and open spaces

* Develop and implernent
Strealscape Design Gusdelines
for conssstency i the town
centre

8. Car parking

Improve parking in the commercial
centre

* Develop a parking management
plan for Raymond Terrace
defining the goals for parking
provision and incorporate a
Parking Structure Plan with a
hierarchy of users, inks to
polcies and controls.

\
9.CCTV System in the commercial
cantre

Improve safety in the main
commercal precinct

* [tis proposed that Council take
up ownership and ongoing
maintenance of this asset
(currently a lapsed MOU exisls
dentifying Coundil as the
interim custodian in the absence
of the Lower Port Stephens
Chamber of Commerce)
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Medowie

Medowie is characterised by a lifestyle and social environment close to National
Parks, with proximity to clean beaches and waterways. The town is surrounded by
rural and natural landscapes with the beauty of its location, tree lined streets, parks
and homes along with a strong sense of community attracting growing families,
retirees, young adults and the elderly to live in the area. with a wide variety of

housing choices available for those seeking the lifestyle of an inland coastal town.

Medowie Planning Strategy and Town Centre Masterplan 2015

The Draft Medowie and Planning Strategy and Town Centre Master Plan were
endorsed by Council in November 2015 to go on public exhibition with the intent of
updating the existing Medowie Strategy that was adopted by Council in 2009. The
Medowie Strategy has been prepared to provide local strategic planning guidance for
land use planning in Medowie over the next 20 to 25 years and aims to
accommedate future urban growth identified for the Port Stephens Local
Government Area by the Lower Hunter Regional Strategy 2006-2031 and the Port
Stephens Planning Strategy 2011-2031. Prepared in consultation with a Medowie
Strategy Review Consultative Panel established by Council in 2013, the following
vision statement was created with input from Panel members: ‘Medowie is a place of
tall trees beside the waters of Grahamstown Dam, with a plan to coordinate future

growth that is supported by infrastructure and involves the community’

Aims of the Strategy
The Medowie Strategy is based on the following 6 key principles:

Principle 1 - Urban development is underpinned by the provision of appropriate

infrastructure

Principle 2 - Water quality is improved or maintained within the Grahamstown Dam

Drinking Water Catchment

Principle 3 - Future urban development on fiood prone land is avoided
Principle 4 - Key koala habitat and corridors are identified and maintained
Principle 5 - Commercial development is focused on the existing town centre

Principle 6 - Rural residential development continues to contribute to the character of

Medowie

Infrastructure and Assets

The Draft Medowie and Planning Strategy and Town Centre Master Plan identify key
infrastructure requirements to underpin future growth of Medowie. The following
table provides an overview of community and recreation facility requirements, water
management and traffic and transport for Medowie over the life of the Strategy,
based on an estimated population of 9,400 people in 2014 and an estimated future

population of 16,100 to 17,200 in 2036,
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INFRASTRUCTURE/ASSET AIM ACTION/OUTCOME
1.Community facilities Sufficient communay facilties to o With the population in 2014 at
accommodate urban development 9 400 Medowie is on the
and associated population growth threshoid of requinng an

addonal (second) community
space Consider expanding the
existing Community Centre; or
new facilites on Council-owned
land (e.g. as part of the
Ferodale Park Sports Complex)

2 Library

Service provision to local residents
outssde of the main library branch at
Raymond Terrace

o Alibrary lounge in Medowse with
options including” inclusion wih
the existing Community Centre,
new facilites on Council owned
land (e g. as part of the
Ferodale Park Sports Complex
or on Council owned land in
proximity to the town centra)

"3 Sports fields and associated
facilibes

)
4 Dramage/Vater management

|5 Traffic and transport

To accommodate future population
growth with adequate modern
facities

Identity a catchment wide solution to
dranage and water quality in
collaboration with Hunter Water
because large areas of Medowie are
located within the Grahamstown Dam
Drinking Water Catchment which is a
major source of drinking water for the
Region and also significant areas
within Medowie are flood prone and
are subject to stormwater detention
requirements. Addibonal urban
development identified in the
Medowie Strategy has the polential lo
impact water quality, fleoding and
stormwater issues and requires
careful consideration

Need for belter connectvity and

accessibdity and to improve amenity
for residents with consideration of
existing infrastructure, intersections
and property access points

Upgrade ntersection treatments for
the safety of pedestrians and cyclisis

Establish a road network that will
accommodate future bus routes within
400m radius to the nearest bus stop
Integration of future land release and
_connection to urban release areas

* Focus on ongoing
improvements to existing local
and district facilities within
Medowie (e.g. implementation
of adopled Ferodale Park
Sports Complex Master Plan
and adding 1o existing skate
park and tennis facilites at Boyd
Oval)

* [Drainage Strategy developed in
partnership with Hunter Water
Corporation

* |mprove amenity to eliminate
trips through nesghbourhoods
(e.g. less use of Fairlands
Road)

¢ Provide traffic and transport
infrastructure upgrades as
identbfied in the tables below
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INFRASTRUCTURE/ASSET

6 Public toilets

DRAFT STRATEGIC ASSET MANAGEMENT PLAN

AlM
Provision of pubhc amenities in the
town centre

ACTION/QUTCOME

o Currently pubhc toilets are
located on the southern side of

Ferodale Drive, adyoining a
small park and the community
buikdings Public amenities are
required centrally located to the
retail and business areas of
town

| 7 Kerbs and guttering

Amenty and functionality of the town | ¢ Not all parts of the town cenlre
centre have kerb and guttenng and

should be pnoritised to service
local business and shoppers in
the town centre

Table 3: Medowie Infrastructure Aims

Table 4: Medowie - Road Transpo

Location

Medowie Road (North of Boundary
Road)

Infrastructure
Works

Gateway treatment at entrance to Medowie and change in speed zone
from 100km/h to 70km/h

Medowie Road (between Boundary
Road and Kirang Drive)

Horizontal displacement mid-block treatment

Medowie Road (North of Kindlebark
Drive)

Gateway treatment and change in speed zone from 80kmvh to 50kmmh

Medowie Road (South of Ferodale
Road)

Gateway trealment at change in speed zone from 70km/h 1o 50km'h

Medowie Road (South of South
Street)

(Faurlands Road to Industnal Road)

Lisadel and Abundance Roads |

Gateway treatment at entry to Medowie and change in speed zone from
80km/h to 70kmv/h

Maintain 70km/h speed zone fo promote this route as the westemn entry
into Medowie. Investigate widening of road pavement lo provide a
minimum carmageway width of 11m (2 x 3.5m wide traffic, 2 x 2m wide
road shoulders. Current width vanes but has a general minimum of 7m (2
x 3.0m wide traffic lanes 2 x 0 5m wide road shoulders)

Lisadell Road (at Fairfands Road)

Roundabout intersection. Short-term priority to widen road shoulder for
left turn into Fawrlands Road

Lisadell Road (at Abundance Road)

Investigate possible road reabgnment — infroduce horizontal curve to
create a T intersection with priority given to the through movement

Abundance Drive (South of Industrial
Road)

Gateway treatment at change in speed zone from 70km/h to 50km‘h

Abundance Dnve (at Ferodale Road)

Ferodale Road (at Kirrang Drive)

Roundabout ntersection. Sygnpost Abundance Road as the route to
Raymond Teqace
Existing roundabout ~ upgrade to current geometric standards

Ferodale Road (at Peppertres Road)

Roundabout intersection to replace existing T intersection

Ferodale Road (at man access to
commercial land)

Roundabout intersection to replace several access driveways

Peppertree Road (Ferodale Road to
Medowie Road)

Exiension (at the same width of Peppertree Road) including kerd and
gutter and bus zone to the north, then east to connect through to
Medowie Road between properties at 785 and 787 Medowie Road along
with upgrading of intersection
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Location Works

Medowie Road (at Brocklesby Road) Roundabout intersection (to suit possible future development on west
side of Medowie Road)

Medowie Road (at Blueberry Road) ‘ Improve channelization of existing intersection — shoulder widening and
feft tum lane

Medowie Road (at Kindlebark Drive) Roundabout intersection

Table 5: Future Pedestrian and Cycle Network Infrastructure
Location Works
Various roads (on.road routes within | Implement 50km/h area speed zoning with share the road signs

residential areas) | supplemented with pavemen! markings (50 numerals and bicycle
| logos) at regular intervals throughout area

O Medowie Road (Medowie Road to | Off-road shared path within cadasiral corndor
Cherry Tree Close)

Medowie Road (Siver Watlle Drive 10 | Off-road shared path on east side

Ferodale Road)
Various Road (on-road routes within | Implement 50kmh area speed zoning with share the road signs
residential areas) | supplemented with pavement markings (50 numerals and bcycle

| logos) at regular intervals
Off Ford Avenue (Ford Avenue to Sylvan | Complete off-road shared path within cadastral cormdor

Avenue) |

Medowie Road | Al Silver Wattle Drive ~ Install pedestrian refuge 1sland

Silver Watlle Drive (at Medowie Road) | Install pedestrian refuge island

Medowie Road (at Ferodale Road) | Upgrade pedestnan refuge island to current standards

Kirrang Drve (al Ferodale Road) Inslall pedestrian refuge island

Brocklesby Road (at Ferodale Road) | Install pedestrian refuge island to replace existing median with no
| padesirian refuge

Various intersections . Examples

| Ferodale Road at Waropara Road
Ferodale Road at Bottlebrush Avenue

. Ferodale Road at Kirrang Dnve

| Install kerb retums

| Ease grades on shared path at approach to kerb ramps
Install kerb ramps or modify o standards
Install shared path and give way signage and logos

Medowie Road (Boundary Road 1o | Offroad shared path on wes! sikde 1o fulure residential area
Kirrang Drive) Investigate possible alternate route — Boundary Road lo Federabon
| Drive via Settiers Close/Overland Avenue/Explorers Close

Medowie Road (Federation Close 1o | Off-road shared path on east side
Kindiebark Drive)

Medowie Road (at Kirrang | Upgrade pedestnan refuge island to current standards
Dnve'Faderation Drive)

i

Medowie Road (south of Kindlebark | Upgrade pedestnan refuge island to current standards
Dnve at existing bus stops) |
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Location Works

Medowie Road (south of Ferodale Road | Install pedestrian refuge island
at small commercial centre)

Medowie Road (at Blueberry Road) Install pedestrian refuge island

Forodale Road (west of Medowie Road) Upgrade pedestnan refuge to current standards

Off Wiga Road (Wilga Road to town | Off-road shared path with bridge over creek

centre)

Kimang Drve (Ferodale Road 1o | Off-road shared path west side

Medowie Road)

Brockleshy Rd (Medowse Road to | Off-road shared path north and west side

Ferodale Road)

Medowie Road (Ferodale Road to South | Off-road shared path east side

Street)

Ferodale Road Off-road shared path south side —~ Kirang Drive to Coachwood Drive

Medowie Road to Coachwood Drive & Kirrang Drive to Medowie Road

Medowie Road (Ferodale Road to | Off-road shared path west side
approximatety 500m south)

Waropara Road (Ferodale Road to | Offroad shared path east side
Medowie Christian School)
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