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Community update

October/November 2016



The program

1. MCC priorities

2. Integration activities

3. Assets & finances

4. Special rate variation options



Our priorities

1. Organisation structure

2. Consolidated long term

financial plan

3. Consolidated asset position

and strategy (roads & bridges)

4. Community engagement

• Getting to know our communities

• Building relationships

• Addressing community priorities



Executive summary

1. Consolidated asset and financial position indicates challenges in short and

long term

2. Identified $5M gap in capacity to fund renewals

3. Significant backlog that is a generational issue

4. Operating financial position more positive than initially anticipated

5. With efficiencies, savings, government support and a modest SRV we can

provide a $50M road program



Our roadmap for integration



NSWGovernment roadmap

Organisation structure well advanced

Undertaking community engagement activities

Planning for new website

Working with community on identity for MCC

Working with community on statement of vision & priorities

Planning for development of community strategic plan

Committed to improvements & efficiencies in operations & service

delivery

Key activities



Context

VUCAP

• volatility

• uncertainty

• complexity

• ambiguity

• political



• Implementation costs $5 million

• Stronger Communities $1 million

Up to $50k to incorporated not for profit groups

Projects to build vibrant, sustainable & inclusive communities

• Infrastructure, major projects $14 million

NSWGovernment support



Assets and finances



The big picture

Long term financial plan

Assets

Operating budget
(including organisation structure)



Our operating budget

Operating budgetCash in Cash out

Business as

usual
Efficiencies

Structure

Savings achieved ($4M to date)
• Executive level

• Voluntary redundancies

• ‘Right sizing’ structure

• Reserves

• Accumulated surplus

• Loan borrowings

• Waste levy

• Other efficiencies



Ten year budget summary

Long term financial position showing

average surplus $994,318 pa

$0

$500,000

$500,000

$1,000,000

$1,500,000

$2,000,000

$2,500,000

16/17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26



• Morrison Low (ML) engaged to provide advice on consolidation and

management of MCC assets

• Reviewed and integrated asset data

• Provided consistent definitions and assumptions to calculate Fit for the

Future ratios (for assets)

• Provided a high level management strategy to bring portfolio under

control

Our consolidated assets



Assetmanagement definitions

Maintenance

Renewals

• Replacing something with the same thing (ie. not upgrading);
taking a very poor/failed road back to new condition

• Placing a new surface over an existing worn surface to
preserve the underlying pavement and provide a safe driving
surface

• Filling potholes

• Light patching

Backlog
• Total amount of renewal works to bring assets to an

acceptable standard

Enhancements
• Replacing something with an upgrade (ie. replacing a single

lane bridge with a dual lane bridge)



• Assets include roads, bridges,

footpaths, buildings, parks

• Total value of all assets $3.30B

• Total value of roads & bridges

$2.46B

• With roads & bridges

representing 76% of the entire

asset base, they are our greatest

challenge

Our assets

Roads & bridges

76%

Other

24%

• Sealed roads – 1,781km

• Bridges – 542 (195 timber)



Morrison Low’s report has shown:

• Annual depreciation $37.34M

• Consumption ratio * 65.4%

• Renewals last year $32.3M

• Annual shortfall $5M

• Renewals ratio (target 100%) 86.5%

• Maintenance ratio 99.5%

* Consumption ratio – proportion of the asset life remaining

“MidCoast Council’s greatest challenge is in the road pavement or road

structure, which can be addressed through renewals”

MidCoast Council



1 – very good 2 – good 3 – fair

4 – poor 5 – very poor

Road condition ratings



Sealed road network
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Sealed road satisfaction (Manning region)
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* Extract from former GTCC Special Rate Variation Application – random telephone survey,

1 5 scale. Conducted by Jetty Research, November 2015

82% dissatisfied

18% neutral satisfied



• Visual investigations have been undertaken on all 95 timber bridges in

the Manning region

• Some structural issues have been identified and some repair works have

been undertaken

• About 15 of the bridges require a detailed structural investigation;

expected to commence in near future

• Some short term load limits may be applied while works are scheduled

and undertaken – this will impact heavy vehicle movements

• Affected parties will be notified where load limits are applied

Timber bridges



Our asset backlog

Research indicates a spend of around $150M is more

aligned with community service level expectations

Condition

1
Condition

2
Condition

3
Condition

4
Condition

5

$255M

$55M



• Current renewal gap per year approximately $5M

• Total replacement value of assets in condition 4 & 5 is $255M

• More likely value is $150 $180M (considering service levels,

asset condition data and community aspirations)

• This is a generational issue

• No additional maintenance expenditure required at this stage

Closing the gap



• Maintain assets across MCC in current condition

• Don’t let condition 3 roads slip into condition 4 & 5

• Risk and economic benefit of which condition 4 & 5 roads to

prioritise for renewal

• Prioritise renewal over maintenance where appropriate

• Seek additional grant funding for regional roads and major

transport routes

• Seek SRV to fund renewal program

High level strategy



Long term financial position



• MCC’s ‘household budget’ is in a good position but we are not funding

our depreciation

• Until we can do this we are going backwards and our backlog is

increasing

(Backlog refers to the total amount of renewal works that need to be

undertaken to bring Council's assets to an acceptable standard)

• What we can do to fix this:

• Increase income

• Decrease expenditure

• Fund depreciation

Long term financial position



Special rate variation



Former Council SRV & environmental levy

Greater Taree

• 49.2% cumulative over 6 years (proposed)

• SRV included in Fit for the Future submission

• Environmental levy 5% (through 2018 19)

Great Lakes

• 20.7% cumulative over 4 years (proposed)

• SRV included in Fit for the Future submission

• Environmental levy 6% (through 2019 20)

Gloucester

• Last year of current 3x 13%

• Additional 39% over 3 years (proposed from 2017 18)

• Additional SRV included in Fit for the Future submission

Previous special rate variation applications



• 4 year rate freeze for newly merged councils

• Restrictions on rate harmonisation

• IPART review of rate paths for newly merged councils –

recommendations to State government

• Gloucester region – no environmental program without introduction of a levy

NSWGovernment policy

Environmental levy

2016/17 2017/18 2018/19 2019/20 2020/21

Community

engagement for

Manning region

Manning region

expiry (5%)

Community

engagement for

Great Lakes region

Great Lakes region

expiry (6%)



Option 1: Current rate path

2016 17

4 year rate freeze

through to 2019 20

Environmental levy

drop off or renewed

2020 21

3 year rate

harmonization through

2022 23

And/or 20% rate

variation

Outcome

7 years with limited

extra funds to address

renewal gap and

backlog



Option 2: Do something – 1 x 11%and 3 x 5%

2017 18

4 years x 5%

(incl. rate peg –

20% variation)

6% environmental levy

for MCC

Permanent increase

2020 21

3 year rate

harmonization through

2022 23

Outcome

Extra funding for roads

and bridges to address

renewal gap

Some funding for

backlog and strategy to

address backlog in

future

Environmental

program continued and

extendedNote

• From 8 years on and beyond – may require

modest rate increase to ensure funding for

renewals and backlog



SRV impact on rates –Manning region

Option 1: Current rate path

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV Nil Nil Nil Nil Nil

Environmental levy –

5%

Last year of 5%

Environmental

Levy

Environmental

program drops

out

Waste levy $20 Nil Nil Nil $20

TOTAL extra 1.8% 2.5% 2.5% 2.5% 2.5%

Option 2: 1 x 11% and 3 x 5%

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV Nil 2.5% 2.5% 2.5% 2.5%

Environmental levy –

5%

6%

Renew 5% + 1%,

ongoing

Waste levy $20 Nil Nil Nil $20

TOTAL extra 1.8% 11% 5% 5% 5%



SRV impact on rates –Manning region

Option 1: Current rate path
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SRV impact on rates –Manning region

Option 2: 1 x 11% and 3 x 5%
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SRV impact on rates –Great Lakes region

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV Nil Nil Nil Nil Nil

Environmental levy –

6%

Last year of 6%

Environmental

Levy

Environmental

program drops

out

Waste levy $20 Nil Nil Nil $20

TOTAL extra 1.8% 2.5% 2.5% 2.5% 2.5%

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV Nil 2.5% 2.5% 2.5% 2.5%

Environmental levy –

6%

6%

Renewal

Waste levy $20 Nil Nil Nil $20

TOTAL extra 1.8% 11% 5% 5% 5%

Option 1: Current rate path

Option 2: 1 x 11% and 3 x 5%



SRV impact on rates –Great Lakes region
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SRV impact on rates –Great Lakes region
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SRV summary –Great Lakes region
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SRV impact on rates –Gloucester region

Option 1: Current rate path

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV 11.2% 10.5% Nil Nil Nil

Environmental levy

Waste levy $20 Nil Nil Nil $20

TOTAL extra 13% 13% 2.5% 2.5% 2.5%

2016 17 2017 18 (Yr 1) 2018 19 (Yr 2) 2019 20 (Yr 3) 2020 21 (Yr 4)

Rate peg 1.8% 2.5% 2.5% 2.5% 2.5%

SRV 11.2% 2.5% 2.5% 2.5% 2.5%

Environmental levy
6%

New & ongoing

Waste levy $20 Nil Nil Nil $20

TOTAL extra 13% 11% 5% 5% 5%

Option 2: 1 x 11% and 3 x 5%



SRV impact on rates –Gloucester region
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SRV impact on rates –Gloucester region
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SRV summary –Gloucester region
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Cumulative impact (basedonavg residential rate)
Assumedratepeg–2.5%

Manning Region

*based on average

residential rate of

$1068

Option 2 Cumulative

1 x 11%, 3 x 5% % $

2017 18

28.5%

Actual

22.07%

$ 236

Avg.

$59 pa

2018 19

2019 20

2020 21

Great Lakes

Region

*based on average

residential rate of

$1235

Gloucester

Region

*based on average

residential rate of

$1081

Option 2 Cumulative

1 x 11%, 3 x 5% % $

2017 18

28.5%

Actual

20.79%

$ 257

Avg.

$64 pa

2018 19

2019 20

2020 21

Option 2 Cumulative

1 x 11%, 3 x 5% % $

2017 18

28.5%

$ 308

Avg.

$77 pa

2018 19

2019 20

2020 21

Option 1 Cumulative

Current rate path % $

2017 18 No enviro

4.86%

$52 / 13 pa2018 19

2019 20 With enviro

10.38%

$112 / 28 pa2020 21

Option 1 Cumulative

Current rate path % $

2017 18 No enviro

3.76%

$48 / 12 pa2018 19

2019 20 With enviro

10.38%

$128 / 32 pa2020 21

Option 1 Cumulative

Current rate path % $

2017 18 No enviro, 13% approved SRV

21.7%

$235 / 59 pa2018 19

2019 20 With enviro

additional 6% = $61 pa when

introduced2020 21



• No increase in the waste levy for 3 year period from 2017 18 to minimise

impact of SRV proposal on ratepayers

• Cumulative savings of $60 $120

Affordability

Previous Council

proposal – cumulative

impact

MCC proposal

1 x 11% and 3 x 5% SRV
Difference

Manning region 49.6% over 6 years 22.1% over 4 years 27.5%

Great Lakes region 20.7% over 4 years 20.8% over 4 years Same

Gloucester region 63% over 4 years 28.5% over 4 years 34.5%

13% for 2017 18 28.5% over 4 years +15.5%



• Difference is narrowing over time

• Review of rate structure and harmonisation from 2020

• This will address ‘fairness’ of rate structure over time

• Impact on each region varies due to environmental levy

Rate harmonisation

Average residential –

now

Average residential –

with proposed SRV

$ increase with proposed

SRV (over 4 years)

Manning region 1068 1303 238

Great Lakes region 1235 1491 256

Gloucester region 1080 1389 309



Funding renewals and backlog

2016 17
2017 18

Yr 1

2018 19

Yr 2

2019 20

Yr 3

2020 21

Yr 4
TOTAL

MCC $3 M $5 M $5 M $5 M Nil $18 M

State Govt Nil $5 M $5 M $2 M Nil $12 M

SRV based

on option 2
Nil $2 M $4 M $6 M $8 M $20 M

Totals $3 M $12 M $14 M $13 M $8 M $50 M

• Potential funding available to address renewal gap and start funding backlog, based on

adopting Option 2: 4 x 5%

2016 17
2017 18

Yr 1

2018 19

Yr 2

2019 20

Yr 3

2020 21

Yr 4
TOTAL

Renewals $3 M $5 M $5 M $5 M $ 5M $23 M

Backlog Nil $7 M $9 M $8 M $3 M $27 M

• Initial overview of how funding may be allocated



• Process for allocating $14M

• State government funding – they have an interest in how we spend the funds

• Community consultation

• Establishment of a panel (DPC, Administrator and others)

• MCC recommendation – expenditure on roads and bridges

Stronger Communities Fund



Mindset,

experience

Behaviour &

skills

Systems,

structures,

policies,

results
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a
l

individual

collective

Our integrated approach

I, me, my

We, us

All of us

Partnerships,

relationships,

culture



By working together we will find the fair

solution to provide our community with the

quality of roads, bridges and services expected

• Contact your local, state and federal 

representatives and express your opinion

• Take part in a phone survey if called (in 

November)

• Complete the online survey (in November)

And participate in our activities about MCC

identity, our vision and community priorities

Get involved



Resource slides



The rates ‘pie’

Rate peg

Rate peg
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Council Fit Options

GLC ���� - Met scale & capacity & financial criteria

Gloucester ����
- Did not meet scale & capacity nor financial 

criteria

Taree ����
- Did not meet sustainability or infrastructure & 

service management criteria
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