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[bookmark: _Toc380837344]1	Introduction
A key issue facing Council is the management of ageing assets in need of renewal and replacement.  Council infrastructure, particularly Council roads, present particular challenges and present the major financial risk facing Council and the community.  

This asset management strategy reflects Council’s determination to live within its means whilst engaging the community on affordable levels of service.

To meet the needs of our communities, now and into the future, Council has engaged with the community on an agreed way forward with a range of options to balance revenues and expenditures in the long term by rebalancing service levels to affordable levels.  This community engagement commenced in 2012 and there has been extensive community engagement since that time.  

Special Rate Variation
The Council unanimously resolved at its Ordinary Council meeting held on 28 October 2013 to apply for a special rate variation under Section 508 (2) of the Local Government Act over a seven year period commencing 2014/2015.
The decision is supported by the community. 56% of people sampled in a random telephone survey conducted by Jetty Research indicated their support and preference for a rate increase as opposed to a reduction in the level of services or community assets. 
Council and staff are confident that the community has been well informed and appropriately consulted on the Special Rate Variation.  
[bookmark: _Toc380837345]2	Focus on Integrated Planning and Reporting
The community engagement that commenced in 2011/12 has informed the ongoing refinement of the resourcing strategy.   The SRV consultation process has been integrated with the IPR resourcing strategy.   Armidale Dumaresq Council commenced an examination of its assets management performance in 2008, by using consultants, Review Today.  Since that initial review Council has continued to review options in consultation with the community.  The key dates are 
· On 9 May 2011 Council resolved to place the IP&R documents on public exhibition.
· On 30 May 2011 Council were advised of the financial sustainability challenges facing the Council of the day. 
· On 27 June 2011 Council adopted its IP&R documents. 
· The Resourcing, Delivery and Operational Plans spelt out the asset management problem to  the community and elected officials. Options in the report of 30 May 2011 were provided in an attempt to address this problem. 
Since the elections in September 2012 Council has continued to engage with the community and develop the maturity of the supporting asset management plans and strategy. 
Council’s Asset Planning and Management has seven elements to assist in highlighting key management issues , promote prudent, transparent and accountable management of Council  assets and introduce a strategic approach to meet current and emerging challenges.
1. Asset management policy,
2. Strategy and planning,
a. asset management strategy,
b. asset management  plan,
3. Governance and management arrangements,
4. Defining levels of service,
5. Data and systems,
6. Skills and processes, and
7. Evaluation and reporting on value for money.

The asset management strategy is to enable the organisation to show:
how its asset portfolio will meet the service delivery needs of Armidale Dumaresq  Council  customers and the community into the future,
to enable asset management policies to be achieved, and
to ensure the integration of asset management with its long term strategic plan.

The goal of asset management is to ensure that services are provided:
in the most cost effective manner,
through the creation, acquisition, maintenance, operation, rehabilitation and disposal of assets,
for present and future consumers.

The objective of the Asset Management Strategy is to establish a framework to guide the planning, construction, maintenance and operation of the infrastructure essential to provide services to the community.

At the Ordinary Council Meeting held on 22 October 2012 the following resolution took place:
NOTICES OF MOTION

	
	[bookmark: PDF2_ReportName_3167]L.1	Notice of Motion Proposing Special Rate Variation	Ref: INT/2012/11511

	1/12
	[bookmark: PDF2_Recommendations_3167]Moved Cr Beyersdorf	Seconded Cr Richardson
(a) That Council embark on the process of seeking a special rate variation to commence in the 2013/2014 financial year. 

(b) That Council prepare a number of options in its community consultation program based on the scenarios provided to Council on 15 October 2012.

FORESHADOW
Moved Cr Halligan

(a) That Council facilitate a number of workshops and discussions in relation to rates, user fees and charges, special levies and other potential revenue streams.

(b) That Council review both current expenditure and proposed future expenditure items and cost savings initiatives as undertaken to date; and 

(c) That Council develop a comprehensive community consultation and submission program to be implemented during the 2013 calendar year, to allow a final determination in relation to a special rate variation application for submission to IPART for commencement in the 2014/15 financial year.

Moved Cr Beyersdorf	Seconded Cr Richardson

(a) That Council embark on the process of seeking a special rate variation to commence in the 2013/2014 financial year. 

(b) That Council prepare a number of options in its community consultation program based on the scenarios provided to Council on 15 October 2012.

The Motion on being put to the vote was LOST.


FORESHADOW
Moved Cr Halligan		Seconded Cr Bishop
(a) That Council facilitate a number of workshops and discussions in relation to rates, user fees and charges, special levees and other potential revenue streams.

(b) That Council review both current expenditure and proposed future expenditure items and cost savings initiatives as undertaken to date; and 

(c) That Council develop a comprehensive community consultation and submission program to be implemented during the 2013 calendar year, to allow a final determination in relation to a special rate variation application for submission to IPART for commencement in the 2014/15 financial year.

The Motion on being put to the vote was CARRIED.



Council adopted the IP&R documents on 24 June 2012.
At the Ordinary Council meeting held on 28 October 2013, the following was resolved:
	
	[bookmark: PDF2_ReportName_3925]3.4	Special Rate Variation Proposal 	Ref: INT/2013/11878

	2/13
	[bookmark: PDF2_Recommendations_3925]Moved Cr Beyersdorf	Seconded Cr O'Donohue
(a)	That Council indicate to IPART that it intends to make a Special Rate Variation application 
(b)	That Council undertake consultation during November with the community on the following special rate variation options:
(i)	Option 1 – no Special Rate Variation; 
(ii)	Option 2 – 20% up front – 7 year Section 508 (2) will drop off after 7 years;
(iii)	Option 3 – Section 508(2),  10% + 10% over 2 years (cumulative) for 7 years in both cases. 

The Motion on being put to the vote was CARRIED UNANIMOUSLY.



The Delivery Program and the Long Term Financial Plan were reviewed in light of the above mentioned resolution. 


At the Ordinary Council meeting held on 20 January 2014, the following was resolved:
	
	[bookmark: PDF2_ReportName_4064]2.3	Feedback on the options for a Special Rate Variation 	Ref: INT/2014/00536

	3/14
	[bookmark: PDF2_Recommendations_4064]Moved Cr O'Connor 	Seconded Cr Bailey
(a) That Council seek further feedback from ratepayers on the preferred special rate variation option being 10% increase over and above rate peg for 2014/2015 for seven years and an additional 10% over rate peg for 2015/2016 for seven years.
(b) That Council obtain further information relating to vulnerable groups’ ability to pay the Special Rate Variation and the variable impact of the proposed rate variation on them as a class of ratepayer, with a view to providing financial adjustments to accommodate these groups’ special financial disadvantages and/or rectifying inequities in the application of the Special Rate Variation on them. 
PROCEDURAL MOTION
Moved Cr Beyersdorf 		Seconded Cr Richardson
That Item 2.3 be heard in Seriatim. 
The motion on being put to the vote was CARRIED. 
Moved Cr O’Connor 		Seconded Cr Bailey
(a) Council seek further feedback from ratepayers on the preferred special rate variation option being 10% increase over and above rate peg for 2014/2015 for seven years and an additional 10% over rate peg for 2015/2016 for seven years.
The Motion on being put to the vote was CARRIED UNANIMOUSLY.

Moved Cr O’Connor 		Seconded Cr Bailey
(b) That Council obtain further information relating to vulnerable groups’ ability to pay the Special Rate Variation and the variable impact of the proposed rate variation on them as a class of ratepayer, with a view to providing financial adjustments to accommodate these groups’ special financial disadvantages and/or rectifying inequities in the application of the Special Rate Variation on them. 
The Motion on The Motion on being put to the vote was CARRIED.
[bookmark: Division]DIVISION	 The result being:-
FOR:	Crs J Bailey, L Bishop, C Gadd, C Halligan, J Maher, A Murat, M O'Connor, P O'Donohue and R Richardson
AGAINST:	Cr H Beyersdorf





	
	[bookmark: PDF2_ReportName_4057]3.4	Special Rate Variation Proposal - Review of IPR Documents	Ref: INT/2014/00111

	4/14
	[bookmark: PDF2_Recommendations_4057]Moved Cr Richardson	Seconded Cr Maher
That the Delivery Program including the Long Term Financial Plan be placed on public exhibition for 28 days and an extra ordinary meeting be held at 5.30pm Thursday 20 February 2014, to consider the submissions.  
The Motion on being put to the vote was CARRIED UNANIMOUSLY.


The Delivery Program and the Long Term Financial Plan were placed on Public Exhibition until Tuesday 18 February 2014. The documents were adopted by Council on 20 February 2014 as per the resolution below:.
	
	[bookmark: PDF2_ReportName_4117]6.1	Integrated Planning and Reporting - Community Engagement on the Special Rate Variation Proposal	Ref: INT/2014/01839

	5/14
	[bookmark: PDF2_Recommendations_4117]Moved Cr Bailey	Seconded Cr Maher
(a)	That the report on the Integrated Planning and Reporting – Community Engagement on the Special Rate Variation be noted.
(b)	That the Delivery Program 2014-2018, the Long Term Financial Plan and the Asset Management Plans be adopted as a revised document.
The Motion on being put to the vote was CARRIED UNANIMOUSLY.


[bookmark: _Toc380837346]3	Criterion 1: Need for the Variation
[bookmark: Check4]Maintain existing services		|X|
Enhance financial sustainability		|X|
[bookmark: Check3]Environmental works			|_|
[bookmark: Check1]Infrastructure maintenance / renewal	|X|
Reduce infrastructure backlogs		|X|
[bookmark: Check2]New infrastructure investment		|_|
[bookmark: Check5]Other (specify)				|_|
[bookmark: _Toc380837347]Resourcing Strategy Describes the Need 
Council recognized in 2008, following the Review Today report that Council was in a vulnerable position in relation to its asset backlog. 
In 2011, during the Community Strategic Planning process this issue was identified and was again reiterated in the 2013 following the review after the new Council was elected. This falls under the objective to “Enhance Financial Sustainability”. 
The targeted outcomes are as follows: 
· Continuous general fund budget surpluses (equal to a minimum 2% of operating revenues)
· Development and implementation of sustainable asset management program
· Manage asset backlog
The strategic goals are within the Delivery Program are as follows:
· Development of a long term asset management plan that is integrated with the Long Term Financial Plan.
· Develop and adopt a strategy to address the asset backlog.
· Continuous improvement to address inefficiencies through process improvement. 
[bookmark: _Toc366160406][bookmark: _Toc380837348]3.1	Community needs
The Community Strategic Plan was adopted by Council at its Ordinary Council meeting held on 24 June 2013. The Delivery Program, Operational Plan and Resourcing Strategies, including the Long Term Financial Plan were adopted at the same time. 
It was clear that Council could not afford to deliver the Community Strategic Plan. Consequently following Council’s decision to submit an application to IPART, a review of the Delivery Program and the Long Term Financial Plan took place. 
The Delivery Program was reviewed and placed on Public Exhibition following the Ordinary Council Meeting held on 20 January 2014.
The Delivery Program clearly indicated the Special Rate Variation process and which programs were at risk if Council was unsuccessful with respect to its application to IPART.
The following issues are addressed in the Delivery Program and reflected in the community engagement strategy:
1. Why is Council applying for a Special Rate Variation?
2. What will the Special Rate Variation be spent on?
3. What has Council done to avoid increasing rates?
4. Council’s Decision
5. Engaging with the Community
6. Is the Community willing to pay for a Rate Variation?	
7. Is the Community able to pay for a Rate Variation?	
8. What are the Alternatives to a Rate Rise?	
9. How the Special Rate Variation is Expected to Affect Rates?

The independent survey carried out in November 2013 confirmed that the greatest need is in the areas of roads, footpaths and drainage.  These are the Council provided services where community expectation is outweighing satisfaction by the greatest amount.  

This aligns with the Council’s  need shown in the resourcing strategy and communicated to the community.  The funding required in these areas exceeds what Council can afford unless there is a special rate variation.    The 10% variation (12.3 % including rate pegging)  proposed is likely to  slow the rate of deterioration but not result in substantial improvement and ongoing reporting of service levels against affordable targets in accordance with IPR will be a focus for the future.
[bookmark: _Toc380716662][bookmark: _Toc380757676]
Table 1: Expectation Gap – Importance vs Satisfaction
Final Report – Survey of Armidale Residents. Jetty Research, December 2013
	Service
	Satisfaction Mean
	Importance Mean
	Expectation Gap

	Community facilities such as public halls
	3.35
	3.59
	-.24

	Kerb and guttering
	3.47
	3.72
	-.25

	Town beautification and streetscaping
	3.56
	3.89
	-.33

	Libraries
	3..36
	3.74
	-.38

	Cleanliness of streets
	3.77
	4.19
	-.43

	Bridges
	3.43
	3.87
	-.44

	Parks, reserves and playgrounds
	3.69
	4.43
	-.75

	Waste collection and disposal
	3.67
	4.51
	-.84

	Road maintenance – unsealed roads
	2.70
	3.58
	-.87

	Public Toilets 
	2.89
	3.81
	-.92

	Footpaths and cycleways
	3.13
	4.12
	-.99

	Drainage and protection of waterways
	3.07
	4.22
	-1.15

	Road maintenance – sealed roads
	3.13
	4.42
	-1.29




[bookmark: _Toc366160407][bookmark: _Toc380837349]3.2.	Alternative funding options
Council has consulted with the community on a number of scenarios to ensure the community was fully informed of the options available to balance service levels and revenues.
One of the goals in the Community Strategic Plan is about Council achieving asset sustainability.  
Council undertook a review of its Asset Plans and has identified an annual shortfall in general fund asset renewal expenditure, amounting to $2.15m. 
At the Ordinary Council meeting held on 28 October 2013 Council resolved the following:
(a) That Council indicate to IPART that it intends to make a Special Rate Variation application 
(b) That Council undertake consultation during November with the community on the following special rate variation options:
(i) Option 1 – no Special Rate Variation; 
(ii) Option 2 – 20% up front – 7 year Section 508 (2) will drop off after 7 years;
(iii) Option 3 – Section 508(2),  10% + 10% over 2 years (cumulative) for 7 years in both cases. 
This resolution was carried unanimously by Council.
Scenarios and Alternative Funding Options .
Funding scenario 1 is based on the continuation of the current rating level with no SRV.    Under this scenario Council exhibited the expected service level and risk results over the next 10 years.
Funding scenario 2 is based on an increase of 20% SRV that had 2 options for implementation, either the application of the 20 % increase in one year or spreading the increase over 2 years in 2 10% increments.  Following the long period of consultation, Council determined at its meeting held on 20 February 2014 to apply for a 10%  increase (12.3% including ratepegging)  only, taking into account the concerns expressed by a section of the community about affordability and capacity to pay.   
This decision is consistent with the exhibited asset management strategy in that it shows the link between affordable service levels and what the community is prepared to pay.  The asset strategy has been updated to show the affordable service levels and risks associated with the 10% (12.3% including ratepegging)  increase.  The expected service levels fall between the range of options presented to the community in the engagement process.   
[bookmark: _Toc366160408][bookmark: _Toc380837350]3.3	State of financial sustainability
Over the last five years Council has undertaken a comprehensive investigation of the long term financial needs of providing services and maintaining assets. This has shown that Council’s existing rating level is $2.1 million short of what is required to maintain existing assets at current condition. This shortfall over the years has created a backlog of $11.7 million of works (as of June 2013) required to bring general fund assets (not including water, sewerage and waste) up to satisfactory condition. Assets will continue to further deteriorate at the rate of at least $2.1 million per year if this situation is not addressed, which may have dire consequences for future generations.
[bookmark: _Toc304287283][bookmark: _Toc366160409][bookmark: _Toc380837351]3.4	Capital expenditure review
No major capital expenditures are proposed that are not consistent with Council’s asset infrastructure renewal strategy. No major enhancement or upgrades of assets are to be considered unless they contribute to the long term reduction in maintenance costs, property protection and public safety.
Does the proposed special variation require you to do a capital expenditure review in accordance with DLG Circular to Councils, Circular No 10-34 dated 30 December 2010? No.
[bookmark: _Toc366160410][bookmark: _Toc380837352]4.	Assessment criterion 2:   Community awareness and engagement
[bookmark: _Toc366160411][bookmark: _Toc380837353]4.1	The consultation strategy
The community engagement strategy provided a comprehensive and long term plan for consultation and engagement and is attached.   The engagement strategy follows on from the review of the Armidale Dumaresq Community Strategic Plan (CSP) 2011. A new term of Councillors worked with the community to review the document, resulting in a CSP for 2013-2028. This has helped Council, the community and local businesses to better understand what the Armidale Dumaresq Local Government Area may look like in 15 years time.
The Delivery Program was amended following consultation with the community, and now includes information on the Special Rate Variation. The Delivery Program was presented to Council for consideration at its Ordinary Council meeting held on 20 January 2014 and placed on public exhibition. Copies of the submissions were circulated to Councillors.  
The Community Strategic Plan and Delivery Program state that one of the community’s goals under “Provide Robust Resolutions” is to enhance financial sustainability by addressing the infrastructure asset backlog. 
Although the period from October to November was intensely focused on engaging with the Armidale Dumaresq Community, Management has attended meetings with Service Clubs and Local Area Committees well before the meeting held in October 2013 to gauge the community’s willingness to accept a Special Rate Variation proposal.
[bookmark: _Toc366160412][bookmark: _Toc380837354]4.2	Alternatives to the special variation
Council has developed a range of options and alternatives to provide a high level of opportunity for engagement.  This has been successful and identified the range of community views about balancing income and service levels.  Following this exhaustive process Council has determined a trade off between service level expectation and preparedness to pay additional rates.
Scenarios and Alternative Funding Options .
Funding scenario 1 is based on the continuation of the current rating level with no SRV.    Under this scenario Council exhibited the expected service level and risk results over the next 10 years.
Funding scenario 2 is based on an increase of 20% SRV that had 2 options for implementation, either the application of the 20 % increase in one year or spreading the increase over two years in two 10% increments.  Following the long period of consultation, Council determined at its meeting of20 February 2014 to apply for a 10% (12.3% including ratepegging)  increase only, taking into account the concerns expressed by a section of the community about affordability and capacity to pay.   
This decision is consistent with the exhibited asset management strategy in that it shows the link between affordable service levels and what the community is prepared to pay.  The asset strategy has been updated to show the affordable service levels and risks associated with the 10% increase.  The expected service levels fall between the range of options presented to the community in the engagement process.   
[bookmark: _Toc366160413][bookmark: _Toc380837355]4.3	Feedback from the community consultations
The engagement strategy applied the following framework.
	Inform
	Consult 
	Involve
	Collaborate
	Empower

	One way communication providing balanced and objective information  
	Two way communications designed to obtain public feedback about ideas, alternatives and proposals to inform decision making.
	Participatory process designed to help identify issues and views to ensure that concerns and aspirations are understood and considered prior to decision making.
	Working together to develop understanding of all issues and interests to work out alternatives and identify preferred solutions.
	To place final decision making in the hands of the public.

	Factsheets
Webpages 
Flyer
Emails
Staff Networks 
Local Committees 
Exhibitions 
Community notice board 
Newsletters 
Target stakeholder letters 
Media Release
Advertisements

	Jetty Research – Telephone Survey
Online Surveys
Public submissions
Suggestion boxes 
Focus groups/workshops/public meetings 
Surveys 
Face-to-face 

	Open meetings 
Forums 
 Online discussion boards 

	Public participation 
Networks and community group coordination 
Partnerships 
Delegated decisions through Committees and groups 

	Public Submissions
Community Meetings 



Independent Representative Survey 
A survey was conducted using a random fixed line telephone poll of 300 residents aged 18+.
The feedback was as follows:
· 10% of respondents agreed with Councils preferred option (option 1) of a 20% SRV that would last seven years.
· 46% preferred a stepped approach (option 2) with a 10% rise in year 1 and 10% rise in year 2 that would last seven years.
· 41% did not accept either of these options.
· 3% were unsure.

56% were prepared to accept in increase of 20% with the majority favoring a stepped approach.
Local Area Committees and Stakeholders 
Meetings were held with the following Local Area Committees, the three options being presented for discussion:
29 October 2013 	Dumaresq LAC : no support for a 20% increase, 9 for the 10%, 10% option and 3 abstentions and 1 opposed. 
13 October 2013	Herbert Park LAC: 8 for 20% increase, 16 for the 10%, 10% option and 1 supported the three 8% increases over three years. 
12 October 2013	Boorolong LAC: no support for a 20% increase, one for 10%, 10% option and 13 supported the three increases of 8%. 
Letters and Media Releases 
The following media releases were sent to media outlets:
21 November 2013 	Council to survey community views on proposed rate variation
5 December 2013	Briefing to the media on Special Rate Variation
22 January 2014	Council’s Delivery Program and Long Term Financial Plan on Public Exhibition
31 January 2014 	Public Workshop on the 20% Special Rate Variation
11 February 2014	Still time to make submission on rate rise proposal 
21 February 2014	Council act on community concerns over SRV application 
Council received 103 written submissions in response to the letters and the Delivery Program being on public exhibition. Most of the submissions objected to the Special Rate Variation proposals. 
A random telephone survey was conducted by Jetty Research from 25 November 2013 to 28 November 2013. 300 residents participated in the survey. The random sampling error for a survey of 300 residents is +/-5.6% at the 95% confidence level.
Those taking part in the survey were asked which of three prompted statements most closely aligned with their own views on the proposed Special Rate Variation.
1. “I agree that the Special Rate Variation is necessary and support the rate variation being proposed of 20% for seven years”. 10% agreed with this option. 
2. “I accept that a Special Rate Variation is necessary but believe the proposed rate increase is too high and should be set at 10% for the first year, and an additional 10% thereafter. “ 46% agreed with this option. 
3. “I do not accept either of these proposed variations.” 41% agreed with this option. 
4. 3% of those interviewed were unsure. 
5. This suggests that 56% agreed that a Special Rate Variation is necessary.
For those that did not accept the proposed variations, and those that were unsure, they were asked what sort of Special Rate Variation did they feel was appropriate. 
· 44% answered less than 5%.
· 40% answered 5%.
· 2% answered 10%.
· 6% were unsure.
· 9% provided other options. 
Online Survey 1 – Commenced 8 December 2013 - Completed 7 January 2014
300 responses were received. There were no means of ensuring that the survey could not be used more than once, or checking that only Armidale Dumaresq ratepayers and residents responded to the survey. Recognising nonetheless that this was one of the communication strategies to be undertaken, the results should be taken into consideration.
10.4% responded: “I agree that the special rate variation is necessary and support the rate variation being proposed of 20% for 7 years.” 
17.11% responded: “I accept that a special rate variation is necessary but believe the proposed rate increase is too high and should be set at 10% for the first year and an additional 10% thereafter.” 
69.80% responded: “I don't accept either of these proposed variations.” 
2.68% were unsure. 
Those that responded that they did not accept the proposed variations or were unsure were then prompted with “In percentage terms, what sort of rate variation do you feel would be appropriate?”
1. 38.81% indicated that they would prefer no increase. 
2. 33.79% indicated a preference for 5%.
3. 4.1% indicated a preference for 10%.
4. 0.46% indicated a preference for 20%.
5. 22.83% indicated “other”.

Online Survey 2– Commenced on 5 February 2014 – Completed 14 February 2014
181 responses were received. This survey was designed to capture information discussed at the Public Workshop held on 8 February 2014. Similar questions to the Online Survey commenced on 8 December 2013 were asked. 
Unsealed roads rated low on the satisfaction level, and rated as an imperative issue in terms of how important this Council facility was. Sealed roads rated just as important to unsealed. In summary, although the majority of respondents stated that they did not support higher rates to renew roads and other community infrastructure (at 77.5%) they did recognize that these were important assets. 22.4% of respondents advised that they would be prepared to support higher rates to renew roads and other community infrastructure. 
88.57% of respondents advised that they were aware that Council had given in principle support for a 10% increase over and above the rate peg for 2014/2015 for seven years, and an additional 10% over rate peg for 2015/2016 for seven years.
[bookmark: _Toc366160414][bookmark: _Toc380837356]4.4	Considering the impact on ratepayers
In 2006 Council commenced a continuous improvement program to review and improvement its operational processes.

In 2009/2010 the General Manager set a 3 % productivity target for the Council. This target has been set each year since and is aimed at improving and streamlining Council’s business processes and operations, to attempt to address the revenue gap the Council is experiencing.

These process improvements (productivity savings) have allowed Council to reallocate staff to other duties or combine positions due to the time savings provided by the improved process and Council has been able to harvest the FTE savings.

Two examples of this process improvement are:

(a) The automation of Planning Certificates.  This process improvement, enabled by Council’s software investment and Council Information Technology team, resulted in a productivity saving of $60,379.60 recurring.  This improvement has also provided a higher level of service to the community at a reduced cost. The online service transaction is now is between 5 and 7 minutes. Since the implementation Council has reduced the administration Full Time Employee (FTE) numbers in the Development Control Units by 1 FTE.

(b) Streamlining internal transactions has also resulted a saving of $93,038 per annum.  

Council’s current Community Strategic Delivery Program has the Strategic Objective to “Ensure efficiency and innovation in all practices undertaken by Council” which has a strategy to “strive for productivity improvements and efficiencies and an action to “encourage continuous improvement of Council operations”. 

The focus of future process improvements is centred on implementing software functionality that Council owns which is still to be implemented. Council has identified a further $609,650 of improvements that have yet to be implemented in the future for example:

(a) Implementing improvements to the purchasing process.

(b) The implementation of corporate strategies to improve the process of governance reporting.

(c) Implementing a mobile application for the community’s use.

(d) Rolling out an enterprise wide mobile work instruction system to assist with accountability and asset management reporting.
[bookmark: _Toc366160415][bookmark: _Toc380837357]4.5	Considering the community’s capacity and willingness to pay
Council engaged Jetty Research to conduct a 300 person telephone survey early in the consultation period to gauge support for an increase. The results statistically provide a 95% confidence level so therefore results have the greatest credibility of all the input that has been gained in the feedback period.  
The sample group was in line with urban and rural split and 90% of respondents were ratepayers. As expected the main areas of concern in rating services were roads, drainage, footpaths and cycle ways, not unsurprisingly the major subject areas of the proposed asset renewal areas.  
The key results were that 10% of respondents favoured a 20% increase in 2014/15, with 46% favouring the second option of 10% for 2014/15 and 10% for 2015/16. 41% of respondents did not accept either of the proposed increase options. This was an encouraging result for an increase considering that only 39% of respondents were aware of the increase and the justification for the increases being sought. 
Council also conducted a survey on its website using the same questions as the 300 person survey, and as expected was completed predominantly by those against the increase. The results from the survey show 67% against any increase, with 97% of respondents  indicating that they were a ratepayer. The 97% of respondents being ratepayers, represents 4.3% of ratepayers. 
[bookmark: _Toc366160416][bookmark: _Toc380837358]5. 	Assessment criterion 3:   Impact on ratepayers
[bookmark: _Toc366160417][bookmark: _Toc380837359]5.1	Impact on rates
The specific impact of the Special Rate Variation across the different Rate Categories is dependent upon a number of factors, the main one being land valuation.  The Valuer General has recently issued new land valuations for the 2014-2015 financial year.  These new valuations have been used to calculate the estimated change to the rates levied should the Special Rate Variation be approved.  Significant variations between Rate Categories are indicative of the recent changes to land valuations.
 Based on the 1 July 2013 land values the difference is $47 or 8.83% for minimum rate levied, or 9.22% in all sub categories.




Comparison of Rate Levies by Land Value.
	Land value (for calculation of rates)
	Residential Rate Year 1 (with SV)
	Residential Rate Year 1 (without SV)
	% Difference
	Business Rate Year 1 (with SV)
	Business Rate Year 1 (without SV)
	
	Farmland Rate Year 1 (with SV)
	Farmland Rate Year 1 (without SV)
	

	 
	2014/15
	2014/15
	
	2014/15
	2014/15
	
	2014/15
	2014/15
	

	$50,000
	$532.00
	$485.00
	8.83%
	$675.90
	$613.55
	8.83%
	$532.00
	$485.00
	8.83%

	$150,000
	$1,340.85
	$1,217.10
	9.22%
	$2,027.70
	$1,840.65
	9.22%
	$608.40
	$552.30
	9.22%

	$250,000
	$2,234.75
	$2,028.50
	9.22%
	$3,379.50
	$3,067.75
	9.22%
	$1,014.00
	$920.50
	9.22%

	$350,000
	$3,128.65
	$2,839.90
	9.22%
	$4,731.30
	$4,294.85
	9.22%
	$1,419.60
	$1,288.70
	9.22%

	$450,000
	$4,022.55
	$3,651.30
	9.22%
	$6,083.10
	$5,521.95
	9.22%
	$1,825.20
	$1,656.90
	9.22%

	$550,000
	$4,916.45
	$4,462.70
	9.22%
	$7,434.90
	$6,749.05
	9.22%
	$2,230.80
	$2,025.10
	9.22%

	$650,000
	$5,810.35
	$5,274.10
	9.22%
	$8,786.70
	$7,976.15
	9.22%
	$2,636.40
	$2,393.30
	9.22%

	$750,000
	$6,704.25
	$6,085.50
	9.22%
	$10,138.50
	$9,203.25
	9.22%
	$3,042.00
	$2,761.50
	9.22%

	$850,000
	$7,598.15
	$6,896.90
	9.22%
	$11,490.30
	$10,430.35
	9.22%
	$3,447.60
	$3,129.70
	9.22%

	$950,000
	$8,492.05
	$7,708.30
	9.22%
	$12,842.10
	$11,657.45
	9.22%
	$3,853.20
	$3,497.90
	9.22%

	$1,250,000
	$11,173.75
	$10,142.50
	9.22%
	$16,897.50
	$15,338.75
	9.22%
	$5,070.00
	$4,602.50
	9.22%

	$1,750,000
	 
	 
	
	$23,656.50
	$21,474.25
	9.22%
	$7,098.00
	$6,443.50
	9.22%

	$2,500,000
	 
	 
	
	$33,795.00
	$30,677.50
	9.22%
	$10,140.00
	$9,205.00
	9.22%

	$3,000,000
	 
	 
	
	$40,554.00
	$36,813.00
	9.22%
	$12,168.00
	$11,046.00
	9.22%





Impact on Average Ordinary Rates
	Category
	Sub-category
	Current Average Rate 2013/14
	Average rates in 2014/15 without SV
	Annual $ Increase
	Annual % Increase
	Average rates in 2014/15 with SV
	Annual $ Increase
	Annual % Increase

	Residential
	Armidale City
	$926.19
	$946.67
	$20.48
	2.21%
	$1,042.62
	$116.43
	12.57%

	Business
	Armidale City
	$3,367.34
	$3,572.25
	$204.91
	6.09%
	$3,935.16
	$567.82
	16.86%

	Farmland
	Armidale City
	$1,988.71
	$2,066.34
	$77.63
	3.90%
	$2,276.23
	$287.52
	14.46%

	Residential
	Non Urban
	$1,031.06
	$904.36
	-$126.70
	-12.29%
	$995.78
	-$35.28
	-3.42%

	Business
	Non Urban
	$1,470.38
	$1,506.61
	$36.23
	2.46%
	$1,659.10
	$188.72
	12.83%

	Farmland
	Non Urban
	$2,486.50
	$2,519.05
	$32.55
	1.31%
	$2773.99
	$287.49
	11.56%

	Mining
	Non Urban
	$2,104.60
	$2,156.08
	$51.48
	2.45%
	$2,374.03
	$269.43
	12.80%


[bookmark: _Toc380837360]5.1.1	Minimum Rates
After applying the 2.3% rate peg to the July 2013 Land Value revaluation, the minimum amount for ratepayers in all Categories and subcategories will be $532 (with SRV) or $485 (without SRV). The number of assessments on the minimum will be the same regardless of whether the SRV is applied.
The minimum rate of $532 has been calculated as the 2013/14 minimum of $474 plus 2.3% rate peg increase, plus the SRV increase of 10% i.e. $474 x 12.3% = $532.30.
	Rating Category   (s514-518)
	Name of 
sub-category 
	Number of Assessments
	Minimum $
	Number on Minimum
	Minimum $
	Number on Minimum

	Residential
	Armidale City
	7715
	532
	1014
	474
	1379

	Business
	Armidale City
	560
	532
	27
	474
	34

	Farmland
	Armidale City
	10
	532
	0
	474
	0

	Residential
	Non Urban
	1117
	532
	305
	474
	296

	Business
	Non Urban
	23
	532
	7
	474
	7

	Farmland
	Non Urban
	888
	532
	80
	474
	75

	Mining
	Non Urban
	10
	532
	6
	474
	6






[bookmark: _Toc366160418][bookmark: _Toc380837361]5.2	Affordability and community capacity to pay
Council recognizes that the Local Government Area (LGA) has a higher percentage of persons earning under $300 per week compared to regional NSW; the vulnerable socio economic group would be covered under the Hardship Policy. The LGA has (according to the ABS Census 2011 figures) an equal or higher percentage of persons earning $600 or more per week. Median weekly individual income has risen from $384 in 2006 to $494 in 2011 (28.06%) whilst median weekly household incomes have risen from $855 to $991 in the same period (15.9%).
[bookmark: _Toc366160419][bookmark: _Toc380837362]5.3	Other factors in considering reasonable impact
Armidale Dumaresq Council has compared demographic data to other like councils. After taking into account local economics, Council’s other rates and charges are considered to be reasonable based on the group average.  The table below is extracted from Local Government Comparative Data 2012.
	Council
	LGA
	Group Average

	Average Taxable Income
	    38,598.00 
	    39,851.00 

	Population aged < 19
	28.30%
	26.30%

	Population aged >20  <59
	52.30%
	49.90%

	Population aged >60
	19.40%
	23.80%

	Pension Rebates
	16.30%
	21.40%

	
Rates and Charges
	
	

	Average Residential Rate
	827.01
	836.7

	Average Business Rate
	3046.79
	2892.91

	Average Farmland Rate
	2312.22
	1733.41

	Average Mining Rate
	1900
	240655

	Average Residential Water and Sewer Bill
	1044
	1062

	Average Domestic Waste Charge
	262.75
	259.26

	
	
	



Council has also considered the impact of not spending the required amount on asset renewals. The medium to long term economic impact on the community will be far greater financially than a moderate increase in rates now.
[bookmark: _Toc380837363]5.3.1	Addressing hardship
Council has two hardship policies providing the opportunity for relief from rates and charges to those who may find themselves in a position of genuine financial hardship. The Policies refer to “Residential” but this in effect applies to all categories. 
· POL190 – Finance – Hardship due to Valuation Changes 
· POL191 – Finance – Writing Off Accrued Interest
Council officers, when presenting to stakeholders, have highlighted  the Hardship Policies. 
The Policies are not referred to in the IP&R documentation. 
In addition to the hardship policies, Pensioners receive a $500 rebate. 
Council has not proposed to introduce any measures to limit the impact of the proposed special variation on various groups.
6. [bookmark: _Toc366160420][bookmark: _Toc380837364]Assessment criterion 4:   Assumptions in Delivery Program and LTFP
[bookmark: _Toc380761350]A full version of the assumptions made  for the Delivery Program and LTFP are included in the document “Long Term Financial Plan 2013-2023” in the section titled “Financial Planning Assumptions Uncertainties and Risks”.

A summary of the information is provided below.

Financial Planning Assumptions Uncertainties and Risks
The following assumptions, risks and uncertainties have been identified and reference the Council’s Community Strategic Plan.    Uncertainty increases as the financial information presented extends each year from the current financial data.

The forecast financial statements must be read with in conjunction with details of financial assumptions contained in this statement. Financial years 2014/15 to 2019/20 must be read with the understanding that the forecast is based on professional opinion and estimates and that in broad terms the business of the Council should continue in its current form and what has been forecast in the Community Strategic Plan.  Uncontrollable external events or change in State and Federal Government policy will significantly affect the forecast. 

The most significant risks include unexpected changes to legislation and/ or regulations. It has been assumed that the organisational structure of Armidale Dumaresq Council will remain relatively unchanged for core services with reshaping the organisation to cater for positions associated with the community strategic direction.  Council will be impacted by the issues of an aging workforce identified in the Workforce Plan.  Although climate change and its existence and causes are still being debated, no contingency has been applied and therefore associated costs to Council has been assumed will not significantly change over the next 10 years.

[bookmark: _Toc380761351]Service Priorities
It is assumed that the community will continue to endorse and demand the current range of services that the Council provides to the community.  Community strategic goals are expected to be funded from existing funds where service levels are not affected otherwise new external funding is to be sourced.
Forecast financial reports include increase in Rates and Charges above the rate pegging to match the cost of providing new capital or debt repayments from financing new facilities or services identified in the Community Strategic Plan.     It is also expected that management will be able to achieve the necessary cost reduction and productivity changes to services in order to offset each year’s increase in operating costs above the rate peg. 
[bookmark: _Toc380761359]Changes to Service levels
No changes to service levels have been identified in the forward projections.  It is assumed that any cost savings in service level reduction will be redirected to asset renewals or existing service delivery. Where new services come about or where Council seeks to increase the service levels that new funding be found.   Council has identified the need to review and test service level standards with the community over the 2014-2015 financial years.
[bookmark: _Toc380761355]Funding Sources
It has been assumed that the level of external funds through the current grant allocations will remain consistent over the 10 years and that there is no significant change to government policy to either decrease or increase.  Council will continue to actively pursue grant opportunities but due to their high level of uncertainty cannot be included in the financial projections.   The exception to this assumption is in the Federal Government’s Roads to Recovery Program that expires June 2014.  It is assumed that some form of funding will be available for infrastructure but given that this is uncertain the forward plan has taken a conservative view on possible grant income for capital grants.
Internal funding sources from Rates, Annual Charges and User Charges are expected to increase as a minimum in line with a rate peg limit assumed to be between 2.5% and 3% pa.  Where new projects or strategic goals have been endorsed by the community in the Strategic Plan, Council is looking to fund some of these initiatives by continued productivity improvements, organisation development and / or through the application of a special rate variation.  Rate Variations (SRV) can be made permanent  however the strategy in the forward plan is to apply for SRV’s for a period of 7 years and therefore are only utilized for defined projects.  All SRV’s need to be supported by the community and will need to be approved by IPART.  
Estimates of Specific program or project costs
The income from the  special rate variation is to spend on increased asset renewals and the rectification of drainage for properties regularly inundated by the water during heavy rainfall.  If the identified Rate Variation application is unsuccessful the identified projects will not be able to commence and the Long Term Financial Plan adjusted to scenario being the current status.  

Proposed Additional Special Variation Income and Expenditure
	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Year 6
	Year 7
	Sum of 10 years

	 
	2014/15
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20
	2020/21
	

	INCOME

	SRV income above the rate peg
	1,287,368
	1,318,265
	1,357,813
	1,398,547
	1,440,504
	1,483,719
	1,528,230
	9,814,446.00

	CAPITAL EXPENDITURE
	 
	 
	 
	 
	 
	 
	 
	 

	Roads
	 
	 
	 
	 
	 
	 
	 
	 

	Cycleways
	33,000.00
	100,000.00
	97,000.00
	19,500.00
	33,000.00
	33,000.00
	 
	315,500.00

	Footpaths
	45,743.00
	 
	75,000.00
	21,000.00
	 
	49,288.00
	38,000.00
	229,031.00

	Resurface / Linemark Carparks
	50,400.00
	17,000.00
	 
	 
	29,257.00
	36,000.00
	 
	132,657.00

	Urban Rehab
	150,000.00
	 
	50,000.00
	67,000.00
	160,000.00
	100,000.00
	85,000.00
	612,000.00

	Rural Rehab
	 
	196,000.00
	350,000.00
	 
	140,000.00
	374,000.00
	 
	1,060,000.00

	Urban Reseals
	350,000.00
	 
	 
	 
	87,500.00
	 
	163,068.00
	600,568.00

	Rural Reseals
	41,000.00
	 
	 
	 
	66,000.00
	100,000.00
	159,000.00
	366,000.00

	Kerb and Gutter 
	50,000.00
	296,000.00
	105,000.00
	148,000.00
	76,000.00
	127,000.00
	47,000.00
	849,000.00

	Bridges
	 
	113,000.00
	116,000.00
	110,000.00
	67,000.00
	 
	563,000.00
	969,000.00

	Stormwater Drainage
	 
	 
	 
	 
	 
	 
	 
	 

	Stormwater Pipe 
	105,175.00
	258,413.00
	218,310.00
	230,203.00
	167,448.00
	229,820.00
	256,230.00
	1,465,599.00

	Junction / Manholes
	42,000.00
	 
	 
	42,000.00
	 
	42,000.00
	 
	126,000.00

	Kerb Inlet Pits
	 
	30,000.00
	30,000.00
	30,000.00
	 
	20,000.00
	 
	110,000.00

	Gross Pollutant Trap (Trash Rack)
	 
	10,000.00
	 
	 
	60,000.00
	10,000.00
	 
	80,000.00

	Trunk Main - Allingham S
	 
	 
	 
	270,000.00
	 
	 
	 
	270,000.00

	GPT Cookes Rd
	 
	 
	 
	80,000.00
	 
	 
	 
	80,000.00

	GPT Allingham St
	 
	 
	 
	 
	100,000.00
	 
	 
	100,000.00

	GPT Markham St
	 
	 
	 
	 
	100,000.00
	 
	 
	100,000.00

	GPT  Butler St
	 
	 
	 
	 
	 
	100,000.00
	 
	100,000.00

	GPT  Taylor St
	 
	 
	 
	 
	 
	80,000.00
	 
	80,000.00




	 
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Year 6
	Year 7
	Sum of 10 years

	 
	2014/15
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20
	2020/21
	

	GPT  Howard Place and  Centennial
	 
	 
	 
	 
	 
	 
	160,000.00
	160,000.00

	Recreation and Facilities
	 
	 
	 
	 
	 
	 
	 
	 

	Street Lighting
	150,000.00
	 
	 
	 
	 
	 
	 
	150,000.00

	Cemetery Toilets 
	3,500.00
	 
	 
	 
	 
	 
	 
	3,500.00

	Aquatic Centre Facility Renewals
	38,168.00
	39,504.00
	53,387.00
	42,318.00
	43,799.00
	19,000.00
	48,290.00
	284,466.00

	Main Circulation Pump Replacement
	9,000.00
	 
	 
	 
	 
	 
	 
	9,000.00

	Playground Equipment Replacement
	72,000.00
	 
	16,885.00
	87,581.00
	 
	85,000.00
	 
	261,466.00

	Sports Ground - Upgrade
	 
	72,000.00
	50,000.00
	 
	68,720.00
	 
	 
	190,720.00

	Parks - Sign Replacement
	 
	25,200.00
	25,200.00
	 
	 
	 
	 
	50,400.00

	Parks - Refurbish Facilities
	 
	 
	 
	 
	 
	 
	40,539.00
	40,539.00

	Buildings
	 
	 
	 
	 
	 
	 
	 
	 

	Library - Salto Card Access
	12,000.00
	 
	 
	 
	 
	 
	 
	12,000.00

	Town Hall and Public Halls - Painting
	60,000.00
	 
	 
	 
	 
	 
	 
	60,000.00

	Kent / Hughes House - Upgrade
	 
	10,000.00
	12,000.00
	11,000.00
	 
	 
	 
	33,000.00

	Town Hall and Public Halls  - Upgrade
	18,000.00
	16,000.00
	 
	 
	99,000.00
	8,000.00
	 
	141,000.00

	Hillgrove Museum - Upgrade
	 
	8,000.00
	20,000.00
	 
	 
	 
	 
	28,000.00

	CCTV Services - Upgrade
	 
	15,000.00
	 
	40,000.00
	 
	 
	 
	55,000.00

	CAB - Upgrade
	30,000.00
	44,000.00
	15,000.00
	100,000.00
	100,000.00
	
	65,000.00
	354,000.00

	Rental Property - Security Fencing
	 
	40,000.00
	 
	 
	12,000.00
	 
	 
	52,000.00

	Rental Property - Upgrade
	 
	 
	45,000.00
	 
	 
	9,000.00
	80,000.00
	134,000.00

	Mann St Depot - Upgrade
	 
	 
	20,000.00
	70,000.00
	 
	 
	 
	90,000.00

	Companion Animal Shelter- Painting
	 
	 

	12,000.00
	 
	 
	 
	 
	12,000.00

	SES HQ - Upgrade
	 
	 
	18,000.00
	 
	 
	 
	 
	18,000.00

	Saleyards - Upgrade
	 
	 
	 
	 
	 
	30,000.00
	 
	30,000.00

	Total use of special variation income
	1,259,986.00
	1,290,117.00
	1,328,782.00
	1,368,602.00
	1,409,724.00
	1,452,108.00
	1,705,127.00
	9,814,446.00

	Difference between additional SRV income and its uses
	27,382
	28,148
	29,031
	29,945
	30,780
	31,611
	-176,897
	0



Financial Plan 2014 -2024
The planned financial forecast is aimed at delivering the strategic goals and outcomes set out in Council’s Community Strategic plan over the next 10 years with a focus on the next 4 years. 



Planned Operating Income
	Rates
	Rates are based on an annual increase of 2.3% rate peg plus the SRV application for 7 years.  The going rate peg amount for the next 5 years.

	Domestic Waste Charges
	Council is proposing to construct a $14 million land fill in the period 2012-2015, subject to Government Approval.  Annual and user charges have been increased to reflect the cost of loan repayment and changes in operating costs and then increased annually within business plan.

	User Charges and Fees
	User Charges and fees are detailed in Council’s 2010/2011 Fees and Charges Schedule included as part of the Operational Plan.  Future year’s user charges and fees have been increased by an estimated annual CPI increase of 3%. This represents the top of the Reserve Bank’s long term target for CPI of 3 to 3.2% p.a.

	Interest on Investments 
	An interest rate of 3% p.a. is assumed for interest earned on investments. Interest rates can fluctuate quickly, however a target 4% p.a average rate of return on investment over the life of the plan is considered to be achievable if the economy sees some improvement.

	Other Revenues
	Is expected to increase between 3% and 3.5% p.a. over the period of the plan.

	Capital and Operating Grants and Contributions
	Operational grants are expected to increase an average of 2.8% per annum.  Capital Grants will fluctuate from year to year but matched by expenditure on the capital project the Grant or contribution is for.  Capital Grant Projections have been based on historical trends.



Planned Operating Expenditure
	Employee Costs
	Employee Costs are expected to Grow at a net rate of 3 %.  Other Employee costs are expected to continue at current trends of between 3 and 4% per annum.   Employment costs are subjected to market forces and consequently Council actively targets  a 2% productivity improvement in operations each year.  This has resulted in a net reduction in total Employee Full Time Equivalents (FTE) to date but over the time of the plan given that there needs to be increased work completed any productivity improvements will need to be injected into increased output.

	Borrowing Costs
	Borrowing Costs have been increased to reflect the additional loan funds for the waste land fill and possibly a new library.

	Materials and Contracts
	This has been broadly budgeted at an annual increase of 2.85% per annum as it is expected that the increases experienced over the past five (5) years will level out with the national economy trending flat. 

	Other Operating Expenses
	Other operating Expenses have been increased in line with the estimated CPI of 3% with the exception of Electricity and Insurances.  While energy costs have electricity increased at an average of 10% per annum.  It is anticipated with new contracts entered into and pricing for assets already built in to future increases should be more in line with the NSW CPI index prices.  Forward projections have factored in an average of 3.2% pa. 


[bookmark: _Toc380761356]Planned Capital Program
	Property Plan & Equipment
	Currently Council is reviewing its property portfolio.  At the time of preparing this plan no sales or purchases have been identified and therefore not included in the financial data.  

Plant and equipment will be sold in accordance with the Council’s replacement strategy.  In the Financial Plan Council has restricted cash equivalent to the depreciation on plant to fund plant replacement.

	Capital Works
	Capital Works Program for 2014-2024 has been determined by the Asset Management Plan and Delivery Program.  The assets identified for renewal has been calculated and determined based on current conditions.   Changes to this plan may occur as Council completes is annual review of condition. 



Depreciation and Useful Lives
Other than land, all assets recognised are systematically depreciated over their useful lives in a manner which reflects the consumption of the service potential embodied in those assets.
Depreciation is recognised on a straight-line basis. Depreciation periods for infrastructure assets have been estimated based on the best information available to Council, but appropriate records covering the entire life cycle all of these assets are not available.  While care should be exercised when interpreting financial information all asset classes have been subject to at least one and in some cases two revaluation assessments.  Each revaluation increases the confidence level of the estimates.
In 2014, Council is implementing an integrated Asset Management systems that collects data and accomplishments at the worksite.  Over the next five (5) years as this data builds up Council will be able to back test many of the assumptions made in depreciation rates and useful lives. 
Land is not depreciated. Depreciation on other assets is calculated using the straight line method to allocate their cost, net of their residual values, over their estimated useful lives, as follows.
[bookmark: _Toc380761357]Outsourcing and Service Delivery
Where Council outsources physical works and professional services, it is assumed this practice will continue.  Council’s Resourcing Plan has identified that over the next ten (10)  years a skills shortage may have an effect on service delivery.  In this plan it has identified Council may need to use outsourcing options if there are critical skill gaps that cannot be resolved.  The financial forecast has assumed that current recruitment patterns will continue and that Council will be able to fill positions.
Council also has a joint venture with Guyra Shire Council that pools eleven (11) corporate services into one shared service structure.  While corporate shared services has delivered real productivity gains it has been identified to be expanded into other functions.  The current shared services operation is inline with the Local Government Review Panel recommendations and Council see that the current shared services will be transferred to any regional joint organisation that may form.
[bookmark: _Toc380761358]Asset Renewal
The forecast expenditure for infrastructural asset renewal is insufficient to maintain the current level of services.  The current financial model has not included any provisions to close the infrastructure renewal gap that has been estimated at approximately $16mill as at the 30 June 2013.  The asset management strategy aims to define more accurately what asset classes need to be renewed and the amount of expenditure required.  The base assumption of the future financial capital costs has not tried build in a complete renewal of assets.  An upper level asset renewal target has been set at 80% where strategic maintenance and service level adjustment may achieve an acceptable balance.  However no scenario comes close to this target so more community engagement is required. Following a number of forums and discussion groups it is clear that the community is presented with a complex situation that they are coming to terms with what it actually means.  Once a well defined back log has been established it is expected that without increased external funding Council will need to seek a special rate variation.
[bookmark: _Toc380761352]Population Growth and Rates Base
While Council has a desired ambition to increase the population of the local government area the assumed population growth is in line with State and National levels.  The Armidale economy is very reliant on the Education and Agricultural sectors.  Both sectors are going through a period of change to operations and competiveness.  Reduction in labour for these sectors would have a negative impact on the current population level however new opportunities are emerging with the NBN completely installed across the city.
In the forward assumptions it has been assumed that any negative impacts could be offset by emerging market and where there is population growth then the demand for services and infrastructure would increase offsetting any additional revenues collected.
[bookmark: _Toc380761353]Asset Ownership and Management
There are no major assets sales or change in management identified in the Asset Management Plan that will affect the outcome of the financial reports beyond 2014/2015.  Council’s current asset register is expected to remain stable from Year to Year.  Technology and innovation may change future outcome however significant changes to Council’s policy is not anticipated over the life of the Delivery Program.  Council is however looking to review the possible sale of excess public land to fund the current general fund asset back log but this has been met with strong resistance from the community.
[bookmark: _Toc380761354]
Interest Rates
Where new borrowing costs have been identified a 6% interest rate has been applied in determining repayments. Interest on money invested is estimated at 4.0% pa.

[bookmark: _Toc380761360]Benchmarking 
Local Government Sector operates many services that are not economically viable and are a social and regulatory service.  Without market forces to determine competitiveness benchmarking against similar organizations in the sector provides some guide.  While not absolute, productivity benchmarking can show improvements or decline over time.  ADC’s benchmarking  comparative data  is available from the Division’s website or the in the ADC Long term Financial Plan (LTFP)
7. [bookmark: _Toc366160421][bookmark: _Toc380837365]Assessment criterion 5:   Productivity improvements and cost containment strategies
In 2006 Council commenced a continuous improvement program to review and improve its operational processes.

In 2009/2010 the General Manager set a 3 % productivity target for the Council. This target has been set each year since and is aimed at improving and streamlining Council’s business processes and operations, to attempt to address the revenue gap the Council is experiencing.

Through following the adopted business process mapping methodology (see Flowchart within the Attachments).  This business process mapping methodology involves mapping existing process, then reengineering the process to remove duplication; increase process automation by using IT enabled efficiencies and achieves a common repeatable process. As a result over the past six (6) years, Council has identified $3,785,715.25 in productivity improvements, combined with a 23.5 FTE saving.

These process improvements (productivity savings) have allowed Council to reallocate staff to other duties or combine positions due to the time savings provided by the improved process and Council has been able to harvest the FTE savings.

Two examples of this process improvement are:

(a) The automation of the 149 Planning Certificates.  This process improvement, enabled by Council’s software investment and Council Information Technology team, resulted in a productive saving of $60,379.60 recurring.  This improvement has also provided a higher level of service to the community at a reduced cost. The service level for 149 Planning Certificates is now is between 5 and 7 minutes. Since the implementation Council has reduced the administration FTE numbers in the Development Control Units by 1 FTE.

(b) The implementation of e-Timesheets across the Council has also resulted a saving of $93,038 per annum.  Council staff now complete timesheets in the payroll system which then workflows to their supervisor for approval.  Council’s Payroll staff are now only data checking and processing the pay run.  This enables project costing to be updated each week, providing better financial information for project managers.

Council’s current Community Strategic Delivery Program has the Strategic Objective to “Ensure efficiency and innovation in all practices undertaken by Council” which has a strategy to “strive for productivity improvements and efficiencies and an action to “encourage continuous improvement of Council operations”. This sets the Council on this continuous improvement path which is supported through the employment 1 FTE Business Analyst.

The focus of future process improvements is centred on implementing software functionality that Council owns which is still to be implemented. Council has identified a further $609,650 of improvement that have yet to be implemented in the future for example:

(a) Implementing improvements to the purchasing process.
(b) The implementation the Corporate Planning and Reporting module to improve the process of governance reporting.
(c) Implementing a mobile application for the community’s use.
(d) Rolling out an enterprise wide mobile work instruction system to assist will accountability and asset management reporting.



8. [bookmark: _Toc380837366]Other information 
8.1 [bookmark: _Toc380837367]Previous Instruments of Approval
Council does not have a special variation which is due to expire at the end of this financial year or during the period of the proposed special variation.
[bookmark: _Toc366160424][bookmark: _Toc380837368]8.2	Reporting to your community
Whether Council is successful or unsuccessful in its application for a Special Rate Variation, it will provide a media briefing, a media release will be sent to the local media outlets, and the Mayor will mention the outcome on his weekly radio show. Council would also provide information on its website and on social media. 
If the application is successful, a communications strategy will be developed to engage the community again in more detail about where the extra money will be spent and how. To allay any fears in the community that the money will be spent on what Council have said it will spend it on.
If the application is however unsuccessful, Council will have to consult with the community in relation to the reduction of services. This will in all likelihood mean that a number of workshops will need to take place.
The Special Rate Variation is intended to address our shortfall in asset renewals and this will form part of our statutory and quarterly reporting, where Council will monitor is asset renewal ratios. Condition of Assets will continue to be monitored to ensure that the asset backlog is not increasing. 
[bookmark: _Toc366160425][bookmark: OLE_LINK17][bookmark: _Toc380837369]8.3	Council resolution to apply to IPART
The following resolutions were  made at the Extraordinary Council meeting held on 20 February 2014.
5.1	Notice of Motion - Special Rate Variation
31/14 Moved Cr O’Connor		Seconded Cr Bailey

(a)	That Council submit an application to IPART for a special rate variation of 10% above rate pegging for 7 years commencing in the financial year 2014/15 . 

(b)	That Council undertake a review of Council operations and productivity benchmarked against relevant external industry standards prior to any further special rate variation application . 
 
(c)	That Council commit to ongoing consultation with the community and Council staff in relation to the above reviews. 

(d)	That Council urgently review its hardship policy. 

(c) That Council amend the current Asset Management Plans to reflect the actual extra income received.

(d) That Council review the rating categories and the services delivered for each.

The Motion on being put to the vote was CARRIED UNANIMOUSLY.

DIVISION	  The result being:-

FOR:	Crs J Bailey, H Beyersdorf, L Bishop, C Gadd, C Halligan, J Maher, A Murat, M O'Connor, P O'Donohue and R Richardson

AGAINST:	Nil
6.1	Integrated Planning and Reporting - Community Engagement on the Special Rate Variation Proposal
32/14 Moved Cr Bailey	Seconded Cr Maher
(a)	That the report on the Integrated Planning and Reporting – Community Engagement on the Special Rate Variation be noted.
(b)	That the Delivery Program 2014-2018, the Long Term Financial Plan and the Asset Management Plans be adopted as a revised document.

The Motion on being put to the vote was CARRIED UNANIMOUSLY.


[bookmark: _Toc366160426][bookmark: _Toc380837370]Checklist of contents
The following is a checklist of the supporting documents to include with your Part B application:


	Item
	Included?

	Relevant extracts from the Community Strategic Plan
	X

	Delivery Program
	X

	Long Term Financial Plan
	X

	Relevant extracts from the Asset Management Plan 
	X

	TCorp report on financial sustainability
	X

	Contributions Plan documents (if applicable)
	[bookmark: Check13]|_|

	Media releases, public meeting notices, newspaper articles, fact sheets relating to the rate increase and special variation
	X

	Community feedback (including surveys and results if applicable)
	X

	Hardship Policy
	X

	Past Instruments of Approval (if applicable)
	|_|

	Resolution to apply for the special variation
	X

	Resolution to adopt the Delivery Program
	X



Hardship Policies
Council has two hardship policies providing the opportunity for relief from rates and charges to those who may find themselves in a position of genuine financial hardship. 
· POL190 – Finance – Hardship due to Valuation Changes (INT/2014/02011)
· POL191 – Finance – Writing Off Accrued Interest (INT/2014/02053)
Attachments
Jetty Research Final Report (I/2014/03610)
Survey December2013 (INT/2014/01853)
Survey February 2014 (INT/2014/01981)
Media Releases (INT/2014/02238)
Letter from the Mayor -16 December 2013 (O/2013/10039)
Letter from the General Manager - January 2014 (O/2014/01327)
Submissions from the Public (A02/6139)
Delivery Program (INT/2013/14111)
Long Term Financial Plan (INT/2014/02243)
Asset Management Plan (INT/2014/02296)
Fact Sheet & FAQ (INT/2014/02048)
Extract from the Community Strategic Plan (INT/2014/02052)
POL190 – Finance – Hardship due to valuation changes (INT/2014/02011)
POL191 – Finance – Writing Off Accrued Interest (INT/2014/02053)
Process Mapping Methodology (INT/2014/02063)
TCorp Report (I/2013/08610)
Community Engagement Strategy (INT/2013/12066)
Extract from Minutes: Council Resolution (20 February 2014)
Community Engagement Strategy (INT/2013/12066)
Council’s Resolution to apply for the Special Rate Variation and to adopt the Delivery Program (INT/2014/02245)
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Certification

APPLICATION FOR A SPECIAL RATE VARIATION
To be completed by General Manager and Responsible Accounting Officer

Name of counci: Armidale Dumaresaq Council

We certify that to the best of our knowledge the information provided in this application is correct and
complete.

Acting General Manage

Signature and Date: 24 Febru

- "{/j/
Responsible Accounting Officer: Mr Keith Lockyer

Signature and Date: 24 February 2014

Once completed, please scan the signed certification and attach it to the Part 8 form before submitting
Your application oniine via the Council Portal on our websit.




