Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda Thursday, 12 December 2024

10. GOVERNANCE AND FINANCIAL REPORTS

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION
IMPLEMENTATION PLAN AND FINANCIAL SUSTAINABILITY PLANS

REPORT AUTHOR: INTERIM GENERAL MANAGER

EXECUTIVE SUMMARY:

The purpose of this report is to provide Council with the De-amalgamation Implementation Plan and
Financial Sustainability Plan for consideration. The purpose of the plans is to provide a clear pathway for
two new sustainable Councils. Tables 2 & 3 contained within the original report have also been updated
to reflect the latest figures contained within the Financial Sustainability Plan.

RECOMMENDATION:

THAT COUNCIL:

1. Note the late report and consider it in conjunction with the substantive report (Item
10.2).

BACKGROUND:
Refer to Report 10.2.
REPORT:

The impact of the SRV and uplift in other revenue sources is outlined in Table 2 for Tumut and Table 3
for Tumbarumba.
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Table 2 — Revenue raising strategies for the proposed new Tumut Council.

Initiative

Scenario 3

Scenario 3.1

Special Rating
Variation

Term 1 - 2%pa for 3
WEars

Term 2 - 2%pa for 4
YEars

Cumulative Impact
over 7 years 14.87%

Term 1 - One-off SRV
of 10% in Year 1

Cumulative Impact
over 7 years10%

Uplift in Utility Annual
Charges (water,
sewerage, Waste)

Term1 (3yrs)-3%pa
Term 2 {dyrs) — 3%pa
Note abowve CPI

Term1 (3yrs) - 3%pa
Term 2 (dyrs) - 3%pa
Note above CPI

Uplift in Utility User
Charges (water,
sewerage, Waste)

Term {3yrs) - 3%pa
Term 2 {dyrs) - 3%pa
Note above CPI

Term {3yrs) - 3%pa
Term 2 {dyrs) - 3%pa
MNote above CPI

Uplift in regulatory
fees (Development,
Certificates, Animal,

Weeds, Food etc.

Term (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPJ

Term1 (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPI

Uplift in Commercial
Fees (Childcare, Aged
Care, Cemeteries,
Aerodrome, Quarries,
Caravan Parks etc.

Term (3yrs) - 2.5%pa

Term 2 (dyrs) -
2.5%pa

Note abowve CPI

Term1 (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPI

Uplift in property
leases and licences

Term1 (3yrs) - 2.5%pa

Term 2 (dyrs) -
2.5%pa

Note above CPI

Term1 (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPI

Uplift in Contract and
Private Works Income

Term (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note abowve CPI

Term1 (3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPI

Introduction of
Drainage Annual
Charge inUrban areas

Term1 (3yrs)— 3%pa
Term 2 {dyrs) — 3%pa
Note abowve CPI

Term1 (3yrs) - 3%pa
Term 2 (dyrs) - 3%pa
Note above CPI
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Table 3 — Revenue raising strategies for the proposed new Tumbarumba Council.

Initiative Scenario 3 Scenario 3.1 Scanario 3.2
Special Rating Term 1-7.5% paford | Term1-One-cff SRV Term 1 One-off SRV of
Variation years of 50% in Yeari 209 in Year 1
Term2-7.5% paford | Cumulative Impact Term 2 - One-off SAY
years over 7 years 50% of 20% in Year 4
Cumulative Impact Cumulative Impact
over 7 years 65.9% over 7 years 44%
Updlift in Litility Annuwal | Term1 (3yrs)- 10sepa | Term (3yrs) - 100epa | Termd (3yrs) - 10%pa
EE:J::EZ:?:?;:{;J Term 2 (dyrs)- 100spa | Term 2 (dyrs)- 10%pa | Term 2 [dyrs) - 10%pa

MNote above CPI

Mote abowve CPI

MNote abowve CPI

Uplift in Whility User
Charges (water,
sewerage, Waste)

Term1 [3yrs) - 3sapa
Term 2 [dyrs) - Zvapa
Nota abova CPI

Term1 [3yrs) - 10%epa
Term 2 [dyrs) - Spa
Nota sbove CPI

Term1 [3yrs) - 10pa
Term 2 (dyrs) - Spe
Nota above CPI

Uplift in regulatory
fees [Development,
Certificates, Animal,

Weeds, Food etc.

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

MNota above CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5uepa

MNota abowva CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

Nota abowva CPI

Uplift imn Commercial
Fees (Childcare, Aged
Care, Cemeteries,
Aercdrome, Quarries,
Caravan Parks etc.

Term1 (3yrs) - 2.5%pa

Tarm 2 [dyrs) -
2.508pa

MNote abowve CPJ

Term1 [3yrs) - 2.5%pa

Tearm 2 [dyrs) -
2.5%pa

MNote abowa CPI

Term1 [3yrs) - 2.586pa

Term 2 [dyrs) -
2.5%pa

Note abowve CPI

Uplift io property
leases and licences

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

MNota abowve CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5uepa

MNota abowva CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

MNota abowva CPI

Uplift in Contract and
Private Works Income

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

MNota above CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5uepa

MNota abowva CPI

Term1 [3yrs) - 2.5%pa

Term 2 [dyrs) -
2.5%pa

Nota abowva CPI

Introduction of

Drainage Annual
Charge in Urban areas

Term1 [3yrs) - 3sapa
Term 2 [dyrs) - Zvapa
MNota abova CPI

Term1 [3yrs) - 10%epa
Term 2 [dyrs) - Spa
MNota sbova CPI

Term1 [3yrs) - 10pa
Term 2 (dyrs) - Spe
Nota above CPI

LINK TO COMMUNITY STRATEGIC PLAN AND DELIVERY AND OPERATIONAL PLAN:
FINANCIAL AND RESOURCES IMPLICATIONS:

POLICY, LEGAL AND STATUTORY IMPLICATIONS:

Refer to Report 10.2.

RISK MANAGEMENT / COST BENEFIT ANALYSIS:

Refer to Report 10.2.
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OPTIONS:

Refer to Report 10.2.

COUNCIL SEAL REQUIRED:

Refer to Report 10.2.

COMMUNITY ENGAGEMENT AND COMMUNICATION:
Refer to Report 10.2.

ATTACHMENTS

1. De-amalgamation Implementation Plan

2. Financial Sustainability Plan
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Attachment 1 - 20241209 De-amalgamation Implementation Plan

Snowy
Valleys
\ Counzl

DE- AMALGAMATION
IMPLEMENTATION PLAN

PREPARING TO BUILD TWO NEW ORGANISATIONS

December 2024
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EXECUTIVE SUMMARY

In June 2022 Council unanimously resolved to pursue a de-amalgamation of Snowy Valleys
Council into the two former Councils of Tumut and Tumbarumba.

Later, Council appointed the University of Newcastle’s Institute of Regional Futures led by
Professor Jospeh Drew to prepare a Business Case ‘Snowy Valleys Council — Evidence
regarding the Advantages and Disadvantages of De-amalgamation’. This was endorsed by
Council at the June 2023 meeting and forwarded to the Minister for Local Government, the
Hon. Ron Hoenig MP on 15 September 2023. The Minister then referred Council's Business
Case to the Local Government Boundaries Commission for examination.

This De-amalgamation Implementation Plan (DIP) provides a detailed Plan to separate
Snowy Valleys Council into the former Tumut Council and Tumbarumba Council. The
Financial Sustainability Plan (FSP) included in the DIP outlines the actions required of
Snowy Valleys Councillors (and potentially the elected members of two new councils) to
establish two new financially sustainable councils.

Section 8 of the Local Government Act 1993, sets out the guiding principles for councils
including:

¢ The principles of sound financial management and
s Integrated Planning and Reporting Principles that apply to councils.

It is fair to say that even after eight years of the amalgamation of Tumut and Tumbarumba
Local Government Areas (LGA's), Snowy Valleys Council has found it difficult to uphold
those principles.

Council recognises that a de-amalgamation of Snowy Valleys Council will be complex to
achieve and will require the development of detailed and staged De-amalgamation
Implementation Plans and a comprehensive Financial Sustainability Plan (FSP).

This Plan for Stage One of the De-amalgamation Implementation Plan, and once the de-
amalgamation is approved, Stage 2, will be implemented which will require temporary
resources and specialist consultants to establish the financial, legal, service and asset
foundations for the new councils.

It is recognised that the recent amendments to the Local Government Act 1993 will enable
the Minister to make either or both a grant or a loan to the new council to defray the costs of
amalgamation.

The relevant section of the Act is reproduced below.

[7] Section 218CC(6A)
Insert after section 218CC(6)—
(6A)  For the purposes of subsection (6), the Minister may make either or both of the
following—
(a) a grant, not exceeding $5 million, to the new council to offset the
financial impacts of the de-amalgamation,

(b) aloan to the new council, at interest rates determined by the New South
Wales Treasury Corporation, to defray de-amalgamation costs.

It is well documented that the financial position of Snowy Valleys Council is weak, and
funding from the State Government is essential to affecting an orderly de-amalgamation of
Council into two new councils.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 3
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Council has established a De-amalgamation Steering Committee and a number of Working
Groups to ensure that a de-amalgamation is delivered efficiently and effectively over a
timeframe of up to 12 months. More details on the structure of the Steering Committee and
Working Groups are included on Page 17.

It should however be recognised by councillors, staff and our communities that the new
councils will be quite different to the former councils, as much has changed in the Local
Govemment sector, as well as other external factors, such as a continuation of cost shifting,
limited revenue streams and skill shortages. If two new councils are established, they will be
very different to their predecessors. Without interventions, the new councils will not have
sufficient revenue streams to fund their operations and/or adequately staff two separate
organisations.

Resource sharing and/or contractor arrangements between councils will be necessary at
least in the short term until elected councils and independent General Managers can assess
future needs (range of services and service levels) for their respective organisations.

The new councils will improve representation with seven councillors proposed for both
Tumut and Tumbarumba Councils, with the potential for Tumbarumba Council to have as
few as five councillors. Snowy Valleys Council is currently classified as a Group 11 (Large
Rural) council. Following a de-amalgamation, Tumut Council is likely to remain a Group 11
council and Tumbarumba Council would be Group 9 (Rural), as are Balranald, Coolamon,
Lockhart, Walcha etc.

It is proposed that Snowy Valleys Council would continue to operate and deliver services to
the community until Proclamation Day, proposed to be 1 July 2026. Prior to a proclamation
of two new councils, it will be necessary to recruit new General Managers to the two new
councils to assist in preparing for the changeover. The proclamation will also need to appoint
administrators to both new Councils to enable the NSW Electoral Commission to hold
elections for the two new Councils.

As articulated in the De-amalgamation Road Map, the process will be separated into two
distinct stages; Stage 1 which will prepare the De-amalgamation Implementation Plan and
Stage 2 which will prepare for the proclamation of two new councils and enable the separate
entities to operate effectively from the Proclamation Day.

A Financial Sustainability Plan for SVC, as well as a Financial Sustainability Review of the
proposed two new Councils, Tumut and Tumbarumba, have been undertaken. This has
included initially ascertaining the financial health of SVC.

A key component of the de-amalgamation process for SVC will be the conduct of a
Constitutional Referendum in accordance with sections 218 CD (5-8) of the Local
Government Act 1993 which needs to occur before many of the actions below can be
undertaken.

Key actions to be undertaken include:

« Nominally apportion the 2024/2025 operational revenues and expenditure to the two
new Councils

¢ Establish the sustainability principles to guide the two new Councils.

* |dentify revenue-raising options and setting for the two new Councils.

» Forecast financial and asset results to demonstrate an attainment of a ‘moderate’
sustainability rating by the end of the first new Council term, with a progression to a
‘sound’ rating by the end of the first Long Term Financial Plan.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 4

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS Page 12



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda

Thursday, 12 December 2024

The preparatory work by SVC undertaken before proclamation creating the two new
Councils includes:

Pre-Proclamation

Finalise the Asset Management Plans for all asset classes to reflect/confirm asset
condition, useful life, valuation and renewals.
Identify, formalise and cost current service and asset offerings to enable the new
Councillors to establish service levels settings for their individual communities within
the financial capacity of the Council.
Review the pricing principles and rates of return established by SVC for non-critical
discretionary service offerings.
Review and finalise the distribution methodologies of built, staff and cash assets with
values to be confirmed at a final audit of the SVC financial statements.
Review and determine the technology systems for the two new Councils.
Interrogate and establish relevant registers and reports to demonstrate governance
and compliance.
Engage GM elects or Interim GM’s for the new Councils, enabling time for the interim
organisation structures to be formed and the process of transferring staff into the new
structures.
Establish agreements to share identified resources (including staff), services and
facilities as identified in the FSP).
Establishment of the Transfer Project Management Office that will:
» Scope tasks required and identify resources required i.e. existing staff,
temporary staff, specialist consultants or contractors
» Confirm the costs of implementing the de-amalgamation
» Ensure strategies are implemented to maintain or ideally increase
unrestricted working capital.
» Ensure procedures are implemented to capture costs of the de-amalgamation
for invoicing to the relevant Council.
Secure funding from the NSW State Government to fund the de-amalgamation
through a combination of a grants and loans as provided by section 218CC (6A) of
the Local Government Act 1993.

Post Proclamation

Negotiate a 1 July 2026 transfer date.

Transition the new Councils under leadership of the GM Elects or Interim General
Managers.

Arrange the elections for the new Councils.

Arrange the final audit and wind-up of SVC.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations
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BACKGROUND

On 12 May 2016, the NSW Government merged Tumbarumba Shire Council and Tumut
Shire Council by proclamation to create Snowy Valleys Council. At that time, the NSW
Government appointed an Administrator to oversee the implementation of the new council
until elections were held in September 2017.

The Snowy Valleys Council region is located in the western foothills of the Snowy Mountains,
bordered by Kosciuszko National Park in the east and the Murray River to the south. It has a
modest population of around 15,000 people and covers 8,960 square kilometres (191km
north/south and 102km east/west). Agriculture and softwood timber industries, including
Australia’s largest softwood processing mill provide the region’s economic base. The vast
local government area created includes the towns and villages of Adelong, Batlow, Brungle,
Jingellic, Khancoban, Rosewood, Talbingo, Tumbarumba and Tumut.

Despite linkages through the softwood timber industry, the former Tumut and Tumbarumba
Local Government Areas (LGA) are very disparate communities and as is well documented,
residents of the former Tumbarumba LGA have been hostile to amalgamation before and
after the 2016 announcement.

This amalgamation opposition led, on 4 March 2019, to the submission of a proposal by
Save Tumbarumba Shire Inc. to the Minister for Local Government under section 215(1) of
the Local Government Act 1993 to alter the boundaries of Snowy Valleys Local Government
Area and create a new local government area.

Subsequently, it was noted in the February 2021 report by the Local Government
Boundaries Commission (LGBC) on the examination of the above proposal that there
continues to be substantial opposition to the 2016 amalgamation, particularly by the
residents and ratepayers of the former Tumbarumba Shire.

The LGBC’s examination of the proposal to alter the boundaries of Snowy Valleys Council
LGA and create a new local government area recommended that notwithstanding the
challenges a “de-amalgamated” Tumbarumba Shire would face, the proposal be
implemented. Despite the recommendation of the LGBC, the then Minster for Local
Govermnment the Hon. Shelley Hancock MP determined that the NSW Government would not
proceed with the de-amalgamation proposal for Snowy Valleys Council.

Following amendments to the Local Government Act 1993 to include section 218 CC (now
partially repealed), local councils may, within 10 years of the constitution of the new area,
submit a written business case to the Minister.

At the 18 August 2022 meeting, Snowy Valleys Council resolved the following in accordance
with 218 CC of the Local Government Act 1993:

M229/22 RESOLVED:
THAT COUNCIL:

1. Seeks proposals for the preparation of a business case for the demerger of Snowy Valleys Council
and the reinstatement of the former councils of Tumut and Tumbarumba subject to the Minister
deciding to allow the demerger of Cootamundra Gundagai Regional Council;

2. Notifies the NSW Government of the intention to develop a business case for demerger;

3. Should the demerger of Cootamundra/Gundagai Regional Council be successful, follow the
process for demerger that is set out in section 218CC of the Local Government Act.

Cr James Hayes/Cr John Larter
CARRIED UNANIMOUSLY

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 6
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The University of Newcastle Institute of Regional Futures led by Prof. Joseph Drew was
engaged to prepare a Business Case on Council’s behalf. The completed Business Case
was presented to Council at the 22 June 2023 meeting where the following was resolved:

M92/23 RESOLVED THAT:

1. Council receive the report 'Snowy Valleys Council — Evidence Regarding Advantages and
Disadvantages of De-amalgamation';

2. Council commit to pursuing de-amalgamation subject to State funding;

3. Council provide the final report to the Minister and invite the Minister to meet with the full Council
to discuss same;

4. The local members, Dr Joe McGirr MP and Justin Clancy MP, be asked to assist and participate
with the meeting proposed in Part 3 above;

5. The matter be further considered after the meeting with the Minister.

Cr James Hayes/Cr Brent Livermore
CARRIED UNANIMOUSLY

In accordance with Resolution M92/23 the Mayor and Deputy Mayor met with the Minister for
Local Government on 5 July 2023 where Snowy Valleys Council was encouraged to submit
the report by the University of Newcastle as Council’s Business Case. The Business Case
was ultimately forwarded to the Minister for Local Government on 12 September 2023.

Council was delighted to host a meeting with the Minister for Local Government at Tumut on
28 February 2024 to further inform the Minister as to the desire of the Snowy Valleys Council
communities to de-amalgamate.

The Local Government Boundaries Commission held Public Hearings on Council’'s Business
Case at Tumbarumba on Wednesday 29 May 2024 and at Tumut on Thursday 30 May 2024.
During the Public Hearings the Chair of the Commission Mr Peter Duncan advised that their
decision would be reserved until such time that Council had submitted a De-amalgamation
Implementation Plan and a Financial Sustainability Plan (FSP) broadly in accordance with
section 218 CD (1) (a) and Schedule 10, Part 2 clause 3 of the Local Government Act 1993.

Previous and Current Proposal

The de-amalgamation of Snowy Valleys Council has previously been subject to an elector
proposal in 2020 that was referred to and examined by the LGBC in 2020 and 2021. In 2021
the LGBC recommended the following:

Recommendation: Notwithstanding the financial challenges a “demerged” Tumbarumba Shire will
face, the Commission recommends that the Proposal be implemented.

Table 1 outlines the timetable of significant actions towards de-amalgamation.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 7
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2021 | « LGBC recommended that de-amalgamation proposal be implemented

o LG Minuster did not determine in favour of de-amalgamation

Sept | 2022 | e Resolution (M255/22) that Council request Minister for Local
Government to de-amalgamate SVC

o Council sought proposals for preparation of business case for de-
amalgamation

2022 | e Mayor met with LG Minister — clarffication on de-amalgamation process

2022 | o Unwersity of Newcastle Institute of Regional Futures led by Prof

Joseph Drew engaged to prepare business case

Jan | 2023 | e Invitation to communty groups to provide feedback towards business

case

Apnl 2023 | o Community presentations (Tumbarumba & Tumut) of Prof Drew

business case for de-amalgamation

May (2023 | eProf Drew business case for de-amalgamation complete following

community presentations/feedback; available on SVC website

June | 2023 | e Business case presented to Council

» Council resolved to pursue de-amalgamation subject to State funding

July (2023 | e Mayor, Deputy Mayor & Member for Wagga Wagga met with Minister

for Local Govemment to discuss de-amalgamation

Segt. 2023 | o De-amalgamation Business Case submitted to Minister for Local
Government

o Minsster for Local Government referred to NSW Local Government
Boundanes Commission

Feb | 2024 | e Follow up meeting with Minister for Local Government at Tumut

May |2024 | e LGBC Public Heanngs (29/5 Tumbarumba & 30/5 Tumut)

Oct | 2024 | o New Council sworn in

Nov. | 2024 | o Mayor & Member for Wagga Wagga met with Minister for Local
Government fo discuss de-amalgamation

g%

Table 1

Recent changes to the Local Government Act 1993 and the introduction of section 218 CC
6 (a), provide the Minister for Local Government and the Office of Local Government with a
pathway to fund de-amalgamation costs of Snowy Valleys Council. The relevant section is
reproduced below.

Section 218CC(6A)
Insert after section 218CC(6)—
(6A) For the purposes of subsection (6), the Minister may make either or both of the
following—

(a) a grant, not exceeding $5 million, to the new council to offset the
financial impacts of the de-amalgamation,

(b) aloan to the new council, at interest rates determined by the New South
Wales Treasury Corporation, to defray de-amalgamation costs.

It should be noted however that whilst the Local Government Amendment (de-
amalgamation) Bill has passed both houses of Parliament and was assented on 20 May
2024 it is yet to come into force. Recent discussions with the Office of Local Government
has advised that Regulations and Savings and Transitional arrangements to support the
amendments to the Local Government Act 1993 should be finalised in early 2025.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 8
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OBJECTIVES

In releasing a new pathway forward for a de-amalgamation of the Cootamundra-Gundagai
Regional Council, the Minister for Local Government made it clear that councils wishing to
de-amalgamate will need to develop a detailed implementation plan that would create two
sustainable councils.

For Snowy Valleys Council, the De-amalgamation Implementation Plan will form a crucial
document for the Local Government Boundaries Commission’s examination of Council’s
proposal submitted under section 215 of the Local Government Act 1993.

Recent amendments to the Local Government Act 1993 to introduce section 218 CD,
outlines the process for de-amalgamation proposals and Schedule 10 Part 2, section 3
outlines the mandatory inclusions for a business case. These requirements will form the
basis of Council’s DIP and FSP.

3  Written business case
A business case under section 218CD(1)(a) must include the following—
(a) astatement that the amalgamated council—
(1) has consulted the community about the business case, and
(ii) by resolution, supports the de-amalgamation proposal,
(b) details of the following—
(1) the estimated financial impacts of the de-amalgamation,
(i1)  how the amalgamated council will finance the de-amalgamation,
(111)  whether the business case assumes a grant will be made by the
Minister to the new council to offset the financial impacts of the
de-amalgamation and, if so, the amount of the assumed grant,

(iv)  whether the business case assumes the amalgamated council will
receive a loan from the Minister to defray de-amalgamation costs
and, if so, the assumed amount and terms of the loan,

(c) an estimate of the rates and charges that the councils for the
de-amalgamated areas may make and levy after de-amalgamation,

(d) details of the future sustainability, long-term strategic plans and service
delivery capacity of the proposed councils to be constituted as a result
of the proposed de-amalgamation,

(e) other matters prescribed by the regulations, if any.

As part of establishing the future sustainability of two new councils, Snowy Valleys Council
has examined the potential for shared service and/or contractor/purchaser arrangements,
some of which were in place prior to the amalgamation in 2016 i.e. Road Safety Officer,
waste collection services in the Tumbarumba township.

In the future, it is possible that a new Tumut Shire Council may also explore opportunities
with a newly constituted Gundagai Council and Tumbarumba Shire Council may explore
opportunities with Greater Hume and/or Towong Shire Council in Victoria to share/contract
services.

In determining the future sustainability of two new councils, consideration will need to be
given to:

e The need for Special Rating Variations
e Duplication of Executive Staff
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¢ Availability and turnover of skilled staff
* Availability of suitable and qualified consultants to affect the de-amalgamation and
supplement skill gaps.

Snowy Valleys Council is continuing to review service and staffing levels and opportunities to
increase revenue streams. It is expected that this will need to be a focus of both new
councils if financial sustainability is to be achieved.

The FSP’s developed for the two new Councils and particularly Tumbarumba will require the
elected Councillors to make hard decisions in relation to Special Rate Variations (SRV)s and
increases to Annual and User charges if financial sustainability is to be achieved and
maintained.

Alternatively, the two new Councils may have to review their service offerings as recent
decisions by SVC in this area have proved very unpopular and communities in the main are
looking for efficiency gains.

SVC will remain operational through the de-amalgamation implementation period and
continue for a period after proclamation to ensure the orderly windup and audit of its financial
statements.
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SCOPE

The De-amalgamation Implementation Plan has been developed after taking into
consideration the new Pathway issued by the Minister for Local Government to
Cootamundra-Gundagai Regional Council in October 2023 and recent changes to the Local
Government Act 1993 through the Local Government Amendment (de-amalgamations) Bill
2024.

Key issues addressed include:

* Where the boundaries should be

s Electoral matters such as Wards, numbers of Councillors and the method of electing
the Mayor

+ Division and sharing of assets and liabilities

* Allocation of staff, as well as management and organisational structures

¢ Rate levels and charges

¢ Service standards and shared service arrangements

Stage One of the De-amalgamation Implementation Plan includes financial, asset, legal and
workforce information extracted from the former councils of Tumut and Tumbarumba and the
existing Snowy Valleys Council.

The accompanying FSP will provide coverage of:

+ Proclamation
v New LGA Boundaries
v" Elections and number of Councillors for new entity
¥v" Wards or an undivided area
¥ Indicative matters for inclusion in the proclamation
+ Key deliverables including
Developing transfer methodology options
Financial matters, including the transfer of assets and liabilities
Staffing and interim organisational structures
Interim service delivery arrangements
Establishment and continuity of business systems
Information communications technology strategy
Details of contracts to be transferred to the new council and any new
contracts required
Transfer of legal proceedings
Planning
Community engagement and communications plan

SNENENENENENEN

ANENEN
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VARIABLES/RISKS

A de-amalgamation is a very complex undertaking, more so than an amalgamation because
the two new Councils must be ready to operate from day one of the proclamation. This will
require significant lead-in time and does not come without a number of variables and risks
which are outlined in the Risks section later in the document.

Recent legislative changes to the Local Government Act 1993 does provide the Minister for
Local Government with the ability to provide a grant and/or a loan to defray the costs of a de-
amalgamation. At this point it is not known whether the State Government has an appetite to
fund or at least partially fund Council de-amalgamations. This is a significant risk to Council’'s
Business Case.

Another major risk to the disentanglement of technology and the business software systems
is whether both new Council’s remain with TechOne or a new Tumbarumba Council moves
to the Civica Authority Platform.

The figure below outlines the timeline.

Figure 1
STAGE 1
Oct/Nov 2024 Dec 2024 - Feb 2025 Apr 2025 July/Aug 2025
e W |I OLG/LGBC Ministerial Approval
STAGE 2
Oct. 2025 Mar 2026 1 July 2026 Oct 2026

General

Managers
Elect. /Interim Proclamation [New Council Electons]

appointed

Note: TPMO = Transition Project Management Office

Assuming that LGBC recommend that a de-amalgamation should proceed and the Minister
approves the conduct of a referendum under section 218 CD (4) and Part 3 section 4 (1) it is
anticipated that the referendum could be held in July/August 2025. If successful, the
Transition Project Management Office (TPMO) could be established in the last quarter of
2025 in preparation for a 1 July 2026 proclamation date.

It is intended that approximately three months before Proclamation Day, General Manager
Elects, or Interim General Managers would be appointed for the two new Councils to assist
with the transition, review interim structures and shared service arrangements etc. to ensure
business as usual. It is expected that Councillors elections will be held in accordance with
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Part 4 section 8 (2) “as soon as practicable after the de-amalgamation but on longer than 12

months after the de-amalgamation”.

Further, it is expected that the new Councils would rely on the SVC Community Strategic

Plan and Delivery Plan to develop separate Operational Plans for the two new Councils. The

newly elected Councils would then oversee the preparation of the new suite of Integrated

Planning and Reporting documents required under the Local Government Act 1993.

SVC would continue to operate with an Interim/Acting General Manager until the new

Councils commence and finalise the transition and audit of final financial statements of SVC

and opening balances of the new Councils.

ELECTORAL AND REPRESENTATION

It is proposed that the de-amalgamation will be on the basis of re-establishing the former
Tumut and Tumbarumba local government areas as outlined in Figure 2 below.

Recommendation 1

Electoral 21LGA's
Figure 2 — LGA Map N7 /

s W

Council

\< Snowy ...
Y % Valleys —_ __~—
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Representation

It is noted that under section 224 of the Local Government Act 1993 a council must have at
least five and no more than 15 Councillors (one of whom is the Mayor).

Table 2 below outlines representation for Tumut Shire based on seven representatives which
is the same as pre-amalgamation Councillors numbers. The former Tumbarumba Shire
Council had eight elected representatives, however if the de-amalgamation is approved,
seven or even five Councillors may be more appropriate.

Table 2 — Representation

Area Population (ERP) | Representation
Snowy Valleys Council — 9 8,959 14,946 1,661
Councillors
Tumut — 7 Councillors 4,567 11,429 1,633
Tumbarumba -5 4,392 3,517 703
Councillors

Recommendation 2
Undivided Area or Wards

Both Tumut and Tumbarumba Shire Councils operated on the basis of undivided areas. It is
proposed that the Proclamation on representation should be based on that premise.

Recommendation 3
Method of electing the Mayor

Both Tumut and Tumbarumba Councils elected the Mayor from among their numbers (sec
227 (a)) which is also the case for Snowy Valleys Council.

It is proposed that a re-constituted Tumut and Tumbarumba Councils elect their Mayor by
way of the Councillors from among their number.

Recommendation 4
Council Elections

The Mayor and Interim General Manager met with the Minister for Local Government, the
Hon. Ron Hoenig MP, on 16 May 2024 requesting a deferral of the election which was
denied. It is assumed that the Local Government Boundaries Commission (LGBC) would be
in a position to make a recommendation to the Minster in March/April 2025 on Council’s
proposal. Should the LGBC again recommend that Snowy Valleys Council be de-
amalgamated, and supported by the Minister for Local Government, it is possible that a
Constitutional Referendum Council would be held in early/mid 2025.

Based on the above timeline, a Proclamation date of 1 July 2026 would enable sufficient
time for an orderly transition to the two new councils. The newly constituted Tumut and
Tumbarumba Councils could hold elections mid-term in September 2026.

It is noted that Schedule 10, Part 4, section 8 states that elections for newly constituted
areas must be held as soon as practicable but not later than 12 months after the de-
amalgamation.
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8 Elections following de-amalgamations

(1) An election must be called for the newly constituted areas resulting from a
de-amalgamation.

(2) The election must be held as soon as J)racticable after the de-amalgamation,
but not later than 12 months after the de-amalgamation.

(3) Subclause (2) has effect subject to the following—

(a) a Mimster’s postponement of election requirements under the Act,
section 318B,

(b) the terms of the de-amalgamation proclamation.
Recommendation 5

GOVERNANCE STRUCTURE

The SVC organisation structure will largely remain in place during the transition phase until
the Proclamation Day. There may be some movement of staff between the Tumut and
Tumbarumba Offices to prepare for the two new councils post Proclamation Day.

There is little capacity within the existing SVC staffing structure to allocate directly to the de-
amalgamation task, therefore significant additional temporary and contract staff will be
required to assist with the de-amalgamation implementation. These additional resources will
require the support and expertise of existing SVC staff to access the information required.

The existing SVC functional chart is included as Figure 3 below.

Figure 3 — Organisational Structure

General Manager

Growth and Development

Customer Experience Project Management
Information Technology Engineering
Information Management Gis

Libraries Aerodrome

Town Planning
Development
Emaronmental Health

Ranger & Regulatory Services

People & Culture
Work Health & Safety
Children's Services

Community Services

Emergency Management
Asset Flanning & Design
GIS / Mappang
Procurement - Tenders

Place Activation Road Construction &

Ecomonic Development Maimenance
Gavemance Utilities, Open Space & Faciliies;

Risk Management
Councillor Support
Program Management
Enterprise Systems

Fieet & Depot Management
Utiliies & Waste Business

Communication & Engagement
Corporate Planning
Management Accounting
Financial Accounting

Accounts Payable

Accounts Recievable

Payroll
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De-amalgamation Governance Structure

It is proposed that, similar to the Queensland Local Government De-amalgamation, a
Transition Manager will be engaged, reporting to the Executive. The Transition Manager will
need to be resourced with sufficient staff and contractors to plan for the orderly transition to
two new Councils. It is anticipated that 9 -12 months lead time will be required in the lead up
to Proclamation Day to ensure appropriate testing of new systems.

Further, it is proposed to have General Manager Elects or Interim General Managers in
place for Tumut and Tumbarumba at least 3 months before Proclamation Day to ensure the
new councils are on a sound footing from day one.

The associated costs have been included in the project estimates.

Figure 4 — De-amalgamation Implementation Structure

COUNCILLORS IGM oLG

EXECUTIVE

(DE-AMALGAMATION STEERING COMMITTEE)

TRANSITION MANAGER CONSULTANTS e.g. IT

~ .

GENERAL MANAGER GENERAL MANAGER
ELECT/INTERIM - TUMUT ELECT/INTERIM - TUMBARUMBA

Ideally, Working Group members will become the subject matter experts and then remain
with the new Councils, thereby retaining significant corporate knowledge.
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DE-AMALGAMATION STEERING COMMITTEE

The De-amalgamation Steering Committee shall consist of the following Snowy Valleys
Council staff members: Interim General Manager, Director Community and Corporate and
Executive Manager Growth and Development. Additionally, as the de-amalgamation moves
into stage two the Steering Committee will have two CouncillorfCommunity members
representing the proposed new Tumut and Tumbarumba Council areas.

Working Groups

The following Working Groups have been established to assist the Steering Committee in
establishing the feasibility of the creation of two new councils:

Theme

Led by

Assets

Glen McGrath, Manager Technical Services

Communications

Donna Wilson, Co-ordinator Communications, Activation and
Strategy

Finance

Jess Quilty, Director Community and Corporate

Governance

Michelle Marsh, Coordinator Governance

Information Technology

Rahul Patil, Manager Information Technology

People and Culture

Coordinator People and Culture

Planning

Nick Wilton, Executive Manager Growth and Development

Risk

James Butt, Coordinator Risk and Safety

Service Delivery

Brad Beed, Manager Utilities, Open Space and Facilities

A template was developed for each of the Working Group themes to facilitate the provision of

the following information:

issues identified

Key issues to be considered/addressed

Timeframe to address the issues identified

Additional cost of creating two new councils — short term and long term

What additional resources would be required to address the short and long term

¢ Any other matters requiring consideration by the De-Amalgamation Steering

Committee

Working Group Leads will determine the appropriate staff to form part of each group to
ensure timely and relevant information can be provided to the Steering Committee. It is
anticipated that the Steering Committee and Working Groups will meet monthly.
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DE-AMALGAMATION PROJECT ESTIMATES

The Stage 1 high level estimate (including a contingency of 20%) for the de-amalgamation of
Snowy Valleys Council is in the range of $4.02M to $4.824M.

The estimates have been prepared on the following basis:

Employment of Transition Manager and support staff to implement the DIP
Recommendation 6

Recruitment of General Managers Elect/Interim for new the Tumut and Tumbarumba
Councils, 3 months before Proclamation Day Recommendation 7

Recruitment of temporary staff to assist Snowy Valleys Council staff to support the
implementation of the DIP Recommendation 8

It is assumed that Tumbarumba Council will utilise the TechOne Integrated Business
Software Solution at this point Refer Information Services

The costs of the Referendum and elections for the two new councils will be
considered a de-amalgamation cost Recommendation 9

Table 3 - Project estimates

| STAFF - | ||:|:m5u.r |
ITEM FTE TEMP TPMO . OTHER | TOTAL
$.000
Assets 3 230 k3 230
Communications Included in People and Culture costs below ¥ -
- Referendum - case
development and promotion $ 40 ¥ 40
- Branding including signage
redesign $ 400 ¥ 400
Finance 2% 170 $ 100 '+ 270
Governance 1l 85 $ S0 & 135
$ -

-IT Technical Serices 11 % 43 $ 30 E 73
-IBS5 3 850 ¥ gs0
- Additional EAP support $ 10 ¥ 10
- General Manager
recruitments [2) $ So $ S0
- Rectuitment & redundancies $ 200 $ 200
- Engagement of Change
Management Consultants $ 200 $ 200
- Organisation Structure
Development $ 40 $ 40
- Salary structures and
evaluation $ 15 $ 15
Planning
= system
separationidevelopment 3 160 ¥ 160
Amendment of existing Plans
(exl. LEP and DCP) $ B0 % B0
Risk, Legal etc. 2% 170 $ 50 "+ 220
Semice Delivery $ -
Transition Project Officer 3% 255| ¢ 250 s 505
General Manager's Elect B3| % 163
NS\ EC - Constitutional
Referendum L= 150
Elections 250 | ¢ 250
Taral 9% T23| ¢ 250| % 2485 S63 | ¢ 4,020
Contingency (207) S 804
Total estimated cost $ 4,824

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 18

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS

Page 26



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda Thursday, 12 December 2024

Given the financial position of Snowy Valleys Council, the de-amalgamation will need to be
funded by a grant, a loan, or a combination of both, as provided for by section 218 CC 6A of
the Local Government Act 1993.

The Financial Sustainability Plans for the new councils have been prepared based on each
council securing a loan from NSW Treasury of $1M and securing a grant for the balance of
the de-amalgamation costs. Recommendation 10 & 11

SVC will continue to incur operational costs and de-amalgamation costs up to and post
Proclamation Day and these costs will be apportioned to the new councils in accordance
with the distribution methodology.

It will be important for SVC to review whether there is further operational and capital
expenditure in the 2025/2026 and 2026/2027 financial years to build unrestricted working
capital. Recommendation 12

Once the estimated de-amalgamation costs have been refined, it will be important that the
scope and costs are included in the 2025/2026 and 2026/2027 Operational Plans.
Recommendation 13

It is proposed to utilise TechOne’s Project Management Module to manage and monitor the
progress of de-amalgamation Implementation. Recommendation 14
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CAPACITY

As stated under De-amalgamation Project Estimates, Snowy Valleys Council does not have the
financial capacity to undertake the de-amalgamation and will be reliant on a grant, loan or a
combination of both to implement.

Council’s lack of financial capacity and the need for government assistance is demonstrated by:

¢ Alow level of unrestricted working capital (< $2M) when the prepayment of Financial
Assistant Grants (FAG)s is taken into account.

¢ An inability to restrict the prepayment of the Financial Assistance Grant

+ Alow level of capital works funded by own source revenue

¢ Alack of Internal Reserves that are actually discretionary

It has been well documented that despite it being over 8 years since the amalgamation, the
organisation is still operating in a crisis mode. In addition to the amalgamation, the 2019/2020
Black Summer Bushfires, COVID-19 and 10 natural disaster events have also significantly
impacted on the capacity and maturity of the organisation. This will require additional temporary
staff resources to be engaged to assist with implementing the de-amalgamation.

Despite the amalgamation, the Long-Term Financial Plan and the Financial Sustainability Plan
indicates that Snowy Valleys Council in its current form is not sustainable, with a heavy reliance
on external grants for asset replacement and renewal. External funding provided as a result of
the amalgamation, bushfire recovery, COVID-19 recovery and natural disaster events has
masked the true extent of Council’s financial challenges.

In the 2024/2025 Financial Year (excluding two major external capital works projects) the General
Fund capital works budget is $13.2M and just $3.2M or 24% is funded from own source revenue.

Options canvasses as part of the development of the Financial Sustainability Plan have resulted
in 4 scenarios being developed with Scenario 1 the base (or the do nothing option).

The scenarios explore a number of rates & fees and charges settings to achieve financial
sustainability for Snowy Valleys Council over the next two Council terms and are outlined in Table
4 below.
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Table 4 — SVC Scenario options

Initiative

Scenario 2

Scenario 3

Scenario 4

Special Rating Variation

One-off SRV of 19% in
Year 1 and One -off
increase of 35% in Year 4.

Cumulative Impact over 7
years 47.6%

Term 1 - 10%pa for 3 yrs
Term 2 — 7%pa for 4 yrs

Cumulative Impact over 7
years 52.9%

Term 1 —3.6%oa for 3 yrs
Term 2 —4.3% for 4 yrs

Cumulative Impact over 7
years 32.4%

Uplift in Utility Annual
Charges (water,
sewerage, Waste)

Term1 (3yrs) — 0%pa
Term 2 (4yrs) — 3%pa
Note above CPI

Term1 (3yrs) — 2%pa
Term 2 (dyrs) — 3%pa
Note above CPI

Term1 (3yrs) — 3.5%pa
Term 2 (dyrs) — 4.5%pa
Note above CPI

Uplift in Utility User
Charges (water,
sewerage, Waste)

Term1 (3yrs) — 0%pa
Term 2 (4yrs) — 3%pa
Note above CPI

Term1 (3yrs) — 0%pa
Term 2 (dyrs) — 3%pa
Note above CPI

Term1 (3yrs) — 0%pa
Term 2 (4yrs) — 3%pa
Note above CP!

Uplift in regulatory fees
(Development,
Certificates, Animal,
Weeds, Food etc.

Term1 (3yrs) - 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Term1 (3yrs) - 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CP!

Uplift in Commercial Fees
(Childcare, Aged Care,
Cemeteries, Aerodrome,
Quarries, Caravan Parks
etc.

Term1 (3yrs) — 2.5%pa
Term 2 (dyrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (dyrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Uplift in property leases
and licences

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (dyrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI!

Uplift in Contract and
Private Works Income

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Term1 (3yrs) — 2.5%pa
Term 2 (4yrs) — 2.5%pa
Note above CPI

Introduction of Special
Annual Charges for
Tourism and Emergency
Services

(Note 1)

Term 1 - 25% of costs

Term 2 — 50% of costs

Term 1 - 50% of costs

Term 2 — 75% of costs

Term 1 — 50% of costs

Term 2 — 75% of costs

Introduction of Drainage
Annual Charge in Urban
areas

Term1 (3yrs) — 0%pa
Term 2 (dyrs) — 3%pa
Note above CPI

Term1 (3yrs) — 2%pa
Term 2 (4yrs) - 3%pa
Note above CPI

Term1 (3yrs) — 3.5%pa
Term 2 (4yrs) - 4.5%pa
Note above CPI

Scenario 4 is predicated on the Water and Sewerage Funds being able to pay a dividend to
General Fund of between $1M and $1.6M. The ability for Council’s Utilities to pay a dividend will
not be known until the Integrated Water Cycle Management Planning is completed, scheduled for
31 December 2025. In the event that the Utilities are unable to pay a dividend to General Fund
then additional revenue sources or efficiency savings will need to be generated.

Scenario 4 indicates that over time the settings will generate cash surpluses sufficient for SVC to
maintain and renew their asset base and provide the range and level of services required by the
community.

Full details of the settings for Scenario 4 can be found on pages 89-92 of the FSP.
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FSP’s have also been developed for the proposed two new Councils, however the payment of a
dividend under a de-amalgamation model will not be achievable due to a lack of scale of the
Utilities.

Accordingly, Scenario 3.1 has been adopted by Council as the Scenario most suitable to enable
the new Councils to maintain and renew their asset base and provide the range and level of
services required by the communities.

A snapshot of the impact of Scenario 3 based on a one-off uplift in rates and a phased increase
in rates for the proposed Tumut Council is included in Table 5 below:

Table 5 — Tumut Council

Initiative Scenario 3 Scenario 3.1
Special Rating Term 1 - 2%pa for 3 Term 1 - One-aoft SRV
Variation years af 10% in Year 1

Term 2 - 2%pa for 4
years

Cumulative Impact
over 7 years 14.67%

Cumulative Impact
over 7 years10%

Uplift in Utslity Annual
Charges (water,
sewerage, Waste)

Term1 [3yrs) —3%pa
Term 2 {4yrs] - 3%pa

Note above CPJ

Term1 [3yrs) - 3¥pa
Term 2 |4yrs] - 3% pa

Note above CPI

Uplift in Utility User
Charges |(water,
seweraze, Waste)

Term1 [3yrs) - S¥pa
Term 2 {dyrs] - 3%pa

Note above CPJ

Term 1 [3yrs) - 3%pa
Term 2 |4yrs] - 3%pa
Note above CPI

Uplift in regulatory
fees (Development,
Certificates, Animal,

Weeds, Food etc.

Term1 [3yrs) - 2.5%pa

Term 2 {4yrs)
2.5%pa

Note above CPJ

Term1 [3yrs) - 2.5%pa

Term 2 {ayrs)
2.5%pa

Note above CPI

Uplift in Commercial
Fees (Childcare, Aged
Care, Cemeteries,
Aerodrome, Quarries,
Caravan Parks etc.

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs)
2.5%pa

Note above CPJ

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs)]
2.5%pa

Note above CPI

Uplift in property
leases and licences

Term1 [3yrs) - 2.5%pa

Term 2 |4yrs] -
2.5%pa

Note above CPJ

Term1 (3yrs) - 2.5%pa
Term 2 |4yrs] -
2.5%pa

Note above CPI

Uplift in Contract and
Private Works Income

Term1 [3yrs) - 2.5%pa

Term 2 |4yrs] -
2.5%pa

Note above CPJ

Term1 [3yvs) - 2.5%pa

Term 2 |4yrs] -
2.5%pa

Note above CPI

Intreduction of
Drainage Annual
Charge in Urban areas

Term1 (3yrs) - S¥pa
Term 2 (4yrs] - 3%pa

Note sbove CPI

Term1 [3yrs) - 3Hpa
Term 2 |dyrs] - 3%pa

Note above CPI

Council has adopted Scenario 3 (2% increase per annum over 7 years) as the preferred
Scenario.

The same body of work has been completed for a proposed new Tumbarumba Council with three
different interventions, two different one-off uplifts in rates, and a phased increase in rates over 7
years as included in Table 6 below:
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Table 6 — Tumbarumba Council

.

Initiative Scenario 3 Scenario 3.1 Scenario 3.2
Special Rating Term 1 -7.5%pator 3 | Term1 - One.-off SRAY Term 1 One-off SRV of
Variation years of 0% in Year1 20% in Year 1

Term 2 - 7.5% pafor 4
years

Cumulative Impaat
over 7 years 65.59%

Cumulative Impact
over 7 years 50%

Term 2 - One-aft SRV
af 200% in Year 4

Cumulative Impact
over 7 years 44%

Uplift in Utility Annual
Charges (water,
sewerage, Waste)

Term1 (3ys) - 10%pa
Term 2 {4yTs] - 10%pa
Note above CPJ

Term1 [3y7s) - 10%pa
Term 2 (4yTs] - 10%pa
Note above CPJ

Term1 [3yrs) - 10%pa
Term 2 |4yrs] - 10%pa
Note above CPI

Uplift in Utility User
Charges (water,
sewerage, Waste)

Term 1 (3yrs) - 3%pa
Term 2 |dyrs] - 3%pa

Note above CP)

Term1 (3yrs) - 10%pa
Term 2 {4yrs] - S%pa
Note above CPJ

Term1 (3yrs) - 10%pa
Term 2 {4yrs] - S%pa
Note above CPJ

Uplift in regulatory
fees (Development,
Certificates, Animal,

Weeds, Food etc.

Term 1 [3y7s) - 2.5%pa

Term 2 [4yrs) -
2.5%pa

Note above CP)

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CPJ

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs] -
2.5%pa

Note above CPJ

Uplift in Commercaal
Fees |(Childcare, Aged
Care, Cemeteries,
Aerodrome, Quarries,
Caravan Parks etc.

Term 1 [3yrs) - 2.5%pa

Term 2 {dyrs) -
2.5%pa

Note above CP)

Term1 [3yrs) - 2.5%pa

Term 2 |4yTs] -
2.5%pa

Note above CPI

Term 1 [3yrs) - 2.5%pa

Term 2 |4yTs] -
2.5%pa

Note above CPI

Uplift in property
leases and licences

Term1 [(3yrs) - 2.5%pa

Term 2 {4yTs] -
2.5%pa

Note above CPJ

Term1 [3yrs) - 2.5%pa

Term 2 jdyrs) -
2.5%pa

Note above CPJ

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs] -
2.5%pa

Note above CPJ

Uplift in Contract and
Private Works Income

Term1 [3yrs) - 2.5%pa

Term 2 |[dyrs) -
2.5%pa

Note above CPI

Term1 [3yrs) - 2.5%pa

Term 2 {dyrs] -
2.5%pa

Note above CPJ

Term1 (3yvs) - 2.5%pa

Term 2 |4yrs] -
2.5%pa

Note above CPI

Introduction of
Dramage Annual
Charge in Urban areas

Term1 (3yrs) - I¥pa
Term 2 |4yTs] - 3%pa

Note above CP)

Term1 (3yrs) - 10%pa
Term 2 |4yTs] - 5%pa

Note above CPJ

Term 1 [(3yrs) - 10%pa
Term 2 |4yrs] - S%pa

Note above CPJ

In relation to the proposed Tumbarumba Council, SVC has adopted Scenario 3 as the phased in
Option will enable a future Tumbarumba Council to monitor financial performance against the
FSP and make adjustments where necessary.

The Tumbarumba Council model (Scenario 3) does require a significant uplift in rates, annual
charges and user charges to attain financial sustainability. This will require a high level of
commitment from the newly elected council to review initial budgets, Asset Management Plans
and services levels to ascertain if the full uplift in rates, annual charges and user charges is
required.
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DISTRIBUTIONS

It is proposed to use a number of distribution metrics in this initial phase to split the assets and
liabilities and the 2024/2025 Snowy Valleys Council adopted budget into the two new councils.

Detailed below are the distribution metrics used in Stage 1, noting that these metrics will be
subject to further review should a de-amalgamation be approved.

Distribution metrics

It is considered that the distribution metrics for Assets and Liabilities will be relatively
straightforward and have the following key principles:

1. Community assets such as public halls, sportsgrounds, parks and reserves, public toilets
etc. will be allocated to the new council where they lay.

Operational assets such as water and wastewater undertakings, waste facilities,
swimming pools etc. will also be allocated on the basis of where they lay, however other
operational assets e.g. FOGO will be subject to separate consideration.

2. All other assets and liabilities will be allocated on the contribution that the former Tumut
and Tumbarumba councils made to Snowy Valleys Council on 12 May 2016 being:

¢ Tumbarumba Shire Council—  39.7%
¢ Tumut Shire Council - 60.3%

3. In constructing the initial budget for the new councils, it is likely that income and
expenditure will need to be considered on a Cost Centre/Project basis e.g. roads budgets
could be split on road length/sq.m. of pavement, whereas Governance costs could be
determined on the 60.3/39.7 split or another methodology as detailed below:

Method A: Based on LGA location
Method B: Asset/liabilities split - 60.3%/39.7%

Method C: Road length — sealed local, unsealed local, sealed regional, unsealed
regional, Road Maintenance Council Contract (RMCC) — State Highways

Table 7 — Road classes and lengths

Road class Tumut % Tumbarumba | %

Local Roads - Urban 93.40 69.41 | 41.16 30.59
Local Roads - Sealed 289.09 60.57 | 188.22 3943
Local Roads - Unsealed 211.01 48.94 | 220.12 51.06
Total Local Roads 593.50 449.50

Regional Roads 49.23 30.20 | 113.76 69.80
RMCC 69.98 33.72 | 137.57 66.28
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Method D: Population, No. rateable assessments

Population No. of rate assess.
Tumut 11,429 - 76.5% 6,884 — 72.3% = 74.4%
Tumbarumba 3,517 - 23.5% 2,636 - 27.7% = 25.6%

Method E: Staff split on the same percentages as the number of staff at Proclamation
Day as detailed below.

No. of staff %
Tumut 122.66 59.26
Tumbarumba _ 84.32 40.74
Total 206.98

It is anticipated that existing staffing levels of Snowy Valleys Council will be higher than
the two new councils, therefore transition arrangements will need to be implemented to
fund some Snowy Valleys Council staff through the employment protection period. This
may be achieved through shared services and/or natural attrition.

4. Financial Assistance Grant (FAG) Payment
Due to the significance of the FAG payment as a recurrent grant, it requires closer
investigation and a review of FAG payments to the Tumut and Tumbarumba Councils
over the three financial years prior to amalgamation reveal that the split of revenue is as
outlined in Table 8 below.

Table 8 — Financial Assistance Grants

Council 2013/2014 | 2014/2015 | 2015/2016 Total %

Tumut $1.624M $3.302M $3.289M $8.215M 63.1%
Tumbarumba $0.946M $1.934M $1.926M $1.926M 36.9%
$13.021M 100%

DISTRIBUTION OF ASSETS AND LIABILITIES
Table 9 provides a worked example of Balance Sheet items.

Table 9 - Distribution methodologies

Sharing of Assets and Transfer basis Distribution | Comment/s
Liabilities Metric

Current assets

Cash, investments, Split on methodology A
receivables etc.

Non-current assets

Inventories Split on methodology B
Community assets, Allocated to the council where A
swimming pools, they lay — any loans

sportsground etc. accompany the asset

Operational Assets

Administrative buildings, | Allocated to the council where A
libraries, Information they lay — any loans
Centres etc. accompany the asset
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Sharing of Assets and Transfer basis Distribution | Comment/s
Liabilities Metric
Water Supply Assets Allocated to the council where A
they lay
Sewerage Supply Assets | Allocated to the council where A
they lay
Waste Management
Waste Management Allocated to the council where A
Facilities they lay
FOGO site and Split on formula basis B Site and project
equipment development after
amalgamation
Realisable assets (land Split on formula basis B Snowview Estate, Gilmore
held for resale) Industrial Land — other to be
identified.
Plant and Equipment Split on formula basis B
Other IPPE e.g. roads Split on formula basis A
Intangible Assets Split on formula basis B
Staff Split on formula basis E
Current and non-current
liabilities
Payables A&B
Borrowings Loans taken out prior to A
amalgamation go back to
original council. Loans taken
out after amalgamation
should be attached to the
asset acquired.
Provisions — Annual, LSL | Attached to employee E
and TOIL
Provisions — Asset Attached to site A
remediation — landfills
and quarries
Recommendation 15
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ASSETS AND ASSET MANAGEMENT

As a direct result of the number of challenges facing Snowy Valleys Council since amalgamation
in 2016, Asset Management is quite immature. Council has however undertaken revaluations and
condition assessments of its Assets portfolio in accordance with the Office of Local Government
schedule. This has included revaluation and condition assessment of water and sewerage assets
in 2020/2021, building assets in 2022/2023 and the revaluation of land in 2023/2024. In addition,
the largest asset class by number of assets and value; Transport, will be completed by the end of
the 2024 calendar year.

It is a priority for Council’s Assets Team to complete Asset Management Plans (AMPs) for
significant asset classes (i.e. Buildings, Transport and Water and Sewerage Assets) by 31
January 2025.

Despite the lack of guidance from robust Asset Management Plans, Asset staff have advised that
the condition assessment disclosed in the Special Schedules attached to Council’s Financial
Statement is a reasonable assessment of the condition of Council’s asset portfolio.

This assumption is based on current condition assessments and the significant external funds
sourced by Council as a result of the amalgamation in 2016, 2019/2020 Black Summer
Bushfires, COVID-19 recovery, and at least 10 natural disaster events. Over the last four years,
asset replacement and renewal has consistently and significantly outstripped depreciation
charges due to external operational and capital funding received. This is not sustainable in the
longer term as grant funding opportunities diminish.

Figure 5

IPPE Condition
Asset Condition: Excellent-Good-Satisfactory-Fair-Poor (WDV % per asset Class
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Buildings Roads Water S{uudg{ Stormwater Recreation Plant
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-3 25 4 a 13 17 4 4
m2 38 27 32 36 45 6 3
mi 32 B9 57 49 37 a8 52

Council needs to be cognisant that this level of asset replacement and renewal will not be able to
be sustained from its own source revenue. This issue will need to be addressed by Snowy
Valleys Council and/or the two new Councils.
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As noted above, Transport Assets are due for revaluation in 2024/2025, which will alter values
and could increase annual depreciation expense, depending on the review of useful lives in the
asset class. This will necessitate a refresh of the Financial Sustainability Plan to ensure it
remains current.

As Asset Management Plans are being developed and as asset classes are revalued, Snowy
Valleys Council (or two new Councils) will more accurately be able to determine its capability to
maintain is asset base from existing revenue sources. This will assist in informing future special
rating variation applications.

It is anticipated that, subject to de-amalgamation funding being secured, Asset Management
Plans for the two new councils could be completed within two years of proclamation date.

It is estimated that the following funds would be required to establish Asset Management Plans
for the new councils and develop a Strategic Asset Management Platform.

Task Estimated cost
Establishing Asset Management Plans for the two new Councils $100,000
Strategic Asset Management Platform $100,000

Asset data entry for both Councils $30,000

Total $230,000

Whilst a preliminary division of assets has been undertaken, a more detailed assessment will be
undertaken during Stage 2. Recommendation 16

Other actions that will be required are:

* Develop a framework and commence preparation of separate Asset Management Plans
for the two new Councils. Recommendation 17

+ Confirm asset condition, useful lives, performance and maximum acceptable outages.
Recommendation 18

e Review and revise (if necessary) Business Continuity/Disaster Recovery Plans regarding
the establishment and operation of two new Councils. Recommendation 19

« Both councils to adopt a position to renew, replace and/or upgrade existing infrastructure
in preference to expanding the asset base. Recommendation 20
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COMMUNICATIONS AND ENGAGEMENT

It has been well documented that Snowy Valleys Council has been operating in a state of
significant crisis since the amalgamation in 2016, and a de-amalgamation of Snowy Valleys
Council into two new councils will only perpetuate the upheaval and uncertainty for staff and the
community.

Not only will Councillors and staff be preparing Snowy Valleys Council to de-amalgamate,
ratepayers, residents and other consumers of Council’'s services will be expecting a ‘Business as
Usual’ approach up to and post the proclamation date.

Communication, both internally and externally, will be crucial prior to a referendum being
undertaken on the matter and if approved in the lead up to a de-amalgamation.

It is anticipated that the following key tasks would be required:

* Continue regular communications to all staff using multiple channels of communication
(written, verbal, face to face) about what’s happening and next steps. Recommendation 21
IGM > ELT > GLT > Communications Team

* Assuming a positive outcome from the Local Government Boundaries Commission and
Minister for Local Government, develop for and against cases for the Constitutional
Referendum. Recommendation 22

« Development of Change Management Communications across the organisation that
focuses on:

Impact on employees

Outlining consistent strategies and plans to help the organisation achieve its goal i.e.

de-amalgamation

Clearly defining the change and vision for the future

Where changes will take place and why?

What we want the future to look like

Helping staff understand the change, how they will need to adapt their day-to-day

responsibilities and what is expected of them

Creating a change management team, including staff that have some influence that

can be conduits for two-way information.

Recommendation 23

+« Develop a communications strategy to ensure the community is kept informed of the
progress of the de-amalgamation implementation. Recommendation 24

Ve
v

ANENENEN

<

These units will need to be in place prior to Proclamation so that they can already be working
behind the scenes. It will be essential that the Executive Leadership Team and the Change
Management Team are mindful of business as usual and ensure that communities are brought
along on the change journey, particularly when the public’s confidence in council as an
organisation is low.

To maintain momentum prior to and post de-amalgamation, it is expected that Snowy Valleys
Council would engage a Change Management Consultant who will be immersed in the two new
councils to work alongside leaders, the project team and operational staff to facilitate the change
required.

Several additional recurrent operating costs have been identified including:

+ Development and maintenance of websites for the new councils
» New social media accounts
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¢ |Integrated Planning and Reporting (IP&R) for the two new councils (new councils to work

with Snowy Valleys Council's adopted IP&R documents) until the new councils develop
their own.

The estimated costs have been included in the IT Working Group’s recommendations and have
been reflected in the FSP.

Branding of the two new councils will also need to be considered and quantified, but will depend
on several factors including:

+ whether one of the two new councils retains the Snowy Valleys name
+ how the existing signage can be modified to lower cost etc.
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GOVERNANCE

Good governance is critical to prevent corruption and maladministration. It will be essential that a
good governance framework is maintained to ensure that Snowy Valleys Council and the two
new councils remain open, accountable and transparent in interactions with the community,

Costs of the de-amalgamation will need to be accurately captured with the financial accounts of
Snowy Valleys Council to ensure equitable distribution between the two new councils.
Recommendation 25

Monthly reports will be presented to Council on the implementation progress and costs incurred.
Recommendation 26

The critical areas of Snowy Valleys Council's Governance that needs to be maintained are:

¢ Business paper management

¢ Internal Audit including the Audit, Risk and Improvement Committee (ARIC)
« Development and maintenance of policy registers

e Complaints management

* Government Information (Public Access) Act (GIPA) processing — formal and informal
* Privacy and personal information management

e PID management

¢ Delegation management

¢ Formal document management

¢ Code of Conduct complaints

¢ Electoral matters

¢ Committee management

¢ Fraud and corruption and

e Compliance training for Governance areas

Based on proclamations for previously amalgamated councils (including Snowy Valleys Council)
it is assumed that any strategic plans, policies, procedures and forms etc. will apply to the two
new councils as they did to Snowy Valleys Council. This would remain in place until the new
councils have the capacity to tailor existing documents to their individual council. It will however
be important to ascertain whether existing documents (Plans, forms etc.) are fit for purpose for
the two new councils. Recommendation 27

It will be important that delegations registers can be established for the two new councils to take
affect from Proclamation Day. Currently, the delegations register is managed through a third-party
provider, and it is expected that an additional licence would be required. These costs have been
identified by the Information Services Team and included in the FSP. Recommendation 28

Engagement of external expertise to review distribution methodologies and compliance with
adopted methodologies will satisfy the new Councils that the distributions have been made on a
logical and fair basis.

Recommendation 29

The number of GIPA and Privacy and Personal Information Protection Act (PPIPA) requests have
increased since amalgamation and it is difficult to predict the number of the requests moving
forward. Assuming a similar level of requests and staff (shared services arrangement) it is not
expected this will require additional resourcing at this time other than additional software licences
i.e. Pulse.
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Resourcing (temporary staff and/or consultants) to undertake a comprehensive review of

registers and plans should include (but not be limited to) the following:

Registers

YVVVVVYVYVYVYVYVYY

YVVVVVYYVYVYYY

Assets

Contracts

Disclosure
Delegations

Grants

Donations

Licences
Investments and loans
Insurance

Property

Local approvals
Agreements

Plant

Policy

Restricted Funds and
Risk

Financial

Asset

Workforce

Training

Property

Information Services
Revenue Policy

Fees and charges
Change Management

Community Engagement
Integrated Planning and Reporting

Recommendation 30 and 31

It is proposed that quarterly reports be included as standard item on ARIC Committee Agenda to

provide another level of scrutiny over progress and cost compliance.

Recommendation 32

Whilst it is likely that a Proclamation Day of 1 July 2026 is most probable, a significant amount of
the preparatory work and cost will be incurred in the 2025/2026 Financial Year, therefore these

actions and costs will need to be included in the 2025/2026 Operational Plan.

Recommendation 33
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INFORMATION SERVICES

In the event of a de-amalgamation, the largest ‘one off’ cost will be the duplication of an
Integrated Business Software System (IBSS) for Tumbarumba. There will also be the annual cost
of a managed service provider, however this is a significant shared service opportunity between
the new councils. It is expected that, at least initially, the provision of Information Services will be
a shared service.

Snowy Valleys Council is using a cloud-based server solution.
There are three main areas that have been reviewed:

1. Business Software Systems and Applications
2. Service Providers
3. Software licencing requirements

The Information Services Team has identified a number of critical software and application
sharing requirements that are critical to continuity of service between the two councils and
include (but are not limited to):

e TechOne (IBSS) noting that Civica could be an option for Tumbarumba
e Teams and Sharepoint data

¢ Pulse for Governance (Delegations, Policies etc.)

¢ Intramaps for GIS System

+ SCADA System for Water and Wastewater

¢ Galagher security system

There are a number of service providers that will need to be consulted in relation to the
establishment of two new councils with the view of extending existing contracts to ensure a
continuation of the service. They are:

RMT as the Managed Service Provider
Safe Group for SCADA System
Chartis for GIS system

Telstra for voice and data services
TPG for internet services

Starlink for Back Up Internet Services

Software licencing is also an area that requires close scrutiny should a de-amalgamation be
approved with many licences requiring duplication.

A comprehensive review of service providers and software applications has been undertaken and
revealed that currently this costs Snowy Valleys Council $1.728M per annum. Assuming that
individual councils would require a similar level of service, the cost for the two new councils
combined will rise to $2.346M (Tumut $1.414M and Tumbarumba $932K). Whilst the new
councils will have the opportunity to review the increased costs, the existing licences will be used
in the FSP.

Further, TechOne have indicated that the implementation of a new licence at Tumbarumba will
cost $800K-$850K. This has been included the Project Estimates Table.

An initial estimate has been provided by Civica which indicates a higher implementation cost but
a lower annual charge. A more detailed assessment of both options will be required in Stage 2.
Recommendation 34
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It is anticipated that the design, development, testing and rollout of IT technical services would
take two to three months and could be project-managed in house. An amount of $30,000 has
been included in the De-amalgamation Project Estimates for consultancy services for this
component of Information Services.

Other matters that require consideration and resolution are:

¢ Maintenance of the radio network that supports the SCADA network

¢ Athorough Asset Audit of IT hardware (Computers, network devices, printers, desk
phones etc.

¢ Separate landline blocks for Teams calling.

+ Finalise and reach agreement with third party software providers e.g. Pulse.
Recommendation 35

Further, at least initially, a shared service model for the delivery of Information Systems will be
required, particularly to support a new Tumbarumba Council. Recommendation 36
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PEOPLE AND CULTURE

1. Proposed Interim Structures

The two new structures proposed within this business case have been developed based on
establishing financially sustainable councils, not based on current staffing structure, numbers nor
the prior council numbers or structure. Recommendation 37

This process involved initially reviewing the prior council structures and then considering changes
in legislation, priorities, services levels, services since the merger date and developing a
proposed structure for each that could support the functions of the councils whilst still being
financially sustainable.

The costings of the structures have been based on current salary levels and grades for the same
or comparable positions within Snowy Valleys Council. It is noted that prior to the merger,
Tumbarumba Shire Council had a lower overall salary structure and employee costs than the
adopted SVC structure and Tumut had an overall higher salary structure and employee costs.

The proposed structures will form the basis for the new council at transition to assist with the
placement of staff. Employment protections clauses within the Award will result initially in higher
numbers of staff being accommodated in each of the new councils than what may be required
longer term.

It is presumed that the three-year employment protections within the Local Government Act 1993
will apply to the de-amalgamation and therefore for that three-year period each council will need
to bear a share of the additional cost.

(a) Analysis of Staffing Gaps/Risks

It is expected that staff in the outdoor workforce and children’s services will easily transition
across to each new council based on location. This will also apply to staff working in customer
service and community services up to Coordinator level. The supervisory level will need to be
reviewed as many corporate and community service areas have been centralised under one
supervisor.

Service areas where all staff work in one location:
¢ Communications and Engagement
e People & Culture
+ Risk and Safety
e Executive
e Rates
e Revenue
e Governance
s Place Activation
e Survey & Design/Engineering
s Technology Services
* Waste/Resource Recovery
s Open Space and Facilities Service Delivery — Management & Supervision
* Works Management — Management & Supervision

Despite the fact that the figures below show that the Full Time Equivalent (FTE) allocation of staff
currently working in Tumbarumba are not far off the proposed required FTE for the new council,
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the list below indicates that these numbers are not necessarily working in the positions required
given the number of services with all members working in one location or the other.

Table 10 — Costings of proposed staffing structures

Proposal Structure - Proposal Structure -

Tumut Tumba SVC Structure
Total FTE 116 77.2
Total Salary Est $13.5M $8.9M $23.2M
FTE Allocation based on = 149.14 76.53 225.67
current staff & location 66% 34%

It should be noted that the combined employment costs of the proposed new Councils; $22.4M is
less than the existing salary structure of SVC at 23.2M and this may take some time to achieve
noting that it is likely to be off set in the short term by staff vacancies.

2. Workforce Considerations

It is a primary consideration of the de-amalgamation business case to understand the capability
and capacity of our workforce to successfully deliver a de-amalgamation process while also
maintaining the ‘business as usual’ workloads of Snowy Valleys Council.

While consultants and contract staff can, and will be, required to contribute to the de-
amalgamation transition process, it will ultimately be the capability and engagement of our
workforce and the quality of the executive teams appointed which will enable this process to be
successfully achieved.

There are a number of key elements that will impact and create risks that need to be addressed
including:

(a) Transition process

It is imperative that Council is provided with notice of a Proclamation date prior to the date so that
planning and essential foundational tasks can be initiated prior to the proclamation of the new
councils. This will allow a strategic and effective change management process to be
implemented.

This will also allow the recruitment of two new General Managers Elect or Interim General
Managers to commence the organisational design process and to recruit their new Executive
team prior to proclamation for the new councils, providing valuable additional resources to the
implementation process. Refer Recommendation 7

It is anticipated that Snowy Valleys Council will continue as an entity until after the two new
councils are proclaimed and established. A Working Group will be stablished with representatives
of both councils to close out the business of Snowy Valleys and undertake a final audit.

This situation will require resources to be split between maintaining Snowy Valleys Council as an
operating entity as well as towards establishing the two new councils. This period could extend
for up to 12 months or longer.

(b) Capacity to undertake the work

Workforce capacity is considered in terms of the collective hours available to be worked by
employees to achieve identified outcomes. The capacity of our workforce to cope effectively with
the workload that will be generated by a de-amalgamation process will be impacted by:

¢ The reduced number of staff available to contribute to the work due to sustainability
reductions and vacancies
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¢ The availability of external resources to supplement the workforce; and

¢ The quality and autonomy of contractors/consultants engaged to not rely heavily on
employees to achieve their outcomes.

« The quality of the planning and implementation of the process including issues such as
role clarity, relationships, systems of work and leadership

(c) Capability to undertake the work

Workforce capability is an organisation’s ability to accomplish its objectives through its people
based on the knowledge, skills and attributes that individuals apply to their work to achieve
outcomes.

Given the size of our Council and the limited exposure and experience of staff in the type of work,
there is limited capability in project management of complex corporate projects of this nature. The
high level of turnover since the original merger and the poor record-keeping of the initial
implementation process has resulted in minimal remaining corporate knowledge of the original
transition process.

Loss of further key staff will have a significant impact on the capability of delivering this work.
This includes further turnover at the Executive level which would further erode staff ability to
accept and adapt to the change.

Regardless of the de-amalgamation, both councils will still be faced with the challenges identified
relating to ageing workforce, decreasing numbers of applicants for vacancies, critical skills
shortages and difficulty in attracting talent due to financial constraints and regional location.

(d) Wellbeing

Maintaining employee wellbeing is of utmost importance during this process, especially given the
uncertainty that has been ongoing for the last 8 years since the merger and the number of
business cases and reviews that have been required and involved considerable staff effort, plus
the turnover in key executive roles over the last two years.

The transition process itself will have a considerable impact on employees, regardless of whether
they have a direct workload associated with it, as the impact will be on individual roles, duties,
work locations, team composition, supervisory relationships and so on. The changes are
personal and for some will be extremely difficult.

Key considerations for maintaining engagement of the workforce through this process will be the
transition team having:

¢ Agenuine understanding of the environment that staff have been working within over an
extended period of time

s An awareness of the workload involved for internal staff whether or not consultants and
contractors/external providers are engaged. While this can inject specialist expertise, it
does not replace organisational knowledge and often draws on a considerable level of
employee contribution.

« Consideration of the relationships that have been established between staff members
which will be impacted as well as the level of effort staff have put into making Snowy
Valleys Council a success despite all the challenges.

+« Awareness of the level of stress related to new system implementation. This is an intense
and stressful process which both councils had gone through not long prior to merger and
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then again after merger as well as a recent uplift to a new business system environment.
This will be a major source of concern and stress and could result in loss of key staff.

Additional employee assistance program support will need to be available as well as a
communication and engagement plan that allows early, timely, transparent and ongoing
communication with staff to support staff through this process. Recommendation 38

3. Protections, Entitlements and Conditions

It is understood that the following provisions of the Local Government Act 1993 will apply to the
de-amalgamation:

¢ Section 354F which requires no forced redundancy of non-senior staff members for 3
years after transfer. This will require the new councils to retain the staff transferred from
SVC for a minimum of 3 years regardless of whether the new structure they develop
requires less staff or different positions. Recommendation 39

354F No forced redundancy of non-senior staff members for 3 years after transfer
1f a staff transfer occurs, the employment of
(a) a transferred staff member, and
(b) in the case of a boundary alteration—
(i) a remaining staff member of the transferor council, and
(i) an existing staff member of the transferee council,

other than a senior staff member, must not be terminated, without the staff member’s agreement, within 3 years after the transfer day on the ground

of redundancy arising from the staff rransfer

+ Section 354D which requires preservation of entitlements of staff members that upon
transfer they are to retain the same terms and conditions of employment that applied
immediately before the transfer day.

What this means is that the new councils are not only locked into a fixed number of staff to
maintain financially for a three (3) year period, they also need to maintain their employment
conditions at the same rate of pay and employment conditions (e.g. other protected entitliements
which may include specific allowances, leaseback vehicle conditions etc) indefinitely.

This requirement applies to transferred staff whether or not the new councils adopt lower salary
structures following de-amalgamation or re-evaluate positions to lower salary levels.

What this means to transferred staff is that they have the guarantee of ongoing employment for
three years and maintained conditions post de-amalgamation.

There are other potential conditions that would need to be further explored to determine impact
including right to current place of employment which may then require the payment of travel costs
or allowance of travel within working hours which have financial and productivity impacts.

4. Workforce Management Plans

Points 1 to 3 outline the importance of developing at least interim Workforce Management Plans
for the two new councils that can outline the following:

Shared Service arrangements
Skills gaps

Workforce capacity and capability
Flexible working arrangements

YV VY

This will ensure that the existing staffing compliment can be utilised by the two new councils in
the most effective and efficient way. Recommendation 40.

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations 38

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS Page 46



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda Thursday, 12 December 2024

STATUTORY PLANNING

Statutory planning is a core Council service that must be maintained as a business as usual
activity but more importantly, carefully planned to ensure continued effective service delivery
following de-amalgamation.

Statutory planning processes include development assessment and certification. The primary
issues which need to be addressed are:

« Staff resourcing allocation

¢ Delegations

¢ Policy

¢ |T systems adjustments and licencing (partially included in Information Services costs)
* Allocation and distribution of existing workload

s Stakeholder communications

Council has the benefit of operating under two separate environmental planning instruments
therefore no immediate amendment would be required for Council’s existing Local Environment
Plans (LEPs) as detailed below:

e Tumut LEP (2012) and the
e Tumbarumba LEP (2010)

A new Development Control Plan would be required for both new areas however a Council
resolution could ensure that in the short to medium term the broader existing plan (Snowy Valleys
Development Control Plan 2024) be adopted for both areas for the purposes of immediate
transition.

Strategies such as Local Strategic Planning Statement (LSPS) and Rural Lands Study could be
shared regional documents with identified outcomes attributed to those areas in which the
outcome or actions applies. Both organisations can utilise the existing Community Participation
Plan (CPP) however early consideration will be required for the adoption of the plan for each
area due to its criticality in the statutory assessment process. Recommendation 41

Any active application for development or any applications for a certificate could be allocated to
the appropriate Local Government Area based on its geographic location. Some redistribution of
applications between staff resources may be required dependent on the resource allocation to
either area. This shall apply for all certificate-based applications. Amendments to the Planning
Portal is feasible to redistribute applications to recognise new geographical areas for the
respective Local Government Areas. Contact with the Department of Planning will be required to
make these changes. Recommendation 42

Snowy Valleys Council has specific software that it utilises for the purposes of delivery of its
statutory planning functions including (i) Trapeze (for electronic data management and stamping),
(i) Atturra as an API connector between the NSW Planning Portal and Councils corporate
operating systems, (iii) iAuditor for certification inspections and (iv) e-services for the tracking of
development applications.

Two separate licences will be required for Trapeze as a shared licence is not possible. A shared
licence arrangement could be explored for Atturra however early indications from the vendor
suggest that it is likely that two separate licences would be required based on the number of
applications submitted annually. iAuditor is a free software provider and templates utilised within
the software could be easily cloned and separate accounts could be established.
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The Executive Manager Growth and Development will be primarily responsible for the project
management and oversight of the de-amalgamation transition plan. The Executive Manager
Growth and Development will work closely with other business unit managers including IT and
governance to address key outcomes of the plan. The Co-ordinator for Growth and Development
will be responsible for ensuring business operations continuity throughout the process.

This area of Council’'s operations lend themselves to a shared service arrangement for strategic
planning and development of regional plans and policies, environmental health obligations and
commitments and potential Ranger/Compliance Services.

Establishment of system enhancements such as payment gateways, e-services and infield
corporate systems operability can also be investigated.

Longer term, the two new councils would need to engage consultants to prepare new separate

Development Control Plans and Developer Contributions Plans. The estimated consultancy cost
of $120K could be shared or apportioned. These costs have not been included in the FSP at this
time as it may be more appropriate for the new councils to decide the timing of this body of work.
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SERVICE DELIVERY INCLUDING SHARED SERVICES AND FACILITIES

Currently, Snowy Valleys Council only has adopted service levels for Open Space and Roads
with all other service levels being historic and dictated by recurrent budgets. Broadly, current
service levels are not excessive and therefore not expected to change predominantly because of
budget constraints.

It is probable that Asset Management Plans will be completed prior to a de-amalgamation being
approved which will further inform service delivery requirements and financial capacity. This will
allow Councillors and the Executive to work through Stage 2 prior to a proclamation to determine
service standards and assets for the new councils and update FSPs for the new councils.

It will be important to document existing service levels to establish sustainability of service
provision and to inform the new councils of any funding gaps. Recommendation 43

In Stage 2 there is also an opportunity to review service criticality and match existing service
delivery to available funding, particularly in the short to medium term to assist in achieving
financial sustainability. A natural extension of service critically is SVC and/or the new councils is
to review and determine pricing principles to ensure an appropriate and affordable asset and
service mix for the communities. Recommendations 44, 45 & 56

For Snowy Valleys Council this has been addressed in the development of the Financial
Sustainability Plan and has already led to service level changes to assist in reducing the
underlying deficit.

The service level changes implemented are against a backdrop of extremely low levels of
community satisfaction of SVC and from a high of 3.3 (out of 5) in 2018 it has fallen to 2.34 in
2021 and 2.16 in 2024. It should be noted that at the time the Community Survey was
undertaken in 2024 SVC was also consulting on the de-amalgamation and a Special Rating
Variation which may have impacted on the results.

Recommendation 47

Delivery models may change in respect to roads maintenance and construction, particularly in a
new Tumbarumba Shire Council due to minimal staffing levels and skill sets. This can be further
considered in Stage 2.

Snowy Valleys Council has a number of existing contracts including:

« Hume & Hovell Track maintenance

¢ Road Maintenance Council Contract (RMCC)

¢« Snowy Hydro (effluent removal)

e Other Private Works contracts at time of de-amalgamation

A careful review of Contracts will be required, and possible options include:

* Splitting contracts based on location e.g. Snowy Hydro

¢ RMCC will most likely be joint delivery and management, at least in the short term

s Hume & Hovell will be delivered by one entity

e Construction contracts at time of de-amalgamation will require determination as to which
entity is the Service Provider

Currently, the pursuit and delivery of Commercial Construction Contracts are launched from the
Tumut Infrastructure and Works Depot however it is acknowledged that Tumbarumba Shire
Council successfully executed private works for many years prior to the amalgamation in 2016.
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The following Council services lend themselves to either a shared service or contract
arrangement between the two new councils:

Statutory planning, building control and compliance

Strategic land use planning (LEP, DCP, rezoning (could also be outsourced)
Environmental Health

Noxious Weed & Pest Control

Road safety

Youth services

State Road Contracts/Road Construction

Waste services including FOGO

Street sweeping

ARIC

People and Culture including payroll (this may be contingent on TechOne developing a
two-council solution and is potentially only a short term option)
Cadet/Apprenticeship/Traineeship Programs (if externally funded)
Information services (at least in the short term)

Spatial mapping (GIS) administration

Govemance (at least in the short term)

Risk Management/WHS (at least in the short term)

Asset Management (at least in the short term)

Projects and Grants administration (at least in the short term)

Recommendation 48
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RISK

The Risk Working Group has undertaken both an operational risk and strategic risk review of the
potential de-amalgamation which are detailed below.

From an operational perspective the issues that will require consideration in the lead up to, and
post de-amalgamation are:

Risk

+ Business Continuity Plans

+ |T Disaster Recovery Plan

* Risk Registers — Strategic, Corporate and legislative compliance
¢ Fraud and corruption

e Climate Change

e Childsafe

* |nsurance portfolio

* |nsurance claims management

» CIP Seld Assessments

Work, Health & Safety

* WHS Management System

« WHS Consultation and advice

¢ Incident Management

* IMS Certification to 9001, 45001, 14001

Workers Compensation

e Claims management
e Return to Work Coordinator requirements
¢ Managing Injured Workers — Supervisors/StateCover

Whilst plans such as the Business Continuity Plan could be used across both councils in the
short-term, other risk activities such as the insurance portfolio, insurance and workers
compensation claims management, Vault WHS Database etc. will need to be split. This will
require additional support in the short term, estimated to be 2 Full Time Equivalents (FTE) for a
period of up to 12 months.

It would however seem practicable that the two new councils share an Audit, Risk & Improvement
Committee (ARIC), particularly since a new committee has recently been established for Snowy
Valleys Council.

It is anticipated that most of the system and procedures development for the new councils would
be undertaken in-house but with the support of temporary staff and/or contractors.

It has also been identified that whilst not specifically a de-amalgamation cost, it is probable that
the cost of insurance portfolios of two separate entities will be higher than for Snowy Valleys
Council as a single entity. Whilst it has not been possible to accurately quantify any
diseconomies of scale in relation to insurances the Risk Team estimate that the additional cost
could be in the range of $65K to $95K. Due to the unreliability of the estimate no allowance has
been made in the 2024/2025 amended Budget figures but needs to be noted for further
investigation during Stage 2. Recommendation 49
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From a strategic risk perspective, the Snowy Valleys Council Working Group has considered a
range of potential risk areas which has been outlined in the Risk Matrix below.

Table 11 — Risk Matrix

# Risk Category Description of Consequences | Likelihood Rating Risk Mitigation
Risk (CxL) Treatment | Strategy

R-001 | Legal Boundaries are Moderate Unlikely Medium Transfer Transition
drawn which Plans...

separate existing
development lots
or otherwise
impact Local
Environmental
Plans.

R-002 | Legal Existing contracts | Moderate Likely High Mitigation | Transition
and service Plans...
arrangements
would need to be
renegotiated on
less favourable
terms or breached
with additional
costs.

R-003 | Legal Legislative Major Likely High Mitigation Transition
compliance Plans...
obligations
required to
establish resultant
councils not
adequately
resourced or
planned.

R-004 | Legal Legislative Major Possible High Avoid Transition
changes, Plans...
application or
interpretation alter
the viability of a
demerger
proposal. Includes
legal appeals or
other delays.

R-005 | Legal Governance and Major Possible High Transfer Transition
policy environment Plans...
is unable to be
demerged and
requires significant
resourcing and
investment to
comply with
current local
government
requirements
(IP&R, ARIC, etc)
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Risk Category

Description of
Risk

Consequences

Likelihood

Rating
(CxL)

Risk
Treatment

Mitigation
Strategy

R-006

Environmental &
Public Health

Minister does not
approve State
government
funding or loan for
demerger costs.

Major

Likely

High

Avoid

Transition
Plans...

R-007

Legal

Ability to respond
to natural
disasters,
emergencies and
crises is
compromised by
fragmentation of
LGAs and
duplication of
multiple EOCs to
coordinate
disaster response
and recovery
efforts.

Mecderate

Likely

R-008

Service Delivery

Business
continuity
disasters within
period of transition
disrupt demerger
efforts.

Major

Almost Certain

R-009

Environmental &
Public Health

Lack of cross-
border
collaboration on
pest/weed control.

Moderate

Possible

High

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...

R-010

Environmental &
Public Health

Waste
management
services and
service delivery is
interrupted.
Contracts with
Valmar or other
service
providers/landfills,
FOGO
arrangements,
EPA licensing.

Major

Possible

High

Transfer

Transition
Plans...

R-011

Environmental &
Public Health

Outdoor asset
management
capabilities are
compromised,
duplication of
effort, loss of
information or staff
knowledge during
transition to
resultant councils.

Moderate

Likely

High

Mitigation

Transition
Plans...
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Risk Category

Description of
Risk

Consequences

Likelihood Rating

(CxL)

Risk
Treatment

Mitigation
Strategy

R-012

Financial &
Economic

Estimated
economic benefits
of demerge are
unrealistic or not
realised,
effectively
replacing one
financially
distressed council
with two financially
distressed
councils.

Major

Likely High

Avoid

Transition
Plans...

R-013

Financial &
Economic

Funding provided
is insufficient to
cover costs of
demerger over
mid- to long- term.

Major

Possible High

Avoid

Transition
Plans...

R-014

Financial &
Economic

Resultant councils
represent higher
investment risk
and have difficulty
securing loans.

Major

Possible

High

R-015

Financial &
Economic

General rates of
council’s will not
make resultant
council(s)
financially
sustainable and
will require
additional SRVs or
reliance on grant
funding.

Major

Transfer

Transition
Plans...

Almost Certain

R-016

Financial &
Economic

Uneven
distribution of
income generating
assets/services
put resultant
councils under
additional financial
pressure. (Eg.
RMCC, FOGO,
Childcare,
Caravan Parks,
Swimming Pools,
Private Works, etc)

Major

Mitigation

Transition
Plans...

Likely

R-017

Financial &
Economic

Loss of internal
subsidisation or
economies of
scale reduce
support to other
internal service
lines. Eg.
contracts, caravan
parks, childrens
services, etc.

Major

Mitigation

Transition
Plans...

Almost Certain

Mitigation

Transition
Plans...
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Risk Category

Description of
Risk

Consequences

Likelihood

Rating
(CxL)

Risk
Treatment

Mitigation
Strategy

R-018

Human
Resources &
Safety

Lack of executive
leadership or
commitment
throughout
transition resulting
in stalled or
ineffective
establishment of
resultant councils.

Major

Possible

High

Mitigation

Transition
Plans...

R-019

Human
Resources &
Safety

Loss of skilled
staff, or uneven
distribution
between resultant
councils leave key
vacancies unfilled

Moderate

Almost Certain

High

Mitigation

Transition
Plans...

R-020

Human
Resources &
Safety

Resultant councils
are not attractive
enough
opportunities to
attract staff to new
positions.

Moderate

Likely

High

Mitigation

Transition
Plans...

R-021

Human
Resources &
Safety

Negative
sentiment between
communities lead
to difficulty to
attract skilled
applicants to
resultant councils
increases
pressure to utilise
shared service
arrangements.

Moderate

Likely

R-022

Human
Resources &
Safety

Recruitment pool
of quality
executives is
further diluted for
both resultant
councils.

Major

Almost Certain

R-023

Human
Resources &
Safety

Lack of
cooperation
between staff of
resultant councils
to share services,
resources,
knowledge, data,
etc, during
transition.

Major

Likely

High

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...

R-024

Human
Resources &
Safety

Costs to terminate
then rehire staff at
resultant councils
or fill staff
shortages with
contractors at
higher cost.

Major

Likely

High

Mitigation

Transition
Plans...

Snowy Valleys Council De-Amalgamation Implementation Plan — Preparing to build two new organisations

47

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS

Page 55



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda

Thursday, 12 December 2024

Risk Category

Description of
Risk

Consequences

Likelihood

Rating
(CxL)

Risk
Treatment

Mitigation
Strategy

R-025

Technology

Essential
infrastructure
(SCADA, Servers,
Cabling, Roads,
Heavy Plant,
Vehicles, etc) may
not be able to be
scaled, demerged
or redesigned to
satisfy the
requirements of
resultant councils.

Major

Likely

High

Mitigation

Transition
Plans...

R-026

Technology

Shared services,
hosted solutions or
other IT systems
may not be
preferred options
of resultant
councils, leading
to duplication,
redundancy or
waste.

Moderate

Almost Certain

High

Mitigation

Transition
Plans...

R-027

Technology

Records and data
may be lost or
incompatible
between resultant
council systems,
leading to loss of
important
information.

Moderate

Almost Certain

High

Mitigation

Transition
Plans...

R-028

Technology

Resultant councils
have immature
cybersecurity
arrangements in
place leading to
reportable
breaches of
privacy or cyber
attacks.

Major

Likely

High

Mitigation

Transition
Plans...

R-029

Stakeholders &
Political

Community
expectations are
not adequately
managed in
resultant council
areas. Eg.
Elevated service
levels in some
communities
expected to be
continued despite
not being
financially viable.

Moderate

Almost Certain

High

Mitigation

Transition
Plans...
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Risk Category

Description of
Risk

Consequences

Likelihood

Rating
(CxL)

Risk
Treatment

Mitigation
Strategy

R-030

Stakeholders &
Political

Elected members
during transition
period have
unrealistic
expectations of the
requirements of
establishing
resultant councils
leading to
disagreement
and/or interference
to process.

Major

Likely

R-031

Service Delivery

Services that are
not currently
financially
sustainable will not
be any more
sustainable in
resultant councils.

Major

Almost Certain

R-032

Service Delivery

Disruption to
services during
transition between
SVC and resultant
councils either due
to demerger or by
business
continuity
interruptions.

Moderate

Possible

High

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...

Mitigation

Transition
Plans...
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FINANCIAL SUSTAINABILITY

The Minister has been forthright in his communication to Council that a de-amalgamation would
only be approved if it could be demonstrated that it could create two sustainable councils.

The Office of Local Government states that councils are required to follow principles of sound
financial management. Councils must ensure spending is responsible and sustainable, undertake
responsible and sustainable investments in infrastructure for the benefit of the local community,
implement effective financial and asset management, and have regard to achieving
intergenerational equity.

This is underpinned by Chapter 3 of the Local Government Act 1993 particularly section 8B
reproduced below.

8B Principles of sound financial management
The following principles of sound financial management apply to councils—
(a) Council spending should be responsible and sustamable, aligmng general revenue and expenses.
(b) Councils should invest in responsible and sustainable infrastructure for the benefit of the local community.
(c) Councils should have effective financial and asset management, including sound policies and processes for the following—
(i) performance management and reporting,
(i1) asset maintenance and enhancement,
(ii) funding decisions,
(1v) risk management practices.
(d) Councils should have regard to achieving intergenerational equity, including ensuring the following—
(1) policy decisions are made after considering their financial effects on future generations,

(ii) the current generation funds the cost of its services.

It should be noted that post amalgamation, the following has occurred which needs to be
considered:

¢ Rate harmonisation that adversely impacted on ratepayers of the former Tumbarumba

Local Government Area and
* An approved Special Rating Variation (SRV) for the 2022/2023 and 2023/2024 Financial

Years with a cumulative increase of 35.95%
The purpose of the SRV was to:

« maintain current service levels

« renew infrastructure assets and deteriorating assets

e reduce reliance on external grant funding for asset renewals
+ fund ongoing asset maintenance

The Long-Term Financial Plan that accompanied the SRV application indicated that Snowy
Valleys Council would return to surplus in 2023/2024 however this has not occurred.

Snowy Valleys Council unsuccessfully applied for a further SRV of 42.38% over three years in
2024 due to the following financial impacts on Council:

¢ high inflation environment
* an increasingly competitive employment market that has occurred post COVID19
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+ cost shifting from previously State Government funded services that are now at Council's
cost (like the recently announced increase to the Emergency Service Levy)
¢ a continuation of rate pegging and the normal increased service level expectations

The current Long-Term Financial Plan indicates that Snowy Valleys Council has an underlying
deficit of $2.5M on a consolidated basis and $5.5M annual General Fund deficit.

At the June 2004 Council meeting, operational cost savings of over $1.2M were identified and will
be implemented in the second half of the 2024 calendar year with similar savings to be identified
for the 2025/2026 Financial Year. Even with these deep cuts to services and staffing levels,
Snowy Valleys Council or two new councils will inevitably require a SRV to achieve financial
sustainability.

Councillors and Executive have worked diligently with Peter Tegart of Always Thinking Advisory
to develop a financial sustainability pathway to meet the expectations of the Minister for Local
Government and the Office of Local Government.

The FSP has been prepared after taking the following matters into consideration.

Employed the 2024/2025 Budget as the base year

Apportioned relevant revenues and expenditures to the new Councils

Excluded non recurrent revenue and expenditure items from the base Budget

Included additional recurrent costs likely to be incurred by the new Councils i.e.
Information Technology, Insurance, Elected Member costs etc.

Reviewed the service criticality and pricing principles

Determined rates of return for regulatory, private, market and utility programs

Ensured the financial integrity of water and sewerage assets, including reserves
Developed modest staffing structures that, over time, would result in a lower EFT for the
two new Councils as compared to the number of EFT for SVC.

* |dentified a range of programs and services that could potentially be shared or contracted
between the Councils.

* & o 0

The FSP is not just about balancing the Income Statement but ensuring the new Councils are
generating enough cash to maintain and renew (when required) the extensive asset base of the
two new Councils. It should be noted that SVC currently does not have this capacity.

Recommendation 50
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RESPONSIBILITY

The Executive along with Councillors will be responsible for the progress of the de-amalgamation

and business as usual activities. Given the complexity of the task, it is proposed that the de-
amalgamation process will be managed through Council’s Project Management Framework.

Table 12 below identifies preliminary responsibilities to be undertaken to affect the de-
amalgamation.

Table 12 — Preliminary task responsibilities

Role

Transition responsibility

Activity

Elected
Council

Making decisions with the future
in mind

Ensuring ‘business as usual’ activities
are delivered to the community
Maintaining ethical, open and
accountable governance
Determining services and service
levels

Setting the rates and pricing
principles

Adopting Strategic Plans
Communicating with communities
Recruiting new General Managers or
Interim Managers

Endorsing Interim Organisational
Structures

Encouraging the development of
shared service/contract models
Monitoring the progress of the de-
amalgamation

Executive

Lead, monitor and ensure DIP
achieves targets

Ensuring business and service
continuity

Ensuring completion of key
documents (AMPs and IWCMP) to
inform and guide the change
Implementing the de-amalgamation
tasks in respective portfolio areas
Leading communication to staff,
unions, communities and other
partners

Maintaining a positive work culture
during a time of significant change
Providing effective day to day
leadership and management of the
organisation throughout the initial
period of change

Implementing the Operational Plan
with a focus on service continuity,
reporting regularly to the Elected
Council

Overseeing the financial management
of Council

Managing Council staff, consultants
and contractors to ensure those
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Role

Transition responsibility

Activity

decisions align with the approved
budgets

« Providing the Elected Council with
timely and relevant information to
ensure that it makes informed
decisions.

» Ensuring all statutory and
proclamation requirements are
progressed in a timely manner

Transition
Manager

Planning, negotiating, recruiting
and implementing the DIP

s Overseeing the preparation and
delivery of the Implementation Plan

Task
Leads

Leading the collection and
analysis of data

e Coordinating through the Transition
Manager, the staff. Consultants and
contractors to undertake the
nominated tasks within time and cost
limitations

» Considering and resolving issues as
they arise and recommending
changes to the DIP if appropriate

e Closing out de-amalgamation tasks
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PROCLAMATION

The timing of the determination of Council’'s De-amalgamation proposal (including the conduct of
a Constitutional Referendum) is likely to be in the first or second quarter of 2025, which may
mean it is unrealistic to have a 1 July 2025 Proclamation date. Alternatives to consider are 1
January 2026 or July 2026, with the latter being almost 18 months away.

A1 January 2026 proclamation date will essentially mean that finance staff of the combined and
separate entities will be producing three sets of financial statements within a 12-month period
which may cause undue stress to the current Snowy Valleys Council Finance Team.

As outlined earlier in the De-amalgamation Implementation Plan the proclamation may include
the following:

» LGAboundaries (assumed to be the former boundaries)

* Number of councillors for each new Council (proposed that the Tumut have 7 councillors

and Tumbarumba have 5 councillors)

Method of electing the Mayor

Timing of the elections

Whether the new councils will be an undivided area (preferred) or divided into Wards.

Advice that existing Strategies, Plans and Policies of Snowy Valleys Council would apply

to the new councils to facilitate a ‘business as usual’ approach

« Division of assets and liabilities including cash reserves held

+ Provision of funding through a grant and/or loan to enable the de-amalgamation (section
218CC B6A

* & & @

Assuming a recommendation to de-amalgamate from the Local Government Boundaries
Commission and approval by the Minister for Local Government to hold a Constitutional
Referendum, Snowy Valleys Council will then move to Stage 2 of the De-amalgamation
Implementation Plan.
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SUMMARY OF RECOMMENDATIONS

It is essential that a determination regarding the de-amalgamation proposal is finalised as soon
as possible for the benefit of Snowy Valleys Council staff and our communities.

Establishing a firm Proclamation date has not yet been determined however 1 July 2026 would
seem the most appropriate date given the timeline to achieve a de-amalgamation. This
proclamation date would be finalised in Stage 2, when a more detailed examination of Snowy
Valleys Council operations would be undertaken, taking into consideration changing
circumstances. For example, at the June 2024 Council meeting $1.2M of cost reduction initiatives
were undertaken and further measures will need to be implemented as opportunities arise with
the view of saving a further $1M in the 2025/2026 Financial Year and the 2026/2027 Financial
Year.

This has been recognised in the De-amalgamation Project Estimates where there is a heavy
reliance on consultants and contractors to assist with the implementation of a de-amalgamation.

This will include the following actions:

* Refine distribution models for assets, liabilities and staffing. Further work will also be
required in the budget development of the two new councils, particularly to ensure staffing
costs equitably shared between the two new councils;

o Refine Special Rating Variation applications required by the two new councils;

¢ Develop a detailed Implementation Plan with a project timeline, outlining required actions
and responsible officers/consultants.

Other recommendations are:

Electoral and Representation

1. Electoral boundaries of the former Tumut and Tumbarumba Councils be reinstated as
outlined in figure 2, Page 13

2. The new Tumut Council to have seven (7) representatives and the new Tumbarumba
Council, five (5) representatives

3. Both new Councils remain undivided with no Wards

4. Mayor to be elected in accordance with section 282 (2) of the Local Government Act 1993,
by the councillors from among their number

5. Elections for the new councils to be held in accordance with Schedule 10, Part 4 section 8
(2) of the Local Government Act 1993 but with the view to being held as soon as
practicable after the proclamation date

Resourcing the De-amalgamation

The de-amalgamation costs have been estimated at $4.02M to $4.824M and the following
actions are recommended:

6. Establish and recruit staff for the Transition Project Office

7. Recruitment of General Managers Elect or Interim General Managers for the new Tumut
and Tumbarumba Councils, 3 months before Proclamation Day

8. Recruit temporary staff and/or engage consultants with appropriate skills to assist with the
implementation of the DIP

9. The costs of the Referendum and elections for the two new councils will be considered a
de-amalgamation cost

10. Each council to undertake a loan of $1M from NSW Treasury

11. Grant funds be sought for the balance of de-amalgamation costs
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12. Review whether there is capacity to further reduce operational and capital programs in
2025/2026 and 2026/2027 financial years to build unrestricted working capital

13. Include the de-amalgamation scope and costs in the 2025/2026 and 2026/2027
Operational Plans

14. Utilise TechOne's Project Management Module to track progress with the DIP

Distributions

15. Distribution methodologies are outlined on Pages 24, 25 and 26 and are generally as
outlined below.
» Distribution methodologies for assets (including WIP), liabilities (including borrowings)
and staff are generally allocated on a location basis
¥ ICT licencing and equipment distributed on staff location
» Receivables based on outstanding rate assessments and grant location, remaining
proportional
» Cash and investments will be distributed for the purpose held with the balance of
unrestricted cash (including untied internal restrictions) apportioned by cash and
investments held as at 12 May 2016
» Payables where practicable will be allocated based on location/project with the
balance allocated on a proportionate basis
» Staffing will initially be on location basis supported by a number of shared service
arrangements in the short term to contain costs
» Interim staffing structures to provide a guide to recruitment in the lead up to the de-
amalgamation and during and post the employment protection period
Division of Budget items will be based on a range of Drivers as outlined on Page 24

v

Asset and Asset Management
16. Confirm asset split between the two councils

17. Develop a framework and commence preparation of separate Asset Management Plans
for the two new Councils

18. Confirm asset condition, useful lives, performance and maximum acceptable outages

19. Review and revise (if necessary) Business Continuity/Disaster Recovery Plans regarding
the establishment and operation of the two new Councils

20. Both new Councils to adopt a position to renew, replace and/or upgrade existing assets in
preference to expanding the asset base
Communication and Engagement

21. Continue regular communications to all staff using multiple channels of communication
(written, verbal, face to face) about what's happening and next steps.

IGM > ELT > GLT > Communications Team

22. Assuming a positive outcome from the Local Government Boundaries Commission and
Minister for Local Government approval, develop for and against cases for the
Constitutional Referendum

23. Development of a Change Management Communications Plan across the organisation

24. Develop a communication strategy to ensure the community is kept informed of the
progress of the De-amalgamation implementation
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Governance

25,

26.

27.

28.
29.

30.

31.

32.
33.

Costs of the de-amalgamation be accurately captured with the financial accounts of Snowy
Valleys Council to ensure equitable distribution between the two new councils.

Monthly reports be presented to Council on the implementation progress and costs
incurred.

The two new councils adopt the existing Snowy Valleys Council policies and procedures
until the new councils have an opportunity to review.

Draft delegations be prepared for the two new councils on a position basis.

Engagement of external expertise to review distribution methodologies and compliance
with adopted methodologies.

Establish separate registers for the new councils for existing and new contracts, grants,
donations and charges exemptions, insurance including Workers Compensation,
agreements, plant etc.

Engage temporary staff and/or consultants to undertake a comprehensive review of
registers and plans as outlined on Pages 31 & 32.

Quarterly reports on De-amalgamation progress be a Standing Item on ARIC agendas.

The SVC 2025/2027 Operational Plan should be prepared for SVC and two separate
Councils and include:

» Detailed de-amalgamation cost estimates as outlined on Page 18.

» Additional costs for cost areas such as Executive Staffing, Insurances, Councillor
expenses, Information Services etc.
Identification of funding sources i.e. grants and loans
> Delineation of capital Works Programs into the two new Council areas.

‘7

Information Systems

34.

Finalise the Business Software to be utilised by the two new councils i.e. TechOne for both
councils or TechOne for Tumut and either TechOne or Civica for Tumbarumba

35. Finalise and reach agreement with third party software providers

36.

Develop a shared service model for the delivery of Information Systems and support
noting that it is likely that each Council will have a separate Integrated Business Software
System.

People and Culture

37.

38.

39.

40.

Endorse interim structures, to enable transfer and placement of staff into new structures
prior to commencement date.

SVC Employee Assistance Program (EAP) to be expanded to enable staff have access to
mental health and other support during the de-amalgamation and transfer process.

Confirm that section 354F of the Local Government Act 1993 provides appropriate
protections for existing staff.

Development of Interim Workforce Management Plans to identify the following:
» Shared Service arrangements

Skills gaps

Workforce capacity and capability

Flexible working arrangements

YV VYY
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Statutory Planning

41. Confirm that the existing Local Strategic Planning Statement, Rural Lands Study,
Community Participation Plan are to be utilised by the new Councils until the adoption of
new Plans in each new area.

42. Ensure communication with Information Services is effective for the duplication of
electronic data management and connections with the NSW Planning Portal for each new
Council.

For Land use Planning, it is noted that that the two new Council’s will continue to operate under
the Tumut LEP (2012) and the Tumbarumba LEP (2010), the Snowy Valleys Development
Control Plan 2024 and relevant Developer Contributions Plans.

Service Delivery (Internal and External)
43. Document existing service levels in preparation for the establishment of the new Councils.
44. Match existing service delivery levels to available funding for both new Councils.
45, Review service criticality for the two new Councils.
46. Review and establish pricing principles for the new Councils.

47. Review satisfaction and importance ratings in Customer Satisfaction Surveys for services
and assets to guide resource allocations

48. ELT in collaboration with all Working Groups develop shared services models ensure the
continuity of services and also enable efficient staffing structures throughout the
employment protection period.

Risk
49. Liaise with Insurance Providers to ascertain estimated costs for the following classes of
insurance:
» Public Liability/Professional Indemnity
Property
Motor vehicle
Councillor and Officer Liability
Crime
Environmental Liability
Personal accident
Casual Hirers and
Workers Compensation

Y ¥V ¥

YV VVYYVYYVY

Y

Financial Sustainability
50. Progress the new Councils’ financial sustainability in accord with the elements below:

» Afully funded operating position reflecting that the new Councils collect enough
revenue to fund operational expenditure, repayment of debt and depreciation.

» Maintain sufficient cash reserves to ensure that the Councils can meet short-
term working capital requirements.

» Fully funded Capital Works Program, where the source of funding is identified
and secures for capital renewal and new capital works.

» Rate the sustainability of the new Councils using similar definitions utilised by
TCorp, and the financial sustainability risk ratings.

» Achieve a ‘moderate risk rating after the second term of the new Councils’
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Proclamation

51. The details of the Proclamation would be finalised throughout Stage 2 but could include

the following:
» LGA boundaries (assumed to be the former boundaries)
» Number of councillors for each new Council (proposed that Tumut have 7

councillors and Tumbarumba have 5 councillors)

» Method of electing the Mayor

» Timing of the elections

» Whether the new councils will be an undivided area (preferred) or divided into
Wards.

» Advice that existing Strategies, Plans and Policies of Snowy Valleys Council would
apply to the new councils to facilitate a ‘business as usual’ approach

» Division of assets and liabilities including cash reserves held

» Provision of funding through a grant and/or loan to enable the de-amalgamation
(section 218CC 6A)
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Attachment 2 - 20241209 Financial Sustainability Plan

FINANCIAL SUSTAINABILITY
PLAN

Demerged Councils: Tumut and Tumbarumba

N

Snowy Valleys

Council
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Executive Summary

Snowy Valleys Council is exploring its demerger into two new councils — Tumut and Tumbarumba -
based on the former council LGA boundaries. While the merger was funded by Government and the
new council allowed 15 months to establish before councillor elections, a demerger differs in that
funding is uncertain and 12 months may be required to prepare for the demerger before councillor
elections some 3 months later, while still operating (then winding up) the current Snowy Valleys
Council. However, s218CC (6A) does permit (at the discretion of the Minister) to provide up to $5m
through a mix of grant or loan to underwrite the demerger. Otherwise, SVC would be required to
erode its working capital or de-restrictable internal reserves to fund the demerger.

To support the consideration of a demerger by the NSW Boundaries Commission and the Minister,
SVC was required to prepare a plan to demaonstrate the financial sustainability of the new councils.
OLG published its thresholds to indicate sustainability.

This Financial Sustainability Plan (FSP) reflects most of the diagnostic methodologies and steps and
principles towards acceptable levels of revenue raising and expense reductions deployed with the SVC
Financial Sustainability Plan. It differs as a consequence of the lower scale of operations for the new
councils (eg dividends would be unavailable) and increase in expenses (eg duplication of staff and
technology).

The FSP follows the distributions of income and expenses, reserves, debt and staffing provided by SVC
and estimated at FY2025, proposing two scenarios for Tumut and three for Tumbarumba, to provide
options for councillors to focus the spend on assets, to be conservative with expectations of
competitive grant funding, and be sensitive to the affordability of the inevitable increase in rates and
annual charge revenues to build the working capital and reserves to absorb financial shocks and renew
assets, as expected by OLG.

This Plan also assumes the same service criticality, role and pricing settings established in the SVC FSP.

While the preferred scenarios would be contemplated by the Commission and Minister as evidence
of sustainability, the matter of willingness and capacity to pay would be subsequently tested with the
community through the integrated planning and reporting (IPR) framework. An uplift to general rates
and annual charges would be required early in the new councils’ lives. It is apparent however, that the
loss of scale (and any cross subsidisation) following demerger most significantly impacts the taxing
revenues for Tumbarumba.
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1

Brief

Further to the background reports, Council sought proposals to assess the long-term financial
sustainability of the existing Snowy Valleys Council and the proposed two new Councils. In particular,
the Brief sought to:

iv.
V.

assess the long-term financial sustainability of Snowy Valleys Council and the proposed two
new Councils.

review the methodologies for the proposed distribution of assets and liabilities and the
distribution of the 2024/2025 budget

construct a nominal 2024/2025 budget and long-term financial plan for the two proposed new
entities

identify opportunities to increase revenue streams and decrease expenditures

explore and make recommendations on potential shared service arrangements

It is proposed the Financial Sustainability Plans (FSP) will frame the pathway, principles and pricing to
guide a refreshed Financial Plan for SVC and the new councils, and include sustainability scenarios

that:

a.

e.

converts the SVC budget from an accrual Income Statement to an Operating and Capital
Account format

prepares several scenarios that build options that progressively incorporate changes to
service, rates of recovery, asset OMR and rating levels from FY25

nominates options to modify expenditures and revenue streams

apportions SVC estimates into the new councils (based on distribution data from SVC), and
forecasts SVC and new councils Operating and Capital Accounts, and associated ratios

Volume llI, outlining those distributions and a financial sustainability plan for the new councils based
on the preferred Scenario, is presented in this document.
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2 Sustainability Context

2.1 Financial Obligations

The NSW Local Government Act 1993 (Act) at s8B, records the following principles of sound financial
management applicable to councils:

(a) Council spending should be responsible and sustainable, aligning general revenue and expenses.

(b) Councils should invest in responsible and sustainable infrastructure for the benefit of the local
community.

(c) Councils should have effective financial and asset management, including sound policies and
processes for the following:

(i) performance management and reporting
(ii) asset maintenance and enhancement
(iii) funding decisions

(iv) risk management practices

(d) Councils should have regard to achieving intergenerational equity, including ensuring the
following:

(i) policy decisions are made after considering their financial effects on future generations,
(ii) the current generation funds the cost of its services
It is understood OLG has nominated the following key thresholds to illustrate financial sustainability:

Council must achieve a fully funded operating position reflecting that it collects enough
revenue to fund operational expenditure, repayment of debt and depreciation.

ii. Council must maintain sufficient cash reserves to ensure it can meet its short-term working
capital requirements.

iii.  Council must have a fully funded capital program, where the source of funding is identified
and secured for both capital renewal and new capital works.

iv.  Council must maintain its asset base by renewing identified ageing infrastructure and ensuring
cash reserves are set aside for those works yet to be identified.

The National Financial Sustainability Study of Local Government (PWC 2006) defined sustainability as
the ability of a council to manage expected financial requirements and associated risk and shocks over
the longer term without disrupting normal revenue and expenditure arrangements.
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2.2 Why a Financial Sustainability Plan

In recent years, the cumulative effect of drought, natural disasters and covid — together with the
accompanying surge in infrastructure grants and housing stimulus — has masked the underlying
financial results and ongoing resilience of many local councils.

Ideally, councils should prepare a Financial Sustainability Plan (FSP) each term, nominating key issues,
principles, pathways, organisation capacity and performance, involving:

¢ reappraise and rank the status and enduring importance of existing strategic actions and projects,
alongside community surveyed ranking of satisfaction and importance.

e utilise the Act (s8B) and TCorp framework as benchmarks of sustainability, and redesign financial,
asset, resilience and workforce indicators through that lens.

¢ the financial plan (LTFP) should reflect the FSP path, with profiles, scenarios, forecasts and
revenue recoveries; and annotations on reliability/risks of estimates and grants.

e the sustainability of councils could be monitored through the lens of lower and upper threshalds
(for example, the operating performance ratio may be -10% to +10%) to signal a council in distress,
or a council raising more revenues than required; or that asset renewal performance is acceptable
within a 90-110% range, with annotation in the financial statements which may reference
influence of disaster grant funding.

e the revised indicators should signal if a council is displaying the sustainability risks to enable
appropriate interventions (SRV, service or asset reviews, performance improvement order PIO) —
rather than rely on a sequence of financial statements to disclose the risk, albeit too late

The fundamental responsibility of local councils is to maintain and appropriately renew (or run to fail)
its assets. Depreciation is the ‘barometer’ by which assets are assumed to deteriorate equally each
year, moderated by condition/remaining useful life assessment and revaluations of assets on a five-
yearly cycle — against which renewal schedules are generated in asset management plans. The
condition and fit-for-purpose settings for those assets influence the functionality of services and
community perception of performance of the council.

Many councils face a capacity and capability dilemma. Local government is fundamentally in the
business of development and construction, yet those costs have escalated beyond CPI and the skills
remain scarce (or snapped up by Government or private sector). High risk and large expenditure
programs and projects delivered by local councils require particular skillsets (asset management,
project and contract management, development assessment, financial and risk management) that are
difficult to attract and retain inhouse — otherwise consultant or contractor margins apply.

The FSP for the proposed demerged councils draws on the Phases utilised in preparation of the FSP for
Snowy Valleys Council and refers to the Principles and Pathway relevant to the respective new council.
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2.3 Financial Sustainability Plan or Financial Plan

Preparing a ‘financial sustainability plan” (FSP) each council term and adopting appropriate principles
and settings to inform the financial planning process, becomes a guide to tax settings (rates, annual
charges) required for the council term, to deliver the assets, services and projects identified (and
agreed) through the Integrated Planning and Reporting (IPR) framework. A FSP should particularly
apply to those councils at less than a ‘moderate’ risk setting and a negative outlook (utilising the TCorp
framework). In turn the Audit Risk and Improvement Committee (ARIC) should attest at the end of
each term, its view on a council’s position and progress towards sustainability.

What's the difference? The FSP considers scenarios, identifies interventions and sets the platform to
shift the resources (asset, financial, workforce) towards the settings that may attain the benchmarks
required of OLG. The Financial Plan (or LTFP) publishes the forecast expenses and revenues and the
respective financial results in accord with the integrated planning and reporting (IPR) requirements.

Sustainability Plan Financial Plan
« Profile » IPR practice
* health assessment » Format
+ trends analysis + operating and capital account
* underlying base position m + Fund accounting
* risks * Forecasts
» Settings * risks-confidence with $
* Pathways * Ratios
* Expectations + OLG
* Scenarios * SVC
Figure 1

The FSP differs to the LTFP in that:

e interventions are introduced in the FSP

e revenues and spend are not indexed (as they are in the LTFP)

e assets are the primary focus of expenditure in the FSP

e anyinterventions are in addition to any indices, such as rate cap, applied in a future LTFP

e focusison cash movements and balances to illustrate sustainability, rather than accrual-based
Income Statements — in that way, the value of depreciation is backed out

s scenario formats differentiate operating from capital results, and combined results — rather
than focus on input resources of the typical Income Statement format

Budget discipline is then applied through the FSP as:

® service costs are not expected to expand beyond the levels of service set in FY25

e the dollar value of indexed revenues (ie rate peg, CPl) between financial years, becomes the
funds available to expend on services and assets operations in those years

e surplus cash results are available to build working capital or restricted funds (reserves)

e grants received in excess of budget, that are for the purposes accommodated in the FSP,
should be placed into working capital or respective restricted funds (reserves)
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2.4 Financial Sustainability Framework

The NSW Government commissioned financial sustainability assessments through Treasury Corp
during the ‘Fit for Future’ program in 2012-15. A sustainability rating was established that nominated
the performance and resilience expectations of a very strong to a distressed council.

Generally, most NSW councils’ function within the ‘very weak’ to ‘strong’ bandwidth. In that context,
it is anticipated SVC (while it continues to publish accumulative annual operating deficits) would be
classified ‘weak’, while the new councils may initially be ‘weak’ or ‘very weak’ until the sustainability
interventions proposed later in the FSP are embedded into the new council’s service, financial, asset
and workforce plans.

Extract TCorp Sustainability Framework

o adequate capacity to meet its financial commitments in the short, medium and
long-term.

o expected to regularly report operating surpluses.

able to address its operating deficits, manage major unforeseen financial

shocks and any adverse changes in its business.

minor or moderate revenue and/or expense adjustments.

some changes to the range of and/or quality of services offered.

capacity to manage care business risks is sound.

adequate capacity to meet its financial commitments in the short to medium-

term.

acceptable capacity in the long-term.

Moderate o likely minor to moderate operating deficits, may recently have a significant
operating deficit.

o likely able to address its operating deficits, manage unforeseen financial shocks

and any adverse changes in its business.

moderate revenue and/or expense adjustments.

number of changes to the range of and/or quality of services offered.

capacity to manage core business risks is moderate

acceptable capacity to meet its financial commitments in the short to medium-

term

limited capacity in the long term.

moderate to significant operating deficits.

o unlikely to be able to address its operating deficits, manage unforeseen
financial shocks, and any adverse changes in its business.

o significant changes to the range of and/or quality of services offered.

o difficulty in managing core business risks

o limited capacity to meet its financial commitments in the short and medium-
term, and a very limited capacity long-term.

o significant operating deficits.

Very Weak o highly unlikely to be able to address its operating deficits, manage unforeseen
financial shocks and any adverse changes in its business without the need for
structural reform and major revenue and/or expense adjustments.

o significant changes to the range and/or quality of services offered

need the assistance from higher levels of government.

o difficulty in managing core business risks

Sound

o]

o0 0 0

o]

oo O ©

[s]

Weak

8]

(]

Table 1
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2.5 Financial Sustainability Risk Ratings

Councillors agreed that SVC's FY23 sustainability risk ratings were per the table below, and likely mimic
those of the new councils:

Measures Current
Financial Sustainability Framework Risk Rating
i capacity to meet financial commitments in the short to medium-term. adequate ceptab limited

il capacityto meet financial commitments in the long-term. adequate eptabl limited

iii.  expected operating results balanced inor-mod deficit mod-signif deficit

iv.  capacity to manage financial shocks and any adverse changes inits business. able like unlikely

V. require revenue and/or expense adjustments inc derat significant

vi.  changes tathe range of andfor quality of services offered i derat significant

vil.  capacityto manage core business risks mino derat significant/govt assist

i collects enough revenue to fund operational expenditure, repayment of debt and depreciation 1 B0

il sufficient cash reserves to ensure it can meet its short-term working capital requirements adequate eptal limited

. fully funded capital program, with source of funding secured for renewal and new capital work: 100° 505

iv. maintain its asset base by renewing identified ageing infrastructure 100 B0%

v.  cashreserves are set aside for capital works 1 50%

Table 2

While SVC has been assessed as a high ‘weak’, following the distribution of revenues and expenses to
the respective new councils based on the FY25 Operational Plan — and noting modest estimates for
additional staffing, technology and councillor expenses consequent to a demerger — Tumut remains
rated as ‘weak’, while Tumbarumba is assessed as ‘very weak’.

Following consideration of options presented for the SVC FSP, councillors nominated the principles
and interventions underpinning Option 3 was the preferred scenario to migrate the new councils from
a ‘weak’ to at least a moderately sustainable council across two terms. Any changes to expenditure
and revenue profiles are then to be managed through the Integrated Planning and Reporting (IPR)
framework, and the relevant Long Term Financial Plan (LTFP).

The indicators proposed to monitor progress include the specific OLG financial and asset indicators,
and other indicators mapped to the sustainability measures above (Attachment 3).
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2.6 Financial Sustainability Path

As acknowledged in the SVC FSP, local communities rely on councils, the level of government closest
to their place of residence and work to provide the services supported by public infrastructure. Public
infrastructure is an essential public good. The fundamental responsibility of local government is to
operate, maintain and renew local public assets (infrastructure, utilities, facilities).

Therefore, sufficient public taxes (rates and annual charges) should be raised to meet those annualised
costs of maintaining and renewing public infrastructure assets under the respective new council’s
control. The gap in funding may become the grant funding ‘ask’. Ratepayers would normally expect
those taxes should fund those asset and essential public good services.

Ideally, any funding gap should be covered by reliable annual ‘allocated’ asset grants. In the absence
of those asset grants (which are often subject to volatility), for a council to manage expectations of
asset functionality, condition and presentation - the certainty of taxes, recoverable from property, is
paramount.

2.6.1 Objectives

The sustainability expectations expressed by OLG are outlined in Section 2. The proposed targets,
indicators and sources of data to achieve those are summarised below:

Financial Asset
i.  fully funded operating position iii.  fully funded capital program
* Operating Result * Tax-Asset Gap
average balanced > 10yr cycle * general taxes ~ general asset MRD
total revenues exceed expenses * utilities reserves ~ minimum match augmentation funding
tax growth > depreciation growth + tax growth > depreciation growth
source: Income Statement * supplementary rates > new property asset MRD

debt service ratio < 20%
* source: Note B2-1; Note B3-4; Note C1-1; Special Schedule 7
ii. sufficient cash reserves
= Working Capital
unrestricted + de-restrictable internal > 25% opex
movement in cash balance

iv. maintain the asset base
* Asset classes renewed per AMP
average renewals ~ depreciation > 10yr cycle
asset MRD per yr ~ 3-4% WDV
reliance on grants for renewals < 10%
condition of assets ~ asset consumption
source: Note B2-4; Note C1-7; Special Schedule 7

source: Statement Cashflows; Note C1-1

Utilising their financial statements, a high level measure of a local council’s sustainability is the extent
to which its general rates cover the annualised expense of required general infrastructure asset
maintenance (special schedule 7) and general infrastructure asset depreciation (Note B3-4), as the
proxy for expected asset renewals. The financing for utilities is expected to be self-funding as those
taxes are not capped.

As outlined in Section 3, as the expenses and revenues for the proposed new councils are distributed
from the SVC FY25 operational plan, they demonstrate a significant gap in general asset funding. It is
proposed that gap be narrowed through phased increases to taxes (general rates) and receipt of
reliable annual allocated asset grants. Unfortunately though, a large portion of general asset grants
are competitive and unreliable. Hence the path to sustainability for the new councils (that have
reduced scale and cross subsidy once demerged) should include growth in tax revenues.

11
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The broad financial sustainability objectives applicable to each proposed new council are:

a. progressively building property taxes (rates and fixed annual charges) to meet the cost of
combined General assets and Utility assets maintenance and depreciation

b. building utility charges to regularly produce appropriate and planned surplus to accommodate
seasonality and effects of population and climate change

e place surplus into reserves to absorb financial shocks and accommodate future augmentation

* minimise risk of cross subsidy with general operations

c. restructuring general rates and utility charging models, so that

e the tax on land value (ad valorem rate), plus the fixed annual utility charges, plus relevant
asset grants, meet the cost of respective General assets and Utility assets maintenance,
depreciation and debt servicing

s the fixed tax per property (base rate), plus Utility user charges, plus relevant service grants,
meet the cost of essential public good and utility operational expenses

d. bundling utility (water, sewer and stormwater) expenses and revenues into an Integrated Water

Cycle Management Fund (IWCM), where annual charges, user charges and respective grants and

contributions to meet the cost of

e respective utility maintenance, depreciation and operational expenses

e future augmentation capital or debt servicing

¢ water cycle and flood catchment expenses (harvest, discharge, servicing)

¢ relevant attributed organisation expenses

e. progressively building unrestricted cash and internal reserves as working capital to the equivalent
of three (3) months of cash operational expenditure

e retained to absorb financial shocks (emergencies) or accommodate program or project
opportunities identified in Delivery Program (grants)

s proceeds of sale of property, or a portion of capital funds set aside for asset renewal that are
superseded by grants that exceed (or were not included in the FSP) — should be placed into
internally restricted funds (reserves)

2.6.2 Steps

The key Path and Steps to financial sustainability for the new councils are summarised below:

1 Migrate to Moderate
Sustainability rating (Term 1),
the Sound rating (Term 2)

2 Retreat to Minimalist
Position (Term 1), progress
perhaps Optimalist (Term 2)

focus spend on fit for purpose, functional assets
build property taxes ~ asset OMRD

build working capital and asset reserves

focus on and manage movement in cash (reserves)
refine service and asset standards

dampen service/support growth

repurpose old contributions/grants

apply sustainability principles

convert FSP settings into LTFP forecasts

clarify critical and essential public good assets-services
confirm mode of delivery for public good services
withdraw from non-essential, poor RoR services
limit service/asset scope to value of grants received
seek alternate providers

explore shared service/hosting options

expand service/asset offer in line with tax growth

Q@™ anTaTTa™e an T a
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3 Alter mix of asset MR

4 Communicate Revenue

Policy

5 Establish pricing principles

and rates of return

6 Improve transparency

7 Manage expectations

acknowledge assets in generally good condition

reduce renewals to 70%, return to 100% (with SRV/AC)
focus spend on key building renewals

retain utilities renewals at 100%, align to IWCMP
reframe utility AC to asset MRD

modify asset intervention levels, monitor via hybrid IPPE
introduce alternate rate model structure

illustrate tax and fee mix for services

illustrate service and asset funding gaps

phase charge/fee and SRV growth, to narrow gap
introduce special purpose annual charges

revise distribution of rate burden in categories

phased uplift to regulatory and private good pricing
continue growth in market good pricing

attribute support costs (ABC) to reveal real cost and RoR
commercial service to cover cost of asset OMR

all other services bear share of nett support costs
retain-build services with high RoR yields

revisit annual charges with IWCM (incl stormwater)
distinguish Funds (general from utilities)

integrate water, sewer, stormwater in IWCM Fund
adopt operating and capital account reporting format
refine asset accounting schedules and SoIR

account for Fund, SRV and AC annual reporting

ensure utilities resilient and self funding

policy settings (grants, gifted assets, donations, reserves)
engage ARIC to oversight risk and sustainability status
refine service and asset standards (potentially by locality)
refresh AMP, contribution plan and service statements
purge unfunded strategy and plan actions-projects
establish and publish trade offs

ask targeted service and asset survey questions

publish asset MR and project schedules

8 Invest in resilience and
organisation maturity

o

".'-h

ancsatrsanTFa SO ANTATNANTTAaTNANTAT™ AN T

phase a ‘build-buy-borrow’ workforce (cadets, hybrid)
share technology platforms

transition to ‘digital first’ transacting

design population and climate adaptability into renewed
and new assets

incorporate asset lifecycle into AMP and financial plans
lead with strategy (prepare/refresh AMP, IWCM, DWM)
pursue and monitor workforce and AMP indicators

Table 3
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2.6.3 Assumptions and Interventions

The draft Transition-Implementation Plan should be observed with this Demerged Councils’ Financial
Sustainability Plan. At the outset, it is assumed (and preferred):

V.

Government will underwrite the demerger costs through combination grant and loan
therefore, council working capital or internal reserves will not be diminished

TCorp will exclude depreciation when considering capacity for borrowings

there is an appetite in Government (following the Parliamentary Inquiry into the financial
sustainability of local councils and emergency services funding arrangements) to contemplate
alternate funding options for SVC or the demerged councils
demerged councils would commence from FY27 (ie the year of effect of proposed SRV)

Noting the Government is reviewing the funding of emergency services in NSW, an emergency service
special purpose annual charge was suggested with the SVC Financial Sustainability Plan. While it is not
proposed in the demerged councils FSP, in line with (iv) above, there is an argument the Minister may
contemplate applying s125 of the Local Government Regulations to enable an emergency s501 annual
charge to NSW councils where national parks and state forests interface with urban areas — such as
Snowy Valleys and the south coast LGAs - and could potentially form part of a proclamation.

A summary of the initial Assumptions and Interventions applicable to each proposed new council is
below, with more detail provided in Section 4:

Assumptions

property growth 0.5%pa
disaster grants exhausted
allocated grants flat
competitive grants halved
aemerger cost = grant

tax and fees uplift excludes
annual rate peg-CPI (LTFP)
that $ uplift = increase in
funding for service-support
LoS per OP25 settings

fully attribute organisation
support costs (ABC)

fully recover plant hire costs
investment interest grows
with reserves

no new hnrrowmg:

debt Pl declines

current office/depots ok for
new council staffing

Interventions:

SRV: 2. 5%pa
no special AC (incl in above)
Criticality: build reserves for
utilities seasonality/augment

+ includes drainage AC
RoR: annual growth in yields
for regulatory, share, private
and market services ~ 2.5%
Assets first: reset MR~1% WDV
Assets first: grow MR > 2.5%pa
Assets first: grow investment in
AM 1%, depreciation 2.5%pa
flatline growth in
support
Renewal: equivalent to
depreciation on 43\1!’[:1135‘.‘ pa
Capex: matched to value of
capital grants-contributions
WC: build to 25% cash opex

Services

non-asset services

As!

sumptions

property growth 0%pa

disaster grants exhausted
allocated grants flat
child/aged grants retained
competitive grants halved
demerger cost = grant

tax and fees uplift excludes
annual rate peg-CPI (LTFP)
that & uplift = increase in
funding for service-support
LoS per OP25 settings

fully attribute organisation
support costs (ABC)

fully recover plant hire costs
investment interest grows
with reserves

debt Pl rises with any loans
current office/depots ok for
new council staffing

Interventions:

+  SRV: 3x 10%pa; 4 x 5%pa

+ no special AC (incl in above)

= Criticality: build reserves for
utilities augment ~10% pa

* includes drainage AC

* RoR: annual growth in yields for
regulatory, private and market
services ~ 2.5%

+  Assets first: reset MR>1% WDV

+  Assets first: grow MR > 4-5%pa

+  Assets first: grow investment in
AM 1%, depreciation ~ 2.5%pa

+  Services: flatline growth in non-
asset services - support

+ Renewal: equivalent to
depreciation on average pa

+ Capex: matched to value of
capital grants-contributions

*+  WC: build to 25% cash opex

Table 4

LTFP: long term financial plan | ABC: activity based costing | AC: annual charge | WDV: asset written down value | AM: asset
management | WC: working capital | RoR: rate of return/recovery | LOS: level of service | Pl principal and interest

Since the initial councillor workshops, alternate draft Scenarios for the new councils considered other
SRV options to the above Interventions, all of which are above the annual rate cap:

a. phased low level SRV increases per year from FY26
b. one-off SRV increases at the beginning of each council Term (FY26 and FY28)
c. larger one-off SRV increase at the beginning of Term 1 (FY27)

14
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2.6.4 Sustainability Plan Settings

The key settings of the new councils FSP Scenarios are similar to those for SVC:

Expenditures

a. as infrastructure, building and utility assets have benefited in recent years through renewal and
upgrade expenditure funded by grants, the new council’s asset operations and maintenance
expenditures should be reset by the councillors, and guided by professional staff, where the focus
remains on

o a notional 1% of the written down value (WDV) of each subclass of asset will apply to
maintenance
o a notional 2% of asset WDV applied for renewals will be monitored against actual
depreciation
o expenditures above those levels may occur in any year due to seasonality (maintenance)
or grant stimulus (renewal or upgrade)
s annualised expenditure on asset maintenance and renewals grows a minimum 2.5% per year
¢ annual consumption of assets will be checked against % of assets in good or better condition
e modest investment in asset and project management maturity continues

b. cap upgraded or new assets to the value of associated capital grants or contributions
s scope asset and other projects with appropriate escalations and contingencies (ie ~P50-80)

s minimise exposure to funding project gaps, or legacy funding of discontinued or under-funded
programs sponsored initially by Government

e prepare and align asset management plan (AMP) and contribution work schedules scope and
values, refreshing estimates 5-yearly, and index to PPl annually

c. flatline service and support costs at the levels from FY25 Operational Plan
® increase service expenditures each year, only to the equivalent dollar value of indexed annual

revenues, raised as rate peg or CPI
® reassess service and asset offer based on service catalogue prepared by SVC

d. minimise cost of workforce churn

e recruitment generally takes 3 months (particularly for specialist roles), requiring backfill or
overtime at higher costs

e monitor cost of unplanned absence on productivity, and consequent impact on overtime,
excess leave, lost time injury

e. optimise application of TechOne enterprise platform
e assume configuration and training complete by FY25 (and transferable to new councils)

Revenues

a. restore capacity to operate, maintain and renew assets with council-controlled funding sources
e progressively narrow the funding gap between general assets operations, maintenance and

depreciation expenses, and general rates revenues
e source reliable annual allocated grants to support the maintenance and renewal of assets
b. continue to self-fund the utilities (water, sewer, waste, stormwater)

e informed by integrated water cycle management (IWCM) and associated business plan
schedules for utility augmentation appropriate for change to population, climate and
standards
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restructure annual and user charges to appropriately recover respective costs of asset
maintenance from service operations of the respective utilities

c. build capacity to deliver critical and essential public services

identify high importance services through community survey

confirm criticality and role of council in delivery of public good services (community service
obligation - CSO)

narrow the funding gap for essential public good services, through general rate settings
source reliable annual allocated grants to support public good services

d. apply beneficiary pricing principle to non-‘essential’ services

grow level of cost recovery through fees for regulatory, private and market services

e. reduce reliance on grants

build council-controlled own source revenues

scope programs and projects to the value of fully costed grant applications (including project
management and contingencies/cost escalation)

assess and apply future legacy costs of grant and gifted assets into financial plans

f. optimise property portfolio

2.6.5

use returns from real estate to support funding for projects

place returns from asset sales into internal reserves for future reinvestment

returns from leasehold are compared to BBSW yields to inform decisions on disposal or
retention of property

proceeds of sale of property, or a portion of capital funds set aside for asset renewal that are
superseded by grants that were not included in the FSP — should be placed into internally
restricted funds (reserves).

Sustainability Standards

Consolidating the expectations of legislation and OLG outlined in Section 2.1, the following table
suggests the Standards the new councils should pursue and monitor:

1 Working Capital 5 Asset expenditure 9 Public good services (CSO)

* ~ 25% cash opex * ~ 3% asset WDV * ~100% base rate/program grant

2 Reserves 6 General Rates 10 Private good/market services

» > 75% cash capex - ~ general asset MRD « >75% user charges/fees RoR

3 New Capital Projects 7 Taxes (AV rates/asset grants) 11 Service Growth

+ ~ 100% grant/contribution + ~ 100% asset OMRD * ~ 100% related fee/grant growth

4 Supplementary Rates 8 Utility Annual Charges 12 Service Void

+ > 100% gifted asset OMRD + >100% asset OMRD + ~ grant/third party/collaboration
*OMRD: asset operations, maintenance, renewal, debt servicing RoR: rate of return (operational cost recovery)

Essentially, these become the annual and end of term checks the new councils are progressing
appropriately towards the sustainability measures expected at FY32.
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2.6.6 Financial Sustainability Measures

Section 2.4 referenced the financial sustainability framework. The measures proposed for the
demerged councils mirror those established with Snowy Valleys. The purpose of the new councils FSPs
is to build capacity to acceptable or adequate levels by the end of Term 2.

Measures Current
Financial Sustainability Framework Risk Rating
i capacity to meet financial commitments in the short to medium-term. adequate ceptalk limited

i.  capacitytomeet financial commitments in the long-term. adequate ceptat limited

iii.  expected operating results balanced minar-mod deficit mod-signif deficit

iv.  eapacityto manage financial shocks and any adverse changes in its business.

unlikely

V. require revenue and/or expense adjustments nino derat significant

vi. changes to the range of and/or quality of services offered mine noderat significant

vil.  capacityto manage core business risks ino derate significant/govt assisy
i,  collects enough revenue to fund operational expenditure, repayment of debt and depreciation 100 E 80%

ii.  sufficient cash reserves to ensure it can meet its short-term working capital requirements adequate eptat limited

50%

iii.  fully funded capital program, with source of funding secured for renewal and new capital work:

iv.  maintain its asset base by renewing identified ageing infrastructure

v.  cashreserves are set aside for capital works

Table 5

The SVC FSP suite of financial, asset and workforce indicators will be utilised to guide the councils’
progress towards their preferred scenario over the next two terms (Attachment 3).

The indicators include the specific OLG financial and asset indicators, and other indicators mapped to
the sustainability measures above

2.6.7 Capacity and Capability

Reference is also made to the SVC FSP — in particular the capacity and capability of the organisation
(staff and technology) and the effect of distributing those resources through demerger. The
Implementation Plan puts forward estimates for duplicate staff and technology, relying heavily on
shared resources (see Section 2.6.8) to mitigate those costs. The attraction, retention, development,
interaction and scaling of staff and technology resources — contemporary with the future service offer
of the respective new councils — will be vital to their sustainability. A future-focused workforce
management plan, refreshed at each council term, should align to the programs and projects the
councillors adopt in their Delivery Programs, and the changing digital environment (eg mobility, Al).

Like most regional councils, the challenges identified for SVC and the new councils are common:

e ageing workforce

s continuing to engage existing employees

¢ retaining key workers with critical skills and experience

s competition for skills with other councils and agencies

s retaining and optimising the contribution (and wellbeing) of mature aged workers

e successful adoption of new technologies, new management systems and methods of work
e accommodating the differing needs of a multi-generational workforce

¢ staff training and development costs

o keeping staff safe in changing working and climatic environments

e retaining and training resources to attend to natural disaster and other emergency events
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o life cycle of the salary system

e accommodating employment flexibility and work/life balance

* identifying opportunities to deliver shared services

e creating greater workforce flexibility such as more multi-skilled workers/teams
e capturing and transferring corporate knowledge

The Steps in Section 2.6.2 promotes the investment in resilience and organisation maturity through:

e nurturing skills and succession by a phased approach to a ‘build-buy-borrow’ workforce (eg

cadets and hybrid working conditions)

e assess, build and monitor organisation maturity in key skills (asset, finance, risk, planning and

project management)

e share technology platforms with each new council or joint organisation
e transition to ‘digital first’ transacting, for high volume, low value activities to enable more staff

to community interactions

* design population and climate adaptability into the renewal and construction of new assets,

utilising IPWEA and other guidance

e incorporate asset lifecycle costings and forecasts in the AMPs and financial plan
* monitor relevant workforce and AMP indicators

2.6.8 Shared Resources and Facilities

The SVC councillors considered a mix of resources, staffing and facilities that may be shared between
the new councils, other adjoining councils or a joint organisation. That also includes partnering with
volunteer groups or NGOs to deliver services (eg community transport) or maintain assets (eg

gardens).

To minimise the enduring cost of duplicated staff and technology following demerger, the new
councils should be bound (through service agreements or contracts) to enter arrangements to share
facilities (eg landfill), services (eg street cleansing) or contractors (eg waste collection). Sharing of plant
may be problematic given the spread of road assets to be maintained. The NSW Audit Office
observations regarding the success of shared resources in the sector, should be considered.

The mix of opportunities for the new councils to share staff, facilities and other resources to provide
support, deliver services or to maintain assets include:

development assessment-building certification
environmental health
HR, timesheet, payroll and recruitment
cadet trainee program (if externally funded)
ARIC, conduct review, compliance reporting and
legal panels
risk management and WHS
internal audit and risk management drafting
project management office and contract
administration
integrated computer platforms and applications
(laaS and SaaS)

Table 6

strategic land use planning (LEP, DCP, rezoning)
spatial mapping (GIS) administration
development contributions administration
State/regional roads maintenance

asset management plans, designs and renewal
scheduling

street cleansing

noxious weed, pest and catchment control
scheduling MMS, condition assessment,
revaluation of assets

waste — landfill and transfer stations

18

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND

FINANCIAL SUSTAINABILITY PLANS

Page 86



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda Thursday, 12 December 2024

2.6.9 Trade Offs

Over the years SVC, like many councils, has prepared, consulted and adopted a host of strategies and
plans. Some of those may pre-date the current Snowy Valleys councillor group (and community), while
others may have been shelved for lack of funding. They may include community, pools, recreation,
roads, environment, asset and tourism plans for example.

Regular testing of community sentiment through the IPR community engagement strategy (each term)
and satisfaction survey (biennial), should become a vehicle to inform the respective new council
communities of the challenges before the council, seek community views on the mix and quality of
services and assets, and gauge the relative importance of services and projects proposed by the
council.

The new councils should revise the enduring relevance of those SVC strategies and plans, before
establishing or rebranding their own. It is appropriate then, they should identify the relevant strategy
findings applicable to the respective council, the recommendations and actions that have been
addressed, those that remain underway, those that may be considered for funding in their first
Delivery Program, and others that should be purged. In that way, councillors and community are clear
on which actions and projects are to be pursued and referenced in their respective IPR, and
importantly, be clear which actions and projects will not be pursued — in other words, manage
expectations.

In that context, those items may be included in a schedule of ‘trade offs’. An example of asset activity
trade offs, is below:

Will Do (available funding) Won't Do (constrained funding)

= Operational activities and reactive * Respond to all CSRs immediately
maintenance as required » Maintain all of the assets at all times

* Monitor the condition (current and trend) + Conduct Level 3 assessments on the entire
for all assets network

» Provide scheduled maintenance to high * Renew (list) in condition 4 and 5
priority assets * Replace assets in condition 5

* Renew assets in condition 4 and 5 on a * Expand the (list network) as planned without
priority basis grant funding and available matching reserves

* Provide upgrades of identified assets, as
required, to support the growth of the Trade Offs
city, and

* Increase the network to support new + Assets deteriorate faster (rutting, cracking)
development/subdivision areas * Lower travelling speeds, load limits

+ Increased insurance claims

Table 7
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2.6.10 Financial Plan Settings

The FSP settings and financial actions set the platform for each new council to prepare and monitor
their respective Resourcing Strategy, including the financial plans (LTFP). The financial plans record
the estimates and indices expected to be realised each year. The table below summarises those
expectations:

Category Actions
Revenues +  regulatory and private good service fees and charges will be phased upwards to attain
the rates of recovery of operating costs (per pricing policy)
+ market good service fees and charges will be phased upwards to attain the rates of
recovery of operating and associated asset costs (per pricing policy)
+  subsidies received to support market services such as children’s programs, will
be recognised as fees revenues
* average annual rates bill would need to increase in real terms
« differentiate and account for user charges from annual charges (eg DWM)
* raise s501 annual charges to recover asset maintenance, renewal and debt servicing
(MRD) for waste and drainage

Expenditure + annual per-capita spending on services and support would be flatlined per year
* anyincrease in spend on services and support is capped to the monetary value
of indexed rates, charges, fees and grants revenues respectively

«  utilise borrowings, reserves and grants to smooth out lumpy capital expenditures

*  water, stormwater and catchment quality expenses will be appropriately charged to the
utilities

+  costs of supporting services and asset management will be distributed to services and
asset expenditure, and be based on a recognised resource effort and transactional
drivers (ie activity based costing) to record the real cost of services

Grants « grants will be sought to initiate or continue services to the extent that all costs are
recovered
+  programs and projects will be annotated in budgets to record which they are
subject to, or will not commence, until an executed grant deed or works-in-kind
deed is in place
* plan and account for downstream impact of 'lead" or 'legacy’ grants
+  programs where annual portion of grants declines
+ ongoing operations and maintenance costs for grant funded projects for
upgraded/new assets
«  strip back non-critical programs to value of grant

Contributions *  bundle existing contributions greater than 5 years for expenditure on similar purpose or
location

+  prepare or refresh contribution plans to raise revenues for
* new or upgraded assets in appropriate catchments under s7.11 EPAA, or
+  generally for renewal of existing assets under s7.12 EPAA
+ align the contributions work schedules to the equivalent AMP schedules

* reset contribution plans on 5-yearly basis, in line with asset revaluations
+  apply PPl indices between those periods
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Assets

Asset Plans

Services

annual maintenance expense to average around 1% WDV assets
annual renewals capex to average around 2% WDV (per AMP)

+  renewals capex should be equivalent to depreciation expense (moderated by
AMP renewal priorities)

+  respective actual annual maintenance and renewal expenditure may move
within or outside that 3% bandwidth, pending seasonality (maintenance) or
grants availability (renewal)

limit new or upgrade capex to value of funding by capital grants and contributions
distinguish asset operations from maintenance expense

distinguish asset renewals from upgrade components in capital projects, to mitigate
inadvertent growth in depreciation

minimise growth in ‘work in progress’ (WIP), as it defers depreciation and may signal
low organisation capacity to complete capital works

plan for and track movement in depreciation and renewals, measured against asset ratio

refresh asset strategy objectives each council term, having regard to movement in
*  population, load, resilience, customer, asset upgrade and asset obsolescence
refresh asset management plans (AMP) each term
+ design resilience and adaptability into renewed, upgraded or new assets, for
population and climate change risks
+ align AMP work schedules to contribution plans and financial plans
+ utilise asset revaluation metrics for financial plan forward estimates and
insurable assets
apply life cycle management for assets, so that acceptable estimates for acquisition,
operation, maintenance, renewal and disposal are embedded in financial plans
consider phased deferral of preventative maintenance and renewals on assets recently
updated through disaster grant funding
apply the principle of ‘Narrow the Gap’, aimed to progressively align asset maintenance,
renewal and debt expenditures to the revenue raising capacity of general rates and
utility charges, and associated asset grants
fund infrastructure maintenance and renewals from operating revenues and surpluses;
and enhancements from reserves, capital grants, contributions and borrowings
+ ifunviable, moderate asset plans to available funding and forecast downstream
impacts on asset condition and ratias
use debt and movements in cash reserves to help ‘smooth’ large injections of assets
renewal or upgrades across several years
utilise asset revaluation cycles to schedule condition assessments and revision of
remaining useful lives for primary classes and subclasses of assets
*+  assess movements in depreciation expense
+  utilise values for insurance portfolio settings
assess and monitor anticipated values of assets contributed through developments
+  estimated annualised value of maintenance and depreciation
+ extent to which supplementary rates and charges from subdivision or other
developments recover those forecast expenditures
+ establish appropriate rate subcategory or rate settings to recover those costs

revise service and asset offer each term
+  council role in delivery, criticality of service and respective asset
+  maximum allowable outage for critical service and assets
+ monitor levels of cost recovery (regulatory, private, market, utility)
+  reassess levels of service against ‘satisfaction and importance’ biennial surveys
reappraise levels of service settings far services such as
+  optimising service hours to those times most suited to community expectations
+ delaying responsiveness to customer requests/complaints, to improve
reliability of scheduled and planned maintenance and renewal activities, and
turnaround of applications
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« performance of shared service arrangements, outsourcing or contracting some
services or facilities

Policies « establish policies and revise each council term for
+  rating (including categories and portion of ad valorem and base rate yields)
*  pricing

+  grants (purpose, application and acceptance)
+ gifted and grant funded assets

+  restricted funds (reserves)

+ donations, waivers and exemptions

+  investments

+  borrowings

+  property

Results *  balanced budget must be averaged across the ten year financial planning cycle
« annual cash surplus should be attained so that
+  working capital accumulates by end Term 2 to 25% of cash opex each year
« utility funds accumulate reserves to fund planned future augmentation
+  cyclical (as opposed to structural) deficits can be tolerated to ensure that tax smoothing
occurs

+  meet financial ratios < 2 terms
*  meet asset ratios < 1 term

Table 8

2.6.11 Pricing Settings

As indicated previously, it is assumed the new councils will initially replicate the service and asset
criticalities and roles/modes of delivery as that proposed by SVC. The proposed new council Scenarios
assume a similar service and pricing profile to the SVC model:

PUBLIC:cSO | | SHARED | | REculaToRY | | PRVATE | [ umwmy MARKET
Bridges Aerodrome Animal Agad; MuttiSenvice Outlet Waste Management Caravan Park
Carparks Community Develapment Developenent Proerty ‘Wastewater Oparations Certilication
Cammunity Faciliies Community Transport Erviranment Cemetery Water Supply Children's Senices
Ernergency Management Sparting Grounds Weeds ant Pests Drainage and Stormwater Gammercial Warks
Foctpaths Swimming Pools Regulatory Senvices
Keib and Gutter Tourism Growth {strategic planning)
Libearies Ecanomic Development
Park and Open Space
Public Health
Public Tedets
Roads
Road Satety
Tree Management
Current* [ 0 5 30 5 100 100
Proposed | >10% 225% >50% >75% >100% >100%

Table 9
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3. Financial Distributions

The draft Demerger Transition-Implementation Plan published the proposed methods of distribution
of physical, financial and staff assets (Attachment 4). Those methods will apply at the time of
Proclamation with the distributed results subject to the windup and final audit of SVC.

In the meantime, the SVC FY25 Operational Plan expenses and revenues have been notionally divided
between the two new councils, together with asset values and staff FTE numbers. Those distributions
have been placed into a Note B1 format to display the comparative financial results for each new
council, should they have commenced in FY25. The Note Bl format also distinguishes incomes
(exclusive of grants) and expenses (exclusive of depreciation) to illustrate the cash result (excluding
depreciation), the rates of return for regulatory-private-market Programs from council fee settings,
and the appropriateness of depreciation charges as a percentage of the respective asset WDV for each
Program. It should be noted, only nominal estimates have been included for duplicated executive and
specialist staff and technology costs, while some asset values (and corresponding depreciation) are
under review following implementation of asset register and preparation of asset plans early in 2025.

Notwithstanding, the Notes below illustrate:

e Dbroad Service and Program groupings

s nett financial result of each Program

e asset supporting each Program (and notional 3% annual spend on maintenance and renewal)
s reliance on grants (note: children’s services income includes government subsidy)

e portion of depreciation and employment per Program

e staff FTE per Program

e rates of return (cost recovery via charges and fees) of programs, excluding value of grants

e extent to which those rates of return are within target range

Thes figures have been used as the base for the Scenarios for each new council in Section 4.
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4  Scenarios

To follow the Sustainability Steps in Section 2.6.2, SVC nominated Scenario 3 from the SVC Financial
Sustainability Plan, as the preference to model the new councils’ financial settings.

As outlined in Section 2.6.3, the Interventions proposed in Scenario 3 for each council are summarised
below, with further detail in Section 4.5:

*  no new borrowings
debt Pl declines
current office/depots ok for

new council staffing

depreciation on average pa
Capex: matched to value of
capital grants-contributions
WC: build to 25% cash opex

with reserves

debt Pl rises with any loans
current office/depots ok for
new council staffing

Assumptions: Interventions: Assumptions: Interventions:

*  property growth 0.5%p: * S5RV: 2.5%pa * property growth 0%pa *  5RV: 3x 10%pa; 4 x 5%pa
disaster grants exhausted * no special AC (incl in above) disaster grants exhausted * no special AC (incl in above)

+ allocated grants flat +  Criticality: build reserves for » allocated grants flat *  Criticality: build re s for
competitive grants halved utilities seasonality/augment « child/aged grants retained utilities augment ~ é
demerger cost = grant includes drainage AC * competitive grants halved includes drainage AC

* taxand fees uplift excludes RoR; annual growth in yields * demerger cost = grant *  RoR; annual growth in yields for
annual rate peg-CPI (LTFP) for regulatory, share, private + tax and fees uplift excludes regulatory, private and market
that $ uplift = increase in and market services ~ 2.5% annual rate peg-CPI (LTFP) services ~ 2.5%
funding for service-support Assets first: reset MR~ 1% WDV + that $ uplift = increase in . s first: reset MR>1% WDV

*  LoS per OP25 settings first: grow MR > 2 5%pa funding for service-support . ssets first: grow MR > 4-5%pa
fully attribute organisation first: grow investment in * LoS per OP25 settings +  Assets first: grow investment in
support costs (ABC) lepreciation 2.5%pa + fully attribute organisation AM 1%, depreciation ~ 2.5%pa
fully recover plant hire costs Sery flatline growth in support costs (ABC) +  Services: flatline growth in non

¢ investment interest grows non t services - support + fully recover plant hire costs asset services - support
with reserves Renewal: equivalent to *  investment interest grows + Renewal equivalent to

depreciation on average pa
Capex: matched to value of
capital grants-contributions
WC: build to 25% cash opex

In addition to the phased introduction of special rate variations (SRV) illustrated above, the following
SRV variations has also been modelled for each new council, assuming Proclamation takes effect on 1
July 2026. Each SRV is in addition to the annual rate peg set by IPART. It may be prudent to pursue an
early single SRV uplift to mitigate any future beneficial increases to the rate peg should a phased SRV
be preferred.

¢ Scenario 3.0
o annual cumulative SRV commencing FY27
= Tumut 2%pa
=  Tumbarumba 7.5%pa
e Scenario 3.1
o One off SRV at FY27
= Tumut 10%
*  Tumbarumba 50%
e Scenario 3.2
o Two SRV at FY27 and FY29
*  Tumbarumba 20% each

Each variant was designed to achieve a similar rate revenue outcome by the end of Term 2, the utilities
to generate adequate cash and overall, then achieve acceptable levels of working capital (unrestricted
cash and suitable internal reserves) by FY32. The Scenarios and Sustainability Indicators are displayed
below.
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4.1.1 Scenario 3.0

BLE'S 206'% rEE'Y £86'E TES'E wo's 157 ER
ETETY TETTF 63L'TH STTH L0 FIE0r DGE'EE [0
13540 e
13500 13540
IR e e ey ey ey ' w000 HOD'D
) ) ) ) ) 299 598 ) 000 HOD'D
BT 6T BT'L IBT'L LBT'L L6T'L L6I'E LBL'E w000 4000
60’ 60’ £B0'E 160’ 260' 260'% £60' 60 w000 4000
5’7 6957 6457 a5’z &rs'T T T8’z 1T w000
g = = ¥3E vaE ¥aE (=3 (=3 w00
zzr zsr S =3 =3 =3 = zsp w000
56T 5261 Ge6'T 6T 56T 6T SI6'T 61 000
SEL LTl 669 ] %99 &8 ££8 818 HOST %052
PIET S9L'T E o'z &'z 9T oTv' T ST 05z
05’y Gar'y 0SE'R 'Y 5y o'y 1r6'e o't w05E
507 0z 96T 06T i 78T 7ol 08T oS T
KT peC'T ZOE'T = vz’ ST s X
vEL'y Gt S92 T80'y i88'¢ T6L'E 669'¢ 6081
s 63E'Z o ez BIE'Z w62’ vz’ 1522 00T
e ez it aeet et et 0 —
TZTER PEL LR £07'9F T T FIEEE LTy GITTF
£ELT 39z 09 ur'z 17’z L 00 00T
L61'L L61'L L61'L L6T'L 612 EL0'E Vs
156 vl 7651 ze" BI0'T 455 %000
[ [ [ (=) e [ KO0
8L 8L L #AL AL Ll s
[ a6k [ [ [3 =3 =) =]
%€ *® % % 3 £ ot ot
TELE TEL'E 168 T6.'% 6% 6% 1645 164°%
[ =] aEE =] (=3 [=3) (=) [
(14 k14 f 14 #az (4 562 (24 (244
el N £hi N N 169 £19 459
e 2ET'E L50'E 867 [ 6687 [ 0L HOST
s 165 £85 95 455 25} 628 518
5 €S L6 o5 68 o3y 9% L5¥
asn'e L't 629't ¥es't 12v'e e’ w2e't
TS5'T1 SIZ'TT |38'01 L5801 £52'01 va6's vi8'8 £7572T
Gir'E O06Z'6 £01'6 626'8 L' 46" rir's ZLE'S
[ oo 7 o00's 7 vn's 7 0008 000's _ 000’4 _ 000 _ 000§ _ [ ewer T v
zeAd TEAd 0EAd 6ZAd A zad azad 405TAY saamul  UenUBNEI | UenUBAIIY
[ Zuual T uwag

saines

g

uitid

EAEIED YLEND 'AUIOIPOIAE ‘SRUBIAED
1§ pac) ‘P ‘el

(MagHsO

({IBLERALLIOTS PUE B15EW “JBMAS JB1EM - 531NN

LN PUE 31580 15ME5 '1S1EW - 53111IN) 3u

1343 "SilEY TENUBMISa) |21} S30Ua0) puE 8583 AN

(1auap/Emidin) 11038 ONIYYI40
‘SI5NINI ONILYHI0 TVI0L

PESUIBN/SUDANGITIE ©
(431EMLICIS DU 31SEM 'IaMES 1B1EM) 5

321088 ©
{153 13U1) Sl@isUeD s pue SUaNELap ©
s sanea) + unddns o

UMW) SEAIRIES ©
[D0WY1201) S410w 31EAd PUE 1E10LGD ©
{asea sy ‘lenuspise Bs) fuatoid ©

lah] sam sisEsp Jp5se ©
)

[wowdinba-y Eroaidap 1asse o

Budap 1555 &

(s audop 1asse o

(BN E-ued) S3UE BRI EW/S 00 18558 ©

B jB5E o

A 55120 (SB0051 Y 2I0UEH) 0ILEUSMIELL PLE SUBIE0E 10858 &

wawzdeue 12a(01d pue 12558 ©

aeF

SINNIATH ONILYHIAO TWLO0L
(spuapunip jaur) sayie ©
{naupany wed o

PRI SIONG R ©

8l # 1SBIBII UBUASEAL| ©
Esippue s Aousfiaws o
e S1955€ ©

UGNERIIAI "HUOUGDE AIMNLIWIG "UBAD NS ©
A ‘paBk USIPIND ©

[EET FET S

e ‘woddns 'Jwouas Aunwwos ¢

uanRIal &

[0 1) S0, 1Ead pUR 13000089 &

U UEARIED SR BUGIDOIE SSRGS 1D PR USIPID ©

24 WSO PAD) B ‘JEUILE ‘S

fausizws wsuno ©

{sonesmdo) a1sem avas

(13558) 0IEMLIICIS PUE 215EM 1BMDS JEEM. &

3500 0
waenpe o
£ZAd WD AHG 1 ENUAE BILL0LS

JEUONIEPUNOS- € 0|1EUBIS

29

HAID 1255 12558
SARHPUSANT FUTESII0

sy

| eusaguy

158UB1 Jsaiapy

Kzuaiisws-Bunesado

aannadwos-Funeado

paleaye-Huelaco wes

P T B
wnosoy dunesadp

nwing

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND

FINANCIAL SUSTAINABILITY PLANS

Page 97



Thursday, 12 December 2024

Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda

zEa'es Tas'es scr'er SrEry 262'68 96E'SE 508 £0z'i2
5097 SLET (57T 6997 1257 105 a1
LT wr'Z wrL'T 6681 18t [
18965 aLL'ar SPE'er L6L°68 96E'SE L80'1E B0Z'LE 9€0'7E
zeAd TEAd 23] 62hd (2] ZZad 92K SEA eZhd
_ we's aie'y _ (2 _3.- o'y 6CE'Y IR 91T
(3 ) S -] ses [ 6621 Lzt 'z
TSL' azs's ore's BEOE 569'L z55'L BYYL 0SE'9E
258 €58 sie 662 ovE e B ar
ar'ze
SEL LIL 668 9 999 6¥9 £t9 00001 500001
ce0't 610 ars'z [ 6752 Lev's 9r'e 00011 00007
sy s ase'p (g WY or0'y TrE'E e’y %0000 500007
vIL'E wr's 96T'8 vag's 595'9 1588 L' 8L7E
6118 126L 2Lt B S9E'L 901 L00°¢ [k
901'22
025 [ 012’ 9'1 St U6E'S
oo0's o00's oao's oo0's 000's 000's wo0's b0a's zZwiaL TuwsL
A oAl 0EAd 62hd 9z J17%) A d05TAd SROIpUl NORUIAIY | uouIMEIN

178

175

498

498

438

498

vy

reg

anunog

lizak jopua) HSVYD TWIOL
JEL AT,

InsEy TEIBAD
N

pieso) udnog

dins) LINS34 TIVEIAD

foyaprsmdin} NS TWLIYD
SISNIANA TYLIGVD TYLOL
1oulaid safimuag)

wend) sapesddrimau 3ddl 0
n) sapedddnimau 3ddl o

lesauzd) semaua) 344l 0

SANNIATY WLIIYD THIOL
Jap fa p

SEMOISEI 0

sEMoLaG M3 0
Apisans s o
seyes Auadeid o

LG pEos

Biaws sz B9) pareoone - swedd

1EUONEPUNOY - £ OLIBUAYS

SIS

e

saes

Si0v ) SINUIRSY |eNdED
unosay jeyden

30

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND

FINANCIAL SUSTAINABILITY PLANS

Page 98



Thursday, 12 December 2024

Snowy Valleys Council Ordinary Meeting - Late Agenda ltems Agenda

4.1.2 Scenario 3.0: Tumbarumba
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4.2.1 Scenario 3.1: Tumut
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4.2.2 Scenario 3.1: Tumbarumba
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4.3 Scenario Indicators

4.3.1 Tumut 3.0

Scenario 3 - Foundational Picing [Tras [ o [ mm [ ma | s [ em [ e [ e [
gulatory 1 2% 245 24% 250 26% 6% E ) 28% 250%
commercial {revenuesiexpenses incl attributad support) 114% a1% 3% a5m a8% >100%
property (revenuas/expenses incl attributed support) pehte 180% 5a% 65% &% 5% 0% T 730 »75%
CORIAET AN Private Works (fevenues/expenses incl attfibuted suppert) market 114% 113% 113% 113% 116% 119% 122% 125% >110%
utilities (revenues/expenses incl attributed suppart] 112% 109% 102% 115% 118% 120% 122% 124% 120%
plant [revenuas/expenses incl attributed support) T 100% 100% 100% 100% 100% 100% 100% >100%
Operating pesformance ratio - OLG _ a.0% B.8% 9.6% 10.4% 11.2% 0%
Own source revenue ratio - OLG E7.2% 87.5% &7 7% E8.0% 88.2% BB.5% B8.7% >60%
Debt servicing capacity - OLG 1.1% 0.9% 0.8% 0.7% 0.7% 0.7% 0.7% =20%
Cash expense cover - OLG 113 128 142 157 171 186 20.3 | >3mths
Movement in total cash (intemal reserves + unrestnicted) 14.2% 14 0% 12.4% 11.4% 10.0% 9.9% 10.0% >0
e e T TN T N T
Oparating Performance - cash 22.6% 23.6% 24.6% 25.5% 26.3% 27.2% 28.0% >0
Liguidity - working capital 4.3 53 6.2 71 79 B8 9.4 prmths (152
Financigl capacity - council controtled revenue B4.9% B4.9% 65.0% 65.0% 8a.0% B5.1% 65.1% >B0%
Financial capacity - grants reliance 14.59% 16.5% 16.1% 15.7% 15.3% 15.0% 14.6% 14.2% <20%
Portion of operating grants classified as ‘aliocated 70.4% 70.4% 70.4% 70.4% 70.4% 0.4% 70.4% 50%
Property Tax Capacity 129 8% 130.9% 131.7% 1315% 130.7% 129.9% 1291% =808
Property Tax and Depreciation Growth 2BE% 288% 2B9% 28%% 290% 200% >100%
Asset actual maintenance ~ AMP level - OLG 100%
Aaset renewial ~ depreciation - OLG 100.0%: 100.0% 100.0% 103.5% 103.5% 103.5% 103.5% 100%

4.3.2 Tumut 3.1

Scenario 3 - Foundational Pricing | FY25 | FY26 I FY27 ‘ Fy2s | Fr2m | FY30 [ FY31 1 FY3z | Target
gulatary incl 3% 24% 24% 25% 26% 6% 27 28% 250%
commercial {revenues/espenses incl attributed support) 114% a1% 83% 85 a8% >100%
property {revenuas/expenses incl attributed suppert) 180% 3% B5% 65% 68% 0% T2 3% =75%
COMIACT AN PIIVATE WOMKS ([EvenUes/EXpenses ICl ALrIbULed SUppor) market 114% 113% 113% 1% 116% 119% 122% 125% >110%
utiities (revenues/expenses inclattributed suppart) utiny 112% 109% 112% 115% 118% 120% 122% 124% 120%
plant [revenuas/expenses incl attributed support) offset T2% 100% 100% 100% 100% 100% 100% 100% >100%
Operating pestarmance ratio - OLG _ 2.2% 9.7% 10.3% 10.8% 11,35 o5
Own source revenue ratio - OLG B7.2% a7.7% 87.9% £8.1% 83.3% 88.5% £4.8% =60%
Debi servicing capacity - OLG 1.1% 0.9% 0.8% 0.7% 0.7% aT% 0.7% <20%
Cash expense cover - OLG 113 130 147 16.3 176 19.4 211 | >amths
Movement in total cash [intemzl reserves + unrestncted) 14.2% 16.1% 13.8% 12.2% 10.4% 2.9% 0.7 >0
Oparating Result _ 9.2% 9.7% 10.3% 10.8% 11.3% >0
Opurating Performance - cash 22.6% 24.7% 26.6% 26.2% 26.9% 27.5% 28.1% >0
Liguigity - werking capital 43 5.6 6.7 7.7 a6 9.4 10.3 pmitns (159
Financizl capacity - council controtled revenue B4.0% 65.6% 65.5% 65.3% 65.2% 65.1% 64.9% 260%
Financial capacity - grants rellance 14.5% 16.5% 15.8% 15.5% 15.1% 14.6% 14.5% 14.2% <20%
Partion of operating grants classified as ‘allocated” 70.4% T0.4% T0.4% 70.4% T0.4% T0.4% 70.4% =50%
Property Tax Capacity 129.8% 135.7% 135.5% 134.3% 132.6% 130.5% 128.2% >80%
Property Tax and Depreciation Growth 71% 2120 212% 213% 213% 213% >100%
Asset actual maintenance - AMP level - OLG oo
Asset renewal ~ depreciation - OLG 100.0% 100.0% 100.0% 103.5% 103.5% 103.5% 103.5% 100%
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4.3.3 Tumbarumba 3.0

Scenario 3 - Foundational Pricing | FY25 | FY26 | Fra7 ‘ FY28 | Fi29 | Fr30 ‘ Y31 ‘ Fraz | Target
regulatory (revenues/expenses incl attributed support) raguiatony 7% 27% 28% 2% 29% 30% 3% 3% =50%
COMMEICial [Fevenises/expenses incl attributed support) market 95% 95% 7% 100% 102% 105% 108% 110% >100%
property [revenuasiexpenses incl attributed support) BE%, 51% 52% 53%, 55% 5% 5TH EO%. *7E%
contract and private works (revenuas/expanses incl attributed support) 118% 118% 118% 118% 121% 124% 127% 130% >110%
utilities (revenues fexpenses inclattributed suppart] ihay 8% S8% 105% 120% 129% 139% 148% 160% 120%
plart [revenues/expenses Incl attriouted support) affssl TE% 100% 100% 100%: 100% 100% 100%: 100% >100%
Operating performance ratio - OLG. -3.5% -1.0% 1% 4.2% 6.8% 9.4% 12.1% ot
Own source revenue ratio - OLG E7.6% 83.1% BB.5% E2.0% 89.4% B0.8% 90.3% >B0%
Debt sarvicing capacity - OLG 1.4% 11% 11% 1.0% 1.0% 10% 1.0% <20%
Cash expense cover - OLG 7.9 a4 9.1 10.0 111 126 14.7 | =3mths
Movement in total cash [intemal resenves + Unrestricted) 2.8% T.a% 8.7% 11.6% 11.9% 14.7% 17.4% >0
Operating Result -35% ~1.0% 16% 4,2% 8% 9.4% 12.1% >0
Operatng Perfermance - cash 17.0% 19.3% 216% 23.9% 26.2% 2B.5% 30.8% >0
Ligquidsty - warking capital 0.8 1z 15 zo 24 30 3.9 pmths (153
Financial capacity - counsil controflzd revenue 41.5% 43.1% 246% 46.1% ar.4% 48.8% 50.1% =60%
Financial capacity - operating grants reliance 14.4% 15.9% 15 2% 14 5% 138% 13 2% 12.5% 11.8% <20%
Portion of aperating grants classified as allocated 65.8% 69.B% 60.8% 65.8% 69.B% 60.8% 69.8% >B0%
Property Tax Capacity T 83 0% B8 1% 2 6% 97 6% 102 6% 107 94 >80%
Property Tax and Depraciation Growth 525% 556% 580% 625% 663% T03% >100%
Asset actual maintenance ~ AMP level - OLG 100%
Asset renewal - depreciation - OLG 100,99 100.0% 100.0% 101.3% 101.3% 101.3% 101.3% 100%
General Assets Servicing Capacity B4.5% 86.2% 83.3% 84.45% 80 6% 82.5% 85.8% =80%
Utility Assets senvicing capacity (annual chaiges ~ asset MRD | 196.0% 2F2.3% 240.3% 269.7% I78.1% 293.3% 3115% >100%
Tatal Assels Servicing Capacity 101.4% 106.0% 106.0% 108.4% 108 6% 112.8% 11B3% >100%
4.3.4 Tumbarumba 3.1
Scenario 3 - Foundational Pricing | Fy2s | FY26 | Y27 ‘ Fy28 | FY23 | FY30 ‘ FYat ‘ FYaz | Targot
gulatary tributed ] regulatory P 27% 28% 5% 29% 30% 3% 2% =50%
commercial [revenses/expenses incl attributed support) market 5% 95% 7% 100% 102% 105% 108% 110% >100%
PrOperTy {fevenues/expenses Incl attributed SUpport) P (=20 51% 52% 53% 55% 56% STH 59% >75%
contract and private works (revenues/expenses incl attributed support) market 118% 118% 118% 118% 121% 124% 127% 130% >110%
utilities (revenues/expenses inclattributed suppoart] bty S8% 98% 105% 120% 129% 139% 1455 160% 120%
plart [revenues/expenses Incl attributed support) affsat TE% 100% 100% 100% 100% 100% 100% 100% >100%
Operating perfarmance ratio - OLG. -350 58% T1% B.d% B6% 10 9% 12 3% 0%
Dwn source revenue ratio - OLG B7.6% 83.9% 89.2% B3A% 89 7% 80.0% 90.3% B0%
Debt servicing capacity - OLG 1.4% 11% 10% 1.0% 1.0% 1.0% 1.0% <20%
Cash expense cover - OLG 79 95 110 127 143 160 18.0 | >3mths
Movement in total cash [Intemal resernves + Unfestrcted) 2.8% 21.1% 17.3% 16.1% 13.5% 13.5% 13.9% =0
Operating Result ~3.5% 5.8% T1% B.4% B.68% 10.9% 12.3% >0
Operating Performance - cash 17.0% 24 7% 26.0% 2T 2% 28.4% 28.7% 30.9% >0
Liquidity - working capital 0.8 23 3.5 4.7 8.5 6.4 7.3 pmths (153
Financial capacity - council controfled revenue 41.5% a7 9% 48.2% 48.4% 48 6% 49.0% 45.3% >60%
Financial capacity - operating grants reliance 14.4% 15.9% 13.9% 13.6% 13.1% 12.7% 12.3% 11.9% =20%
Portion of aperating grants classified as ‘allocated 69.8% 69.6% 69.8% 63.8% 69.6% 69.8% 63.8% >50%
Property Tax Capacity 7% 103.1% 104.0% 104.4% 104.8% 109.3% 106.1% =90%
Property Tax and Depraciation Growth 2153% 255% 274% Z5dth 3155 335% >100%
Asset actual maintenance ~ AMP tevel - OLG 100%
Assel renswal ~ depreciation - OLG 100,99 100.0% 100.0% 101.3% 101.3% 101.3% 101.3% 100%
General Assets Servicing Capacity £4.5% 109.7% 101.9% 97.9% 83.6% 86.6% 83.8% =00%
Utility ASSe15 Senvicing capacity (annual charges ~ asset MRD ) 196,09 222.3% 240.3% 259.7% 278.1% 293.3% 3115% >100%
Total Assets Sendcing Capacity 101.4% 126.0% 121.9% 121.09% 115.7% 115.5% 116.6% >100%
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4.3.5 Tumbarumba 3.2

Scenario 3 - Foundational Pricing | FY25 | Y26 I Fra7 ‘ FY28 | Fi29 | Fr30 ‘ Y31 ‘ Fraz | Target
regulatory (revenues/expenses incl attributed support) ragulatory 7% 27% 28% 2% 29% 30% 3% 2% =50%
COMMEICial [Fevenises/expenses incl attributed support) 95% 95% 7% 100% 102% 105% 108% 110% >100%
property [revenuasiexpenses incl attributed support) BE%, 51% 52% 53%, 55% 5% 5TH EO%. *7E%
contract and private works (revenuas/expanses incl attributed support) market 118% 118% 118% 118% 121% 124% 127% 130% >110%
utilities (revenues fexpenses inclattributed suppart] ihay 8% S8% 105% 120% 129% 139% 148% 160% 120%
PIAMT [[evenues/Expenses Incl attrinuted support) affsel TEW 100% 100% 100% 100% 100% 100% 100% >100%
Operating performance ratio - OLG. -3.5% 11% 2.4% 7.2% 8.4% 9.7 11.1% ot
Own source revenue ratio - OLG E7.6% 83.3% BB.6% B9.3% 89.6% BD.9% 90.2% >B0%
Debt sarvicing capacity - OLG 1.4% 11% 11% 1.0% 1.0% 10% 11% <20%
Cash expense cover - OLG 7.9 a7 9.5 110 123 139 15.7 | *3mths
Movement in total cash [intemal resenves + Unrestricted) 2.8% 11.4% 9.68% 16.5% 13.6% 13.8% 14.3% >0
Operating Result -35% 1.1% 24% 7.2% A% 9.7% 11.1% >0
Operatng Perfermance - cash 17.0% 21.0% 22.3% 26.3% 27.6% 28. 7% 30.0% 0
Ligquidsty - warking capital 0.8 15 19 z8 36 43 2.0 pmths (153
Financial capacity - counsil controflzd revenue 41.5% 44.6% 45.1% 4B.0% 48.3% 48.7% 49.1% *60%
Financial capacity - operating grants reliance 14.4% 15.9% 14 8% 14.4% 133% 12 9% 12.5% 12 1% <20%
Portion of aperating grants classified as allocated 65.8% 69.B% 60.8% 65.8% 69.B% 60.8% 69.8% >B0%
Property Tax Capacity T B3 8% 80 2% 101 7% 102 2% 102 8% 103 74 #50%
Property Tax and Depraciation Growth 1004% 255% 1149% 254% 316% 339% >100%
Asset actual maintenance ~ AMP level - OLG 100%
Asset renewal - depreciation - OLG 100,99 100.0% 100.0% 101.3% 101.3% 101.3% 101.3% 100%
General Assets Servicing Capacity B4.5% 53.1% 85.7% B4.7% 85.5% 82.7% 80.9% =80%
Utility Assets servicing capacity (annual charges - asset MRD ) 196.0% 2F2.3% 240.3% 2659.7% 276.1% 293.3% 311 5% >100%
Tatal Assels Servicing Capacity 101.4% 111.9% 108.1% 116.3% 113.1% 113.0% 1141% >100%
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45 Scenario Assessments

The TCorp Sustainability Framework settings, OLG definitions of sustainability, and the likely matters
relevant to an SRV considered by IPART are summarised as:

TC

orp OLG IPART (SRV)
capacity in short, medium, + balanced budgets * acceptable service-asset
long term « suitable level working capital standards
low risk of deficits + low reliance grants to renew « grant-gifted asset MRD gap
unrestricted cash to absorb assets * low-impractical rates of return
shocks « adequate cash reserves to + borrowing to supplement
low risk of unplanned changes fund assets reserves for asset renewal-
to budget « meets financial and asset ratios upgrade
low risk of unplanned changes * meet financial and asset ratios
to service-asset standards
4

All Scenarios are designed to:

vi.

vii.

viii.

ix.

ensure annual surpluses are planned, to build working capital (unrestricted cash and internal
reserves) capable of absorbing financial shocks, renewing assets in line with asset plans and
depreciation benchmarks, and optimising capacity to co-fund grant projects and programs
grow annual investment in maintenance and renewal of assets

sustain asset renewal ratios at benchmark

flatline any growth in services and support expenditure to the monetary value of annual rate
peg or CPl indexation (above planned FSP yields) applied by the new councils to revenues

be conservative with expectations of growth in competitive grants and interest returns
provide flexibility with planned annual surpluses to contemplate future changes to asset and
service scope and standards

ensure the utilities (water, sewer, waste, drainage) are self-funding, and generate adequate
cash to absorb seasonal variances and accommodate future population and climate-driven
augmentation

reinforce necessity for appropriate accounting, informed decision making and budgetary
discipline

progressively meet OLG financial and asset benchmarks

All Scenarios mirror the settings of Scenario 3 considered in the SVC FSP and the distributions of
income and expenses outlined in Section 3. However, no demerged council Scenarios propose
introducing special purpose annual charges or dividends. The new Scenarios also reflect the groupings
of services bundled into the pricing categories (regulatory, private, market, utility) tabulated in Section
26.7.

The Table below summarises the results of each Scenario, against the Standards in Section 2.6.5.

Interventions
Tumut | Tumbarumba
By end Term 2 (FY32) S3.0 53.1 $3.0 53.1 S$3.2
Standards  Working Capital ~ 25% cash opex 24% 28% 8% 23% 11%
Revenue/Reserves > 75% cash capex 53% 57% 32% 41% 36%
New/Upgrade Capex ~100% grants/DC 100% 100% 100% 100% 100%
Asset spend ~ 3% asset WDV*" 3.4% 3.4% 3.7% 3.7% 3.7%
Generalrates ~general asset MRD 81% 81% 74% 72% 69%
Utilities Ann Chg >100% asset OMRD* 128% 128% 175% 175% 175%

*operations, maintenance, renewal (depreciation), debt Pl
*excludes impact roads asset revaluation
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4.5.1 Interventions Summary

The Table below summarise the Interventions per Scenario. The introduction of a proposed s501
drainage annual charge (similar to that proposed with the SVC FSP), is designed to recover 50% of the
FY25 nett cost of that service, and forms part of the overall annual 3% or 10% uplift in utilities annual
charges income for Tumut and Tumbarumba respectively. Those revenues may then contribute to the
cost of street cleansing, flood catchments and maintenance of the stormwater drainage network. The

current s501 stormwater annual charge may continue to apply to stormwater upgrades.

Interventions
Al | Tumut | Tumbarumba
annual % 53.0 531 53.0 53.1 5§3.2
Distributions per Note B1 supplied by SVC
splits: @ FY27/FY29
Income General Rates 2% pa |10% FY27| 7.5% pa |50% FY27|20%/20%
Utility Ann Chg 3% pa 3% pa 10%pa | 10%pa | 10% pa
Drainage AC new new new new new
Utility User Chg 3% pa 3% pa |10/5% pa|10/5% pa | 10/5% pa
Regulatory Fees animal 2.5
development 2.5
environment health 2.5
weeds 2.5
Market Good Fees caravan Park 2.5
certification 25
children’s Services 2.5
commercial Works 2.5
Private Good Fees aged: M5S0 2.5
community transport 2.5
property 2.5
cemetery 2.5
Shared Good Fees recreation 2.5
tourism 2.5
Interventions
All | Tumut | Tumbarumba
Expend Operating annual % S3.0 S3.1 53.0 53.1 53.2
Asset management 1.0
General Asset OMR @ 1% asset WDV 2.5/5.0
Utility Asset MR @ 1% asset WDV 2.5/4.0
Plant OMR 2.5
General Asset dep'n ~2% asset WDV 2.5
Utility Asset dep'n ~2% asset WDV 25
Plant dep'n 25
Services 0.0
Support 0.0
Utility Operations 0.0
Duplicate FTE/NT per demerger plan
Capital
General Asset Renewal per depreciation 100
Utility Asset Renewal per depreciation 100/110
New/Upgrade per capital grant/DC 100
Loan Payments per SVC schedule
Table 11
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4.5.2 Scenarios Financial Summary

Applying the Interventions above, the figures below informed the summarised Results above,

Results ($,000)
Tumut | Tumbarumba
53.0 S$3.1 S$3.0 S3.1 53.2
Through Term 2 Cash Opex FY32 34724 34724 23374 23374 23374
Generalaccum WC FY28 8308 9556 1776 5485 2599
General Reserves FY25 5843 5843 5340 5340 5340
General Reserves FY32 15803 16969 10170 13118 11426
Utility Reserves FY25 7590 7590 10011 10011 10011
Utility Reserves FY32 21051 21051 17900 17900 17900
General Asset Capex FY26-32 29745 29745 31625 31625 31625
Asset WDV FY24 472723 472723 316194 316194 316194
Asset 3% FY24 14182 14182 9486 9486 9486
AllAsset MRD FY32 16281 16281 11557 11557 11557
General Rates FY32 9475 9489 7278 7074 6791
General asset MRD FY32 11707 11707 9891 9891 9891
Utilities asset OMRD FY32 12033 12033 3747 3747 3747
Utilities AC FY32 15401 15401 6563 6563 6563

*operations, maintenance, renewal (depreciation), debt Pl
“excludes impact roads asset revaluation

Table 12

Applying the asset values from the recent financial statements, the estimates provided for each
Scenario compares favourably with the ‘asset reckoner’ of 3% of asset written down value (WDV)
being available each year to expend on infrastructure, facility and utility asset maintenance and
depreciation (ie renewals).

Each Scenario varies only in terms of the effect of different approaches to the SRV for the new councils,
and the subsequent changes to financial results, in turn influencing the funds available for working
capital and reserves. Most other Interventions remain constant each year in each Scenario.

As a consequence, Term 1 is designed to accumulate surpluses into general working capital, then those
surpluses accumulate into general reserves in Term 2. The annual results of the utilities accumulate
each year into their respective externally restricted reserves across both Terms. In that way, asset
reserves are built to enable more secure (and smoothed) funding of asset renewal by council (ideally
at 75%) — signalling any gap required to be sought through grants and contributions for future renewal
or augmentation works. For example, while general reserves double from FY25 levels for Tumut and
Tumbarumba by FY32, they still only support 60% and 40% of asset capital expenditures respectively.

Similarly, in all Scenarios for both councils, while growth in rates income generally exceeds growth in
general assets depreciation expense, annual general rates still fall short of the combined general asset
maintenance and depreciation — that gap also signalling the value of grants required to maintain and
renew assets to achieve the OLG benchmarks. It is expected though, competition for grants will
tighten, the value of grants will diminish (as Government repairs budgets), co-funding requirements
will rise, and natural disaster declarations (prompting grant funding) will be more cautious.

However, while it is acknowledged general assets are in good conditions due to disaster grants
funding, to be conservative, future renewals have not been reduced in Term 1 to 70% of depreciation.

In that broad context, the following observations are made for each of the new council Scenarios.
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4.5.3 Tumut

The Tumut Scenario 3.0 proposes a smoothed annual growth in general rates yields around $0.18m,
and an annual uplift around $0.4m in utility annual charges and user charges. Fee yields grow 2.5%
each year (~$0.12m) to improve rates of return on the operating costs of regulatory, private and
market-good services. Other than regulatory services (refer list in Section 2.6.8), the nominated rates
of cost recovery (noting council generally covers cost of the assets supporting those services through
rates), get close the proposed target ranges.

The smoothed SRV contrasts to the single SRV uplift of $50.84m in FY27 to bolster the operating results
and accelerate the accumulation of working capital and reserves demonstrated in Tumut Scenario 3.1.

However, as asset and service expenses and related revenues remain constant through both
Scenarios, when the FY32 results are compared to the OLG Standards, there is little significant
difference between the different approaches to elevating rates revenue.

The Table of Measures in Section 4.3 indicate Tumut approaches or achieves the sustainability settings
desired by the end of Term 2.

With reference to Section 5 below, both Scenarios are on par regarding average annual rates and
utilities charges. Council should separately assess the ‘willingness to pay’ and ‘capacity to pay’ through
the Integrated Planning and Reporting process.

On balance, Scenario 3.1 (single SRV uplift FY27) should provide an optimal outcome, and mitigate
any risk of an understated estimate for a future rate pegin an SRV application.

4.5.4 Tumbarumba

The Tumbarumba Scenario 3.0 proposes a smoothed annual growth in general rates yields around
$0.4m, and a similar annual uplift around $0.4m in utility annual charges and user charges. Fee yields
grow 2.5% each year (~50.2m) to improve rates of return on the operating costs of regulatory, private
and market-good services — including returns on children and aged services.

Other than regulatory and property services, the nominated rates of cost recovery (noting council
generally covers cost of the assets supporting those services through rates), achieve the proposed
target ranges.

The other Tumbarumba Scenarios contrast to Scenario 3.0 via a significant single SRV uplift around
$2.4m in FY27 (Scenario 3.1), or a two-part SRV raising rate revenues around $1m and $1.1m in FY27
and FY29 (Scenario 3.2). Both those Scenarios aim to bolster the operating results and accelerate the
accumulation of working capital and reserves.

As illustrated in the table of results in Section 4.5.2, those latter Scenarios are superior to Scenario 3.0
in terms of rapidly building working capital and reserves to buffer future financial, disaster or
economic shocks.

Asset and service expenses and related revenues remain constant through all Scenarios, with the SRV’s
influencing the FY32 results when compared to the OLG Standards.

45

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS Page 113



Snowy Valleys Council Ordinary Meeting - Late Agenda Items Agenda Thursday, 12 December 2024

However, when examining the rates tables in Section 5, there are stark differences in average rate
profiles between the Scenarios. For example, the average FY28 residential rate in Scenario 3.1 is
equivalent to what that rate would be in FY32 in Scenario 3.0 (ie $1300). That option is softened in
Scenario 3.2 where the FY28 average residential rate is similar but differs by $250 by FY32 as the
second SRV has taken effect.

Similarly, the benefit of scale and cross subsidisation is lowered in the utilities through demerger, with
the annual 10% uplift in charges aimed to build reserves to co-fund future utility renewals and
augmentation. The tables in Section 5 illustrate the indicative growth in residential and business
annual charges, and the introduction of the annual drainage charge.

Council should separately assess the ‘willingness to pay’ and ‘capacity to pay’ through the Integrated
Planning and Reporting process.

On balance, Scenario 3.1 (single SRV uplift FY27) should provide an optimal outcome, and mitigate any
risk of an understated estimate for a future rate peg in an SRV application. However, it does have a
significant upfront rating impact. In that context, Scenario 3.0 minimises that ‘bill shock’ and should
be the preferred option for Tumbarumba — however, the early years as a demerged council remains
vulnerable. In this circumstance, should Scenario 3.1 be pursued, it may be prudent to claw back asset
renewals to 70% of depreciation benchmarks in Term 1, to dampen the initial need for increased tax
revenues.
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5 Rating Impacts

The tables below illustrate estimated changes to rates and utility annual charges at the end of each
council Term through the nominated Interventions per Scenario (noting the estimates exclude any
annual indexation through the rate peg or CPI increases the new councils may impose).

5.1 Rates and Annual Charges FY25

Tumut No. of % % Average Water Sewer | Waste | S/water | Drainage
Total Revenue
Assess | Assess Yield rate AC AC AC AC AC
Residential 4773 74% 4,616,305 54.09% 967 260 875 618 0 ]
Business 400 6% 955,836 | 11.20% 2,380 410 970 693 0 0
Farming 1298 20% 2,952,013 | 34.59% 2,274
Mining 3 0% 10,016 0.12% 3,339
Total 6,474 8,534,170

*res:20mm | bus: 25mm

Tumbarumba No. of % % Average ‘Water Sewer | Waste | S/water | Drainage
Total Revenue
Assess | pssess Yield rate AC AC AC AC AC

Residential 1469 58% 1,306,557 27% 889 260 875 618 25 0
Business 190 8% 331,643 7% 1,745 410 970, 693 75 0
Farming 870 34% 3,177,902 66% 3,653
Mining 0% - 0%
Total 2,529 4,816,102

*res:20mm | bus: 25mm

5.2  Rates and Annual Charges FY28

Scenario 3.0
Tumut No. of % % Average Water Sewer | Waste | S/water | Drainage
Assess | Assess e Yield rate AC AC AC AC AC
Residential 4773 74% 4,735 54.09% 992 276 528 656 25 38
Business 400 6% 980 | 11.20% 2,451 435 1,029 735 75 38
Farming 1298 20% 3,028 | 34.59% 2,333
Mining 3] 0% 10 0.12% 3,425
Total 6474 8754
*100% upgra *50% depn
Tumbarumba No. of % % Average Water Sewer | Waste | S/water | Drainage
Assess | Assess [HEEIREL AT Yield rate AC AC AC AC AC
Residential 1469 58% 1,479 27% 1,006 315 1,059 748 25 77
Business 190] 8% 375 7% 1,975 496 1,174 839 75 77
Farming 870 34% 3,596 66% 4,134
Mining 0% - 0%
Total 2529 5,450

*100% upgra *50% depn
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Scenario 3.1
Tumut

Tumbarumba

Scenario 3.2
Tumbarumba

Scenario 3.0
Tumut

Tumbarumba

No. of % Average | Water Sewer | Waste | S/water | Drainage
Assess | Assess e rate AC AC AC AC AC
Residential 4773 74% 5,032 | 54.09% 1,054 276 928 656 25 38
Business 400 6% 1,042 | 11.20% 2,605 435 1,029 735 75 38
Farming 1298 20% 3,218 | 34.58% 2,479
Mining 3 0% 11 0.12% 3,639
Total 6474 9302
*100% upgra *50% depn
No. of % Average Water Sewer Waste | S/water | Drainage
Assess | Assess R rate AC AC AC AC AC
Residential 1469 58% 1,919 27% 1,306 315 1,059 748 25 77
Business 190 8% 487 7% 2,564 496 1,174 839 75 77
Farming 870 34% 4,668 66% 5,365
Mining 0% - 0%
Total 2529 7,074
*100% upgra *50% depn
No. of % Average ‘Water Sewer Waste | S/water | Drainage
Assess | Assess [P rate AC AC AC AC AC
Residential 1469 58% 1,535 27% 1,045 315 1,059 748 25 77
Business 190 8% 380 7% 2,051 496 1,174 839 75 77
Farming 870 34% 3,734 66% 4,292
Mining 0% - 0%
Total 2529 5,659
*100% upgra *50% depn
5.3 Rates and Annual Charges FY32
No. of % % Average | Water Sewer | Waste | S/water | Drainage
Assess | Assess e Yield rate AC AC AC AC AC
Residential 4773 74% 5,125 | 54.08% 1,074 310 1,045 738 25 38
Business 400 6% 1,061 11.20% 2,653 480 1,158 827 75 38
Farming 1298 20% 3,277 | 34.55% 2,525
Mining 3 0% 11 0.12% 3,707
Total 6474 9475
*100% Upgra *50% depn
No. of % % Average Water Sewer | Waste | S/water | Drainage
Assess Total Revenue rate
Assess Yield AC AC AC AC AC
Residential 1489 58% 1,974 27% 1,344 461 1,550 1,095 25 77
Business 180 8% 501 7% 2,638 726 1,718 1,228 75 77
Farming 870 34% 4,802 66% 5,520
Mining 0% - 0%
Total 2529 7,278

+100% upgra *50% depn
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Scenario 3.1
Tumut

Tumbarumba

Scenario 3.2
Tumbarumba

No. of % Average ‘Water Sewer | Waste | S/water | Drainage
Assess | Assess [EEHETETE rate AC AC AC AC AC
Residential 4773 74% 5,133 | 54.08% 1,075 310 1,045 738 25 38
Business 400 6% 1,063 | 11.20% 2,657 4390 1,158 827 75 38
Farming 1298 20% 3,282 | 34.59% 2,529
Mining 3 0% 1 0.12% 3,712
Total 6474 9489
*100% upgra *50% depn
No. of % R Average | Water Sewer | Waste | S/water | Drainage
Assess Assess rate AC AC AC AC AC
Residential 1469 58% 1,918 27% 1,306 461 1,550 1,095 25 77
Business 190 8% 487 7% 2,564 726 1,718 1,228 75 i
Farming 870 34% 4,668 66% 5,365
Mining 0% 0%
Total 2529 7.074
*100% upgra *50% depn
MNo. of % Average Water Sewer Waste S/water | Drainage
Assess | Assess [ rate AC AC AC AC AC
Residential 1469 58% 1,842 27% 1,254 461 1,550 1,085 25 7
Business 190 8% 468 7% 2,461 726 1,718 1,228 75 77
Farming 870 34% 4,481 66% 5,151
Mining 0% - 0%
Total 2529 6,791
+100% upgra *50% depn
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6 Preferred Scenario - Cost Model

The Tables and Charts below illustrate the funding gaps for assets and services assumed at FY25 (based
on distributions from SVC) and estimated outcomes at end Term 2 — noting more than half of the
annual surpluses are generated by the utilities, with those proceeds placed into externally restricted
reserves.

As identified in the SVC FSP, the current system of charging for utilities distorts the asset v service
results. For example, the sewer and waste annual charges cover cost of their respective asset
maintenance and the service (refer ‘*’ in the asset table below) — and overstates the revenues
attributed to the assets - whereas the water annual charge is suitably differentiated from the user

charge.

FY32 Tumut §3.1 FY32 Tumbarumba §3.1

Assets Income Expend Assets Income Expend

General Rates 9489 General Rates 7074

Annual Charges* 11551 Annual Charges* 5189

Grants-Asset 1383 Grants-Asset 616

Plant Hire 2802 Plant Hire 2248

Asset OM 10613 Asset OM 7129

Depreciation 8119 Depreciation 6325

Debt PI 352 Debt PI 352
25225 19084 15127 13806

Services Services

User Charges 3850 User Charges 1374

Fees 5767 Fees 9499

FAG 3791 FAG 2141

Grants-Program 856 Grants-Program 532

Interest 2236 Interest 1243

Attribution 7197 Attribution 3933

Services-General 9103 Services-General 9879

Support 7197 Support 3933

Services-Utilities 7811 Services-Utilities 2433
23697 24111 18722 16244
48922 43195 5728 33849 30050 3798

Table 13
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The asset and service funding gaps from FY25 to FY32 is illustrated in the charts below, with surpluses
placed into combined asset reserves. FY25 asset income was influenced by asset grants.

Tumut Assets FY25 Tumut Assets FY32 (S3.1)
30000 30000
25000 25000
m Debi P mDebt Pl
20000 m Depreciation 20000 m Depreciation
m Asset OM mAsset OM
oo H Plant Hire 15000 m Plant Hire
10000 W Grants-Asset 10000 ® Grants-Asset
®m Annual Charges® m Annual Charges*
5000 W General Rates 5000 W General Rates
0 1]
Income Expend Income Expend
Tumut Services FY25 Tumut Services FY32 (S3.1)
25000 30000
W Services-Utilities W Services-Utilities
25000
20000 ™ Support m Support
m Services-General 20000 m Services-General
15000 W Attribution  Attribution
15000
W Interest W Interest
10000
W Grants-Program 10000 W Grants-Program
5000 mFAG WFAG
5
m Fees s000 m Fees
o m User Charges o m User Charges
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Tumbarumba Assets FY32 (S3.1) Tumbarumba Services FY32(S3.1)
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16000 wSuppart
12000 m Debt Pl Uppor
® Depreciation 14000 W Services-General
10000
W Asset OM 12000 m Attribution
10000
£oo0 m Plant Hire mInterest
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6000 W Grants-Asset m Grants-Program
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4 BFAG
000 ® Annual Charges* 4000
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0 0 mUser Charges
Income Expend Income Expend
Tumbarumba Assets FY25 Tumbarumba Services FY25
16000 18000
16000
14000 14000
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® Depreciation 10000
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m AssetOM 8000
8000 6000
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4000 ® Annual Charges™ 0
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v

ABC
AC
AMP
CAPEX
CoA
csp
DP
DTP
ERP
FSP

FY

IPR
LGA
LGBC
LGCC
LoS
LTFP
OLG
OMR
OMRD
OMRU
oP
OPEX
QBL
Ratios
RoR
RUN
SRV
SvVC

WFP

Glossary

activity base costing

annual charge

asset management plan

capital expenditure

chart of accounts

community strategic plan

delivery program

demerger transition plan

enterprise resource platform (eg TechOne)
financial sustainability plan

financial year

integrated planning and reporting

local government area

Local Government Boundaries Commission
Local Government Grants Commission
level of service

long term financial plan

Office of Local Government

operations maintenance repair (assets)

operations maintenance repair depreciation (assets)

operations-maintenance-renewal-upgrade (assets)
operational plan

operating expenditure

quadruple bottom line

separately listed

rates of return (cost recovery)

renewal upgrade new (assets)

special rate variation

Snowy Valleys Council

workforce plan
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8 Attachments
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Attachment 1 Financial Sustainability Principles

To support those Settings, a suite of Principles has been proposed to guide the path to financial
sustainability and shape forecasting in the Financial Plan:

Principle #1: property taxes (general rates, annual charges) should equal or exceed the cost of asset
operations, maintenance, renewal and debt servicing (OMRD). Any deficit should be funded by
government grants.

Historically, council assets were constructed or funded by Government or developers. Generally,
councils rely on those parties to upgrade, expand or fund new assets to support a changing population
or economic base in a LGA.

The fundamental responsibility of local government is to operate, maintain and renew its existing
asset base. Assets should be designed to be fit for purpose and adapted to accommodate population
and climate change. Funding for upgraded, expanded or new assets should be primarily sourced from
government and development.

A local council should raise sufficient property taxes (general rates, annual charges) to fund
appropriate levels of asset maintenance and renewal —ideally in accord with the schedules contained
in respective asset management plans. In reality, most councils rely on asset grants and contributions
to renew assets — the gap most prevalent in remote, rural and regional councils.

Principle #2: property taxes pay for assets | fees pay for operations (per adopted RoR*)

When setting the Revenue Policy, tax and fee yields should be designed to pay for assets (Principle 1),
and non-essential public services should be funded by regulatory, private, utility and market fees.
Council should set a benchmark level of cost recovery for those fees (nett of any grants and other
sources). The Revenue Policy should articulate the rate of return (RoR), proposed to be recovered
through lifting fees and yields across the term of council. Indexing fees to the rate cap or CPI only,
does not reflect user demand or price elasticity.

Principle #3: budgets should disclose operating and capital cash movements

While obliged to observe the financial ratios set by OLG, by utilising either the Statement of Cashflows
or the Operating and Capital Account Budget format proposed in Principle 23, a council should focus
on the movement of cash in each budget cycle.

This involves monitoring the change in cash and investments held, and the extent to which those
investments:

e have improved or declined (or as planned)

¢ are shared between externally restricted funds (ie unspent grants and the annual balances of
the utility funds and development contributions); and internally restricted funds (or reserves)
set aside by council for future asset or project activity

e release suitable levels of unrestricted cash that may be applied as ‘working capital’

Principle #4: restore and build cash for matching grants and underwriting disasters

Ideally, a council should hold unrestricted cash equivalent to three (3) months of annual cash
operating expenditure (ie excluding depreciation). If not, a council should have internal reserves that
may be legally de-restricted if necessary, to ensure a council has cashflow to pay wages, creditors,
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contracts and debt obligations for the periods between its normal quarterly cash injection of rates and
the financial assistance grant.

An appropriate level of working capital allows a council to meet those obligations, as well as
underwrite initial response and repairs associated with emergencies and natural disasters; and the
flexibility to match the terms of grant offers that may emerge during a year.

Principle #5: tax growth should be greater than depreciation growth

In line with Principle 1, a local council should raise sufficient property taxes (general rates, annual
charges) to fund appropriate levels of asset maintenance and renewal.

However, the annual growth in general rates yields (and to a lesser extent annual charges) through
rate capping or low fee setting or low development growth, is often less than the annual growth in
depreciation expense — particularly as assets are revalued on a five yearly cycle.

The impact of depreciation growth should be considered in annual rate and charge settings.
Principle #6: manage depreciation by managing assets lifecycle

A robust system of asset management, designed, resourced and operated in line with IPWEA guidance
and related standards, underpins the performance and functionality of assets. That system includes
regular inspection of the load, condition and performance of each class of asset, and cyclic assessment
of the remaining useful life of assets and their associated replacement values.

In so doing, decisions on useful life, residual value and obsolescence of assets will influence the annual
value of depreciation expense.

Principle #7: determine essential “public good services’

It is important a council establishes and communicates which of its services and assets should be fully
funded by taxes (ie rates, annual charges and grants). The operation and maintenance of critical and
essential ‘public good’ services and assets is a ‘community service obligation’. Generally, a local council
is the only provider of those services or assets, as they provide no profit imperative, have low market
value, or is obliged on a council by legislation.

Accordingly, council has nominated which of its services and assets are a public good, declared the
council as the sole provider, and expected to be funded by its taxes, with little or no fee revenues.

With redesign of the rating structure, the public good assets may be funded by the ad valorem
component of the general rate, and public good services may be funded by the ‘base rate’ and
supported by Government grants.

Principle #8: establish pricing principles and levels of cost recovery

Other services though, will have differing drivers, beneficiaries and expectations of cost recovery.
Those services are categorised as shared, regulatory, private or market goods. Utilities (water, sewer,
waste and stormwater) are expected to fully recover costs through annual and user charges.

The table below suggests proposed pricing principles and notional fee recoveries. Council may modify
those targets each term.
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Principle (ATI)* Purpose Target %
Recovery

Public (CSO)+ Tax-funded public service, infrastructure, facility or function not provided by, nor viable to be 10%

undertaken by, private sector or NGO. Often supported by government grants. Minor fee
recovery expected.

Service, facility or function available to public, but often exclusively used by individuals or 25%
groups such as sporting clubs. Modest fee recovery expected, to encourage community or
recreational activity.

Regulatory Fees charged to recover actual costs of assessment, inspection, compliance and enforcement 50%

functions. Those functions are required by government legislation. Most fees set (and limited)
by government regulation. Moderate fee recovery expected.

Fees set to recover full costs of nominated service, facility or function, mostly available arused  75%
exclusively by private individuals, clubs or groups. Often referred as user beneficiary. Most
costs expected to be recovered.

Utility (RoR#) Annual charges and user fees set to recover operating, maintenance, depreciation and debt 100%

servicing costs for water, sewer, waste and stormwater utilities. Charges should accommodate
a rate of return (as permitted) and be set to also buffer future seasonality impact and
infrastructure augmentation,

Fees set to recover full costs of nominated service, facility or function, with a margin for profit. >100%
Market fees may account for competitor pricing and may be subject to quotation.

Corporate, plant and other overhead costs are distributed across all external services and
facilities to identify real cost of provision and appropriate levels of fee recovery.

Principle #9: modify the revenue model

To convey and manage the gaps between services and assets and their respective council-controlled
revenues, a council may venture to redesign its revenue model to:

differentiate the ad valorem component of the general rate, together with the fixed
component of annual utility charges, as revenues to maintain, renew and pay loan borrowings
for assets

differentiate the base rate component of the general rate, together with the FAG, to provide
the essential public good services

establish special purpose annual charges to narrow the cost gap of specific services or assets
desired by the community (through IPR), levied on the beneficiary groups

apply user charges to recover the operating cost of the utilities, applicable to the beneficiary
groups

differentiate services by the beneficiary, assigning other services to the respective private,
market and regulatory pricing principle

Principle #10: assign appropriate expenses to utilities

When applying ‘catchment’ or ‘resource’ thinking to several council programs and assets, it may be
appropriate to share or recover some costs from the utilities to the extent those programs influence
the quantity and quality of source or downstream resources, such as:

street and road litter to waste

recycled road construction materials to waste

street cleansing and flood controls to stormwater

catchment controls (vegetation, sediment, pollution) to water

Reviews of waste strategies and resource recovery may contemplate harvesting street and park litter
and mandating a portion of bedding for trenches and pavement for roads to be sourced from recycled
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product — and funded by waste management. In that way, the use and demand for natural materials
may reduce.

Integrated water cycle management (IWCM) is a holistic and collaborative approach to planning and
managing all elements of the water cycle. It considers how the delivery of water, wastewater, and
drainage services can contribute to water security, public health, environmental well-being, and urban
amenity.

Integrated water cycle management contemplates that distribution of costing in line with the
following outcomes:

Effective

ordable stormwater

safe, secure and

affordable supplies

nonuncertain

ater man
future systems )

otects our urban
ent
A diverse range of Meets public health Waterway health
water supplies and ond environmental is maintained
sources standards and improved
Water quality meets Effective sewerage Community and
regulatory standards systems property resilient
and community to local flood risk
expectations Optimised onsite
domestic wastewater Appropriate levels
Manage water of flood protection
efficiency and Maximise in new development
demand waste-to-resource

opportunities

Further, for IWCM projects where a utility has nett costs and its general-purpose council has nett
benefits, a financial transfer could be made from council to the utility to allocate funding
appropriately. Such transfers should apply the principle of competitive neutrality and adhere to the
requirements to ring-fence local water utility and general-purpose council accounts. The transfer
amounts should reflect the utility’s costs to deliver the services/outcomes and ensure there is no
cross-subsidisation between the council and its local water utility, or vice versa. Financial transfers
would need to comply with section 409(3) of the Local Government Act 1993.

Government guidance on IWCM is at Attachment 10.

Principle #11: manage expectations: be clear what will/not be pursued and declare trade offs

Regular testing of community sentiment through the IPR community engagement strategy (each term)
and satisfaction survey (biennial), should become a vehicle to inform the community of the challenges
before a council, seek community views on the mix and quality of services and assets, and gauge the
relative importance of services and projects proposed by the council.
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Equally, it is important a council
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Community halls
Pools and sperting
e should there be any Libraries

shortfalls in funding for FEEISISIES
services, asset or projects,
what are the trade offs

An example of trade-offs is at Attachment 7.

Principle #12: manage volatility of grants

As Governments repair their budgets, the scope and availability of grants are likely to diminish, while
the value of matched funding requirements for councils is likely to increase. In line with Principle 11,
budgets should annotate which programs and projects are subject to receipt of grants, or those
programs and projects that will not commence until execution of a grant deed or receipt of grant
funds. Often the timing of receipt of grants or reimbursement of costs may cross financial years and
distort a council’s financial results.

Certainty of grant funding is important for viability of councils. It is suggested grants should be
categorised into ‘allocated’ and ‘competitive’ to illustrate which grants are annual, untied and reliable
—and budget expenditures and annotations framed accordingly.

Principle #13: manage asset interventions, customer responsiveness through AMP and service levels

Asset management plans (AMP) should be revised each electoral term and recalibrated with each
asset revaluation cycle. Similarly, the AMPs should be aligned with the financial plan and contribution
plan works schedules. While IPWEA/IIMM guidance is available to shape AMPs per class of asset, the
‘intervention condition levels’ (ICL) often used to trigger planning and conduct of asset renewals, may
be modified for example, on:

e condition of an asset/asset class
e remaining useful life

e obsolescence

¢ planned upgrades

e available funding
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Those settings may cause a transition (temporary or longer) between maintenance and renewal
scheduling and associated operational and capital expenditure. Similarly, a council with a relatively
larger portion of an asset class or in a location assessed in good condition, may alter its customer
responsiveness settings in its ‘customer charter’ — attending to maintenance of an asset on a patrol
cycle or per its schedule is more efficient. Delays in renewal schedules may:

e increase downstream cost of renewals

s increase risk of incidents emanating from lower quality assets
e impact useful life metrics used to calculate depreciation

e impact OLG asset management ratios

The levels of service for certain assets established in an AMP may also be revised based on load,
capacity, redundancy or plans for obsolescence. It is acknowledged that useful lives and ICL may vary
per component of asset (eg pumps, valves and tanks in a sewer pumping station).

Principle #14: refresh asset management plans, utility business plan and risk management framework

Asset management plans (AMP) should be revised each electoral term and recalibrated with each
asset revaluation cycle. Similarly, the AMPs should be aligned with the financial plan and contribution
plan works schedules. For multipurpose councils or local water utilities (LWU), the strategic business
plans to guide water and sewer augmentation is likely refreshed every ten years. Ideally, water, sewer
and stormwater assets and operations are embedded within an ‘integrated water cycle management
plan’ (IWCMP).

Most council services are founded on accessible, acceptable, adaptable, equitable and fit-for purpose
assets. The provision, operation and maintenance of general assets is a ‘public good’. Long term
financial plans should contemplate lifecycle costs of key assets, including building resilience and
adaptability into design and renewal of those assets.

Ideally, investment in early betterment designs of critical assets that are vulnerable to regular
interruption or damage through natural disasters, failures or accidents, places a council in good stead
to capture or negotiate grant funding as it emerges.

A review of AMPs or an IWCMP should draw on a council’s strategic risk profile (eg population and
climate change, natural disaster, asset standards, legislation) and design the renewals, upgrades and
expansion of assets or networks through the risk framewaork.

Ultimately, a council’s appetite for risk should be reassessed should funding or capability be
inadequate to renew or upgrade assets as desired in AMPs.

Principle #15: creative repurposing of service delivery or yields through property

Many local councils own or are responsible for significant property holdings. The initial purpose for
acquiring or utilising property and buildings may have changed over time. Some older buildings may
be reaching end of life or functionality and remain at high cost to maintain. Several councils also hold
real estate holdings, which may facilitate development of council owned land or partner with
developers for shared returns.
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While sale of property simply converts a non-current fixed asset into a current liquid asset, the
proceeds should ideally be retained as working capital (unrestricted cash or internal reserve) or
utilised to acquire or upgrade another asset. Often though, the proceeds are used to prop up budget
deficits.

Similarly, councils may create footpath, carpark or reserve spaces in town centres for commercial
licence or lease.

A council should prepare or revise its property strategy to assess the community and financial value
to retain, refurbish, repurpose or dispose of various sites, or build annual yields through leasing
property. Decisions should be guided by the respective AMP for buildings.

Principle #16: consolidate and repurpose reserves and contributions unused in 5 years

Councils hold internally restricted funds (reserves) for several purposes, including the proceeds of
sales, placing funds aside for a future project, holding cash to pay for staff retirements or plant
replacements. However, may remain inactive for several years, or there is little chance appropriate
funds may be raised (including the reserve) to undertake a planned project.

The same applies to many smaller development contributions held in externally restricted funds. A
council may resolve to consolidate some of the internal reserves or developer contributions and apply
by resolution, to another purpose or project.

Nonetheless, the value, longevity and enduring purpose of those funds should be revised each council
term.

Principle #17: establish Funds for planning, charging, accounting, reporting; explore dividends

Budgeting and reporting the consolidated financial position distort the results for the ‘General Fund’.
That Fund accounts for rates, community, environmental and economic services, and raises most the
fees and charges. The utilities (water, sewer, waste, stormwater) manage those specific assets and
provide those related services. The General Fund usually operates in deficit, with the consolidated
financial results propped up by the expected annual surpluses on the utilities (including stormwater).
The annual financial results of the utilities are placed into (or drawn from) into their respective
externally restricted funds (reserves), with those balances only available for the purpose of each of
those utilities.

Usually, the water and sewer operations are classified as ‘business’ under National Competition Policy
(NCP) —in some circumstances, so too is waste — and require separate accounting and reporting in the
budgets and financial statements. Note D1 discloses the Income Statement and Financial Position
results by Fund.

Stormwater is proposed as a utility, as it is normally embedded in a multipurpose council’s IWCMP.

Ideally, each Fund sets its pricing in the Revenue Policy to accord with its respective strategic business
plan or asset plan, to generate surpluses to accommaodate seasonality, climate change, population
change, future augmentation and investments in recycling.

Further, in accord with NCP, a council may derive a dividend from the surplus of the water and sewer
utilities it manages. As the Special Purpose Financial Statements for water and sewer notes:

e the principle of competitive neutrality is based on the concept of a ‘level playing field’
between persons/entities competing in a marketplace, particularly between private and
public sector competitors

60

10.2 LATE REPORT - ADDENDUM & ATTACHMENT - DE-AMALGAMATION IMPLEMENTATION PLAN AND
FINANCIAL SUSTAINABILITY PLANS Page 128



Snowy Valleys Council Ordinary Meeting - Late Agenda ltems Agenda Thursday, 12 December 2024

e the principle of competitive neutrality and public reporting applies only to declared business
activities

e full cost attribution including tax-equivalent regime payments and debt guarantee fees apply

e ‘Best Practice Management of Water and Sewer Guidelines” apply

Those guidelines enable a return on capital and a dividend calculated from surplus. In FY23, the
financial statements record a potential dividend of $1.884m from Water Fund and $0.479m from
Sewer Fund. Council may explore the application of dividends (including from waste), utilising
proceeds for general purposes and/or ringfenced to be expended in the localities from which those
localities or schemes are placed.

Before taking a dividend payment from a surplus of the council’s water supply and/or sewerage
business, a council must have in place an IWCM plan in accordance with the NSW Water Regulatory
and Assurance Framework.

Principle #18: phase out cross subsidisation; recover full (ABC) costs; and invest in ‘resilience’

It is suggested that all the utilities be budgeted as discrete Funds with results recorded as Special
Schedules in the Financial Statements. Similarly, should a council establish special purpose annual
charges (Principle 19), they too should be separately accounted and reported. In that way, any cross
subsidisation between those self-funding services and General Fund is minimised.

Ideally, a council should also establish an accounting policy to attribute its organisation support costs
(ie finance, technology, human resource, risk and
asset management) to all the services based on
relevant cost drivers. However, the cost of
governance of the entity (ie councillors, executive,
IPR, strategic planning, revenue) may be distributed
to each Fund. In that way, the real costs of each
service and management of associated assets are
clear, the real rates of cost recovery are identified,

and suitable benchmarking may apply. l-oLw vul;:iralla_itl;tv.
Oow criticall

High vulnerability, High vulnerability,
Low criticality High criticality

Assess ability and cost to Important to invest in

reduce vulnerability score resiliency to protect and
to increase resiliency increase value in asset
and maintain value

VULNERABILITY

Ideally, councils should invest in the capacity (or Investing in resiliency
maturity) of the organisation, and resilience of key ';ﬂﬁ:,{tf,'ﬁ:‘jj’j;
infrastructure to withstand climate change, skill and provide additional value
technology churn and shocks such as natural

disasters.

LOwW CRITICALITY

Those investments should be led by the respective workforce, climate and asset plans and disclosed
through the Resourcing Strategy.

A council should assess the inter-relationship between service expectations (high importance-low
satisfaction) and assets resilience (high vulnerability-high criticality) when discerning needs and wants.
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Principle #19: expand revenue options including Special Purpose Annual Charges

The process and cost to seek a special rate variation (SRV) can be complex and politically volatile.
Rarely, is an SRV sought in an election year.

However, the purpose of a Financial Sustainability Plan is to set the path to balanced budgets, to ratify
service and asset standards, and generate appropriate revenues to hand over to the next term of
council.

Council may contemplate introducing special purpose annual charges, led through the IPR process, to
reduce the draw on general rates for services-programs deemed by the community in the IPR process
as ‘important’. In other States, annual charges are collected for specific purposes and expenditures
are ringfenced, accounted are reported annually. Attachment 9 is an example rate notice.

Principle #20: modify AC structure to cover utilities MRD and user charge for operations, per IWCM

The ‘Best Practice Management of Water and Sewer Guidelines’ stipulate the annual water access
charge may only comprise 25% of the expected water revenues, intending 75% of revenue billing be
placed in consumers hands (based on water measured through a meter).

Unfortunately, that approach discards the primary obligation of a local council — to maintain and
renew its fit for purpose assets to support current and future populations. Ideally, a council should
calculate a fixed annual charge per user group per category (and perhaps per locality), designed to
recover the annualised costs of the assets that support the utility (water, sewer, waste, stormwater)
service. As noted earlier, water, sewer and stormwater assets and operations are integrated (IWCM).

A stormwater network includes built and natural drainage systems, overland flows, detention and
management of catchments (including flooding).

Led though IPR, a council may modify its annual charges structure to distinguish a fixed charge per
property/category/locality for management of utility assets, from a user charge designed to recover
the cost of operations of the respective utility. In some years, seasonality, demand or asset failures
may cause a surplus or deficit result for the respective utility Funds, to then be ‘smoothed’ through
the draw on its respective reserves (externally restricted funds).

Principle #21: catalogue and rethink the service offer

Each council term, the service offer and asset standards (within the respective hierarchies and
networks) should be confirmed or refreshed. The services or assets nominated as low satisfaction and
high importance though community surveys, may be scheduled for review.

However, services are generally not ‘catalogued’ by councils in a way that levels of service (LoS) may
be articulated, modes of delivery nominated and required funding calculated. Generally, councils rely
on the historical structures in the general ledger to define the mix of services offered, with the
technology platforms often unable to differentiate services from activities and levels of service costs.

Ideally, a council should catalogue its service offer, identify the assets supporting those services (and
the extent the assets condition influence the availability or quality of service), and draw on community
feedback (community engagement strategy or surveys) to rethink the service offer and resourcing.
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The schematic below illustrates such an approach:
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Figure 10

Principle #22: set policy boundaries: grants, asset, gifted, reserves, exemptions, donations, ABC

A council should manage expectations and potential impacts on finances and assets through
establishing (or refining) its position through several policies such as grants and gifted assets;
donations, rebates and exemptions; restricted funds (reserves), raising debt and attribution of costs.
A council is obliged to also establish and review its policies on assets, risk and investment each term.

In that way, councillors, staff and community are aware of the boundaries within which council will
operate, in turn informing delegations to staff before a decision or change to policy is required of the
elected body. Some of those actions or boundaries may include:

sourcing and application of grant funds or assets gifted through developments
annotate programs-projects as subject to execution grant deed

review eligibility for donations, exemptions or rent rebates

distinguish external from internal restrictions, and respective purposes

nominate triggers to utilise working capital (disaster, grant match)

growth, resilience, redundancy, obsolescence, fit for purpose parameters for assets
utilise property to leverage business activity

o o o o o o O

Principle #23: improve transparency

Inevitably, a reader of a council budget or financial statements will observe high levels of invested
cash and reserves, employment costs matching rates revenues, varying condition of assets and growth
in depreciation outstripping rates. However, a reader would not be aware of the purpose of restricted
funds, the adequacy and purpose of working capital, and what is being spent on renewing assets.
Unfortunately, most council budgets are published in the form of the financial statements.

Several of the Principles are designed to improve transparency:

e restructuring rates between assets and public good services

* matching annual charges to utility asset maintenance and operations
e establishing pricing and rates of cost recovery for services

¢ ringfencing utility and special purpose charges into Funds

¢ guiding changes to revenue and services through the IPR framework

Similarly, presenting budgets in the Operating and Capital Account format (Principle 3), discloses what
budget will be spent on (assets and services), not the resources consumed (employment, materials).
The format also includes capital expenditure on assets, combined financial results (surplus or deficit)
and movement in cash and reserves.
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Principle #24: expand planning and reporting

A council is required to prepare its Delivery Program (DP) each term, setting the programs, projects
and actions proposed by the elected body in response to the direction sought in the community
strategic plan (CSP). A Resourcing Strategy (comprising an asset plan, workforce plan, technology plan
and risk plan) should iteratively follow to match the organisation capacity and capability to the DP.
Inevitably, that process may modify the schedule of activities in the DP, or alter the staff-contract mix
in the Resourcing Strategy.

Throughout the year, councillors receive quarterly reviews of budget (often informed by separate
reports on finances) and half yearly reviews of progress against the actions and projects in the DP.

To plan and report on assets, a council may establish a hybrid IPPE Schedule (Attachment 8) to identify
per asset class:

s asset replacement cost (by revaluation) to its WDV (through depreciation)

e what assets are in best condition (1-2) to worst (4-5)

e which assets and value are/should be prioritised for renewal or replacements (4-5)

e which assets and value are/should be scheduled for obsolescence

¢ whatis actually expended on maintenance (3) compared to that required in the AMP

e what is proposed to be expended on renewals over 10 years in the AMP compared to
depreciation forecasts

s what is expected impact on depreciation expense following asset revaluations

e what are the scheduled rates of cost recovery to operate plant

That Schedule could be audited and embedded within a voluntary ‘state of infrastructure’ report each
council term to inform community and councillors of the condition, value and performance of assets
handed over to the next governing body.

Each term, a council is also required to review its risk management framework and reset its appetite
for risk, having regard to strategic risks and the capacity of the organisation. The audit, risk and
improvement committee (ARIC) comprising three independent members, establishes a program of
internal audits to monitor organisation performance, management of risk, financial results — and may
oversight some service reviews.

Ideally, ARIC may attest the financial sustainability of council each term, as part of the handover.
Principle #25: set acceptable priorities

Too often, councils interpret the deliberately broad objectives of the Act to be a mandate to be ‘all
things to all people’ as the level of government closest to residents and business. Recent decades
have seen a significant shift of focussed expenditure from assets to community, environmental and
economic services by councils — often incentivised through seeding grants by Government or
prompted through legislation. In turn, councils are often more heavily reliant on Government grants
to renew or upgrade assets, or continue services.

Encouraged by IPR, many councils appropriately develop a host of strategies and plans to guide
directions and projects in future Delivery Programs, such as integrated water cycle, integrated
transport, cultural, climate change, recreation, tourism, housing, economic development and precinct
masterplans.
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However, many of the findings and
recommendations of those plans are not
appropriately tasked to other parties
(including agencies), nor prioritised, not
funded, nor purged. Clarity is required of
which of those recommendations will be
pursued and funded in what timeframe, and
what are the dependencies on those actions Equitable
continuing.

Each term, a council should revise the Sustainable

recommendations and adopted actions
from strategies in the previous term, and
determine which will be pursued — with
regard to the capacity expressed in the
Resourcing Strategy.

Several ranking tools are available to assist
decision making — the figure opposite is an
example.

Principle #26: allow contingencies for Scost and time gaps in project estimates

Many councils have adopted a project management framework and established a project office to
administer projects of certain value and complexity. Often, agencies require councils to demonstrate
those settings prior to approval of grant funding.

However, projects are often underestimated (time, cost, resources), with phases of the project (eg
concept, business case, design, tender) spanning more than one financial year. Often too, receipt of
grant funds may not coincide in the same financial year the costs were expended. More likely,
provisions made in the financial plan (say at P50), may not have been suitably re-estimated in the
Delivery Program phase (say to P80), and a funding shortfall may require rescoping, reprioritising or
refunding the grant funded project.

Principle #27: advocacy —work with JO, LGNSW, OLG to improve sustainability for sector

It is important a council works with neighbouring councils, joint organisations and representative
bodies such as LGNSW, to continue to advocate for equitable distribution of responsibilities and
funding between local and State governments. IPART has conducted several reviews of the impact of
regulatory activity on councils, low revenues raising capacity, and rate pegging. The NSW and
Commonwealth Governments have inquired into the financial sustainability of the local government
sector.

Examples of the mis-appropriation of assets, funding (and depreciation) by Government include:

¢ finalise the reclassification and transfer of regional roads from local to State government
s finalise the transfer of emergency service levy and assets from local to State government
¢ subsidise the provision or premises or operation of community services (aged, childcare)
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Attachment 2 Financial Sustainability Framework

A local government with a very strong capacity to meet its financial

commitments in the short, medium and long-term. It has a record of reporting
operating surpluses and is highly likely to be able to manage major unforeseen
financial shocks and any adverse changes in its business without revenue and/or
expense adjustments. Its capacity to manage core business risks is very strong

A local government with a strong capacity to meet its financial commitments in the
short, medium and long-term. It generally has a record of operating surpluses and
may occasionally report minor operating deficits. It is able to address its operating
deficits, manage major unforeseen financial shocks and any adverse changes in its
business, with minor revenue and/or expense adjustments. The expense
adjustments are likely to result in only minor changes to the range of and/or quality
of services offered. Its capacity to manage core business risks is strong

A local government with an adequate capacity to meet its financial

commitments in the short, medium and long-term. While it is likely that it may have
a record of minor to moderate operating deficits, the local government is expected
Sound to regularly report operating surpluses. It is likely able to address its operating
deficits, manage major unforeseen financial shocks and any adverse changes in its
business, with minor or moderate revenue and/or expense adjustments. The
expense adjustments are likely to result in some changes to the range of and/or
quality of services offered. Its capacity to manage core business risks is sound.

A local government with an adequate capacity to meet its financial

commitments in the short to medium-term and an acceptable capacity in the long-
term. While it has some recaord of reporting minor to moderate operating deficits,
Moderate the local government may also have recently reported a significant operating
deficit. It is likely able to address its operating deficits, manage unfaoreseen financial
shocks and any adverse changes in its business, with moderate revenue and/or
expense adjustments. The expense adjustments are likely to result in a number of
changes to the range of and/or quality of services offered. Its capacity to manage
core business risks is moderate

A local government with an acceptable capacity to meet its financial

commitments in the short to medium-term and a limited capacity in the long term.
It has a record of reporting moderate to significant operating deficits with a recent
Weak operating deficit being significant. It is unlikely to be able to address its operating
deficits, manage unforeseen financial shocks, and any adverse changes in its
business, without the need for significant revenue and/or expense adjustments.
The expense adjustments would result in significant changes to the range of and/or
quality of services offered. It may experience difficulty in managing core business
risks

A local government with a limited capacity to meet its financial commitments in the
short and medium-term, and a very limited capacity long-term. It has a record of
reporting significant operating deficits. It is highly unlikely to be able to address its
Very Weak operating deficits, manage unforeseen financial shocks and any adverse changes in
its business without the need for structural reform and major revenue and/or
expense adjustments. The expense adjustments are likely to result in significant
changes to the range and/or quality of services offered and it may need the
assistance from higher levels of gavernment. It will have difficulty in managing its
core business risks

A local government with a very limited capacity to meet its short-term financial
commitments and no capacity to meet its medium to long-term financial
commitments. It has a record of reporting significant operating deficits. To be able
to address its operating deficits, meet its medium and long-term aobligations,
manage unforeseen financial shocks and any adverse changes in its business, major
revenue and expense adjustments and structural reform will be required. The local
government is unlikely to have the capacity to manage core business risks and may
need assistance from higher levels of government
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Financial Sustainability Indicators

Attachment 3
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Attachment 4 Distribution Methodology
Distribution metrics

It is considered that the distribution metrics for Assets and Liabilities will be relatively
straightforward and have the following key principles:

1. Community assets such as public halls, sportsgrounds, parks and reserves, public
toilets etc. will be allocated to the new council where they lay.

Operational assets such as water and waterwater undertakings, waste facilities,
swimming pools etc. will also be allocated on the basis of where they lie, however
other operational assets e.g. FOGO will be subject to separate consideration.

2. All other assets and liabilities will be allocated on the contribution that the former
Tumut and Tumbarumba councils made to Snowy Valleys Council on 12 May 2016

being:
e Tumbarumba Shire Council =  39.7%
e Tumut Shire Council - 60.3%

3. In constructing the initial budget for the new councils it is likely that income and
expenditure will need to be considered on a Cost Centre/Project basis e.g. roads
budgets could be split on road length/sq.m. of pavement whereas Governance costs
could be determined on the 60.3/39.7 split or another methodology as detailed below:

Method A: Based on LGA location
Method B: Asset/liabilities Split - 60.3%/39.7%

Method C: Road length — sealed local, unsealed local, sealed regional, unsealed
regional, Road Maintenance Council Contract (RMCC) — State Highways

Method D: Population, No. rateable assessments

Population No. of rate assess.
Tumut 11,429 - 76.5% 6,884 —72,3% = 74.4%
Tumbarumba 3,517 = 23.5% 2,636-27.7% = 25.6%

Method E: Staff split on the same percentages as the number of staff at
Proclamation Day as detailed below.

No. of staff %
Tumut 122.66 59.26
Tumbarumba __84.32 40.74
Total 206.98

It is anticipated that existing staffing levels of SVC will be higher than the two new
Councils therefore transition arrangements will need to implemented to fund some
SVC staff through the employment protection period. This may be achieved through
Shared Services and/or natural attrition.
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DISTRIBITION OF ASSETS AND LIABILITIES

Distribution
Sharing of Assets and Liabilities Transfer basis Metric Other comments
Current assets
Cash, investments, receivables etc. Split on methodology A
Non current assets
Inventories Split on methodol ogy B
Community Assets, swimming pools Allocated to the Council where they lie -
sportsground etc. any loans accompany the asset A
Administrative buildings, libraries, Allocated to the Council where they lie -
Information Centres etc. any loans accompany nthe asset A
Water Supply Assets Allocated to the Council where they lie A
Sewerage Supply Assets Allocated to the Council where they lie A
Waste Management
Waste Management Facilities Allocated to the Council where they lie A

Site and project development after

FOGO site and equipment Spliton formula basis B amalgamation
Industrial Land - other to be
Realisable assets (land held for resale) Split on formula basis B identified.
Plant and Equipment Spliton formula basis B
Other IPPE e.g. roads Split on formula basis A
Intangible Assets Spliton formula basis B
Need to develop two
Staff Spliton formula basis E organisational structures
Current and non current liabilites
Payables split on formula basis B
Loans taken out prior to amalgamation
go back to original Council. Loans taken
out after amalgamtion should be
Borrowings attached to the asset acquired. A Subject to further investigation
Provisions - Annual, LSLand TOIL Attached to employee E
Provisions - Asset remediation - Landfills and
quarries Attached to site A
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The concepts, approach, principles, schedules and indicators of this Plan is the IP of Always Thinking
Advisory, and is not to replicated or distributed without the written permission of the author

Always Thinking Advisory

N -
—~ peter@always-thinking.com.au

ALWAYS THINKINGQDVISUHY

N ]e
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