Assessment of Council
Fit for the Future Proposals:
Appendix C

Local Government — Final Report
October 2015






ALBURY CITY COUNCIL - CIP

FIT
Area (km?) 306 Population 2011 49,450
OLG Group 4 (2031) 56,950
ILGRP Group E Merger 2011 59,500
(2031) 66,900
Operating revenue $72.5m TCorp assessment Moderate FSR

(2013-14)
ILGRP options
(no preference)

Neutral outlook

Council in Upper Murray JO (all shaded) or merge with
Greater Hume (part or all) (yellow).

Assessment summary Scale and capacity Satisfies
Financial criteria: Satisfies overall
e Sustainability Satisfies
e Infrastructure and Satisfies
service management
e Efficiency Satisfies

Fit for the Future — FIT
e The council satisfies the scale and capacity criterion.

e The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

Scale and capacity — satisfies

e The council has a robust revenue base and is home to Albury, a large regional centre. Our
analysis suggests this population is sufficient to enable the council to have the strategic
capacity to meet the future needs of its community and be a capable partner in the regional
area for government.

e The council’'s proposal to stand alone in a JO is consistent with the ILGRP’s options for this
council.

e The council indicates it is actively considering opportunities for an Upper Murray JO.

e The council rejected a proposal to merge and did not submit a merger business case. We do
not have sufficient evidence to evaluate the costs and benefits of the merger option compared
to the stand alone proposal.

Sustainability — satisfies

e The council satisfies the criterion for sustainability based on its forecast to meet the
benchmarks for the operating performance and own source revenue ratios by 2019-20.

e The building and infrastructure asset renewal ratio was 104% in 2014-15 and is forecast to fall
to 71% in 2019-20, which is below the benchmark.

Infrastructure and service management — satisfies

e The council satisfies the criterion for infrastructure and service management, as it is forecast to
meet the asset maintenance, infrastructure backlog and debt service benchmarks by 2019-20.

Efficiency — satisfies

e The council satisfies the criterion for efficiency based on declining real operating expenditure
per capita.

Other relevant factors

Social and
community
context

Community
consultation

Water and/or
sewer

Submissions

The council is unique given its position as an Evocity and border town. This gives it a combined population
with its Victorian neighbour Wodonga of 90,000 as well as 7,000 local businesses. The council argues that
Albury-Wodonga experiences high business confidence and strong public and private sector investment.

The council kept the community informed of the FFTF process via media releases, media coverage and
presentations. The draft FFTF proposal was publicly available and the council invited feedback. It received no
submissions on the draft FFTF proposal. The council did not conduct a robust consultation process on the
ILGRP options. The community was informed of the council’s decision to stand alone.

The council operates water and sewer businesses that both generate surpluses. It meets the requirements of
the NSW Government Best Practice Management of Water Supply and Sewerage Framework. It has a large
water and sewerage infrastructure backlog of $24m as at 30 June 2014. However, it has 10 proposed capital
works projects totalling $36.2m with timeframes between 2016 and 2020.

We received one late submission in relation to Albury’s proposal, which supported an Albury-Wodonga
merger.
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ARMIDALE DUMARESQ COUNCIL - CIP

NOT FIT
Area (km?) 4,212 Population 2011 25,150
OLG Group 4 (2031) 31,650
ILGRP Group E Merger 2011 29,650
(2031) 36,500
Operating revenue $31.4m TCorp assessment Moderate FSR

(2013-14)

ILGRP options
(preference in bold)

Assessment summary

Merge with Guyra (yellow) or council in New England JO

Neutral outlook

(all shaded).
Scale and capacity Does not satisfy
Financial criteria: Does not satisfy overall
e Sustainability Does not satisfy
e Infrastructure and Satisfies
service management
e Efficiency Satisfies

Fit for the Future — NOT FIT

The council does not satisfy the scale and capacity criterion.

Scale and capacity is a threshold criterion which councils must meet to be Fit for the Future
(FFTF), therefore the council is not fit.

The council does not satisfy the financial criteria overall. Although it satisfies the infrastructure
and service management and efficiency criteria, it does not satisfy the sustainability criterion.
The council does not satisfy the sustainability criterion based on its forecast for a negative
operating performance ratio by 2019-20.

We consider a council’'s operating performance ratio is a key measure of financial sustainability
that all Fit for the Future (FTFF) councils must meet, therefore the council is not fit.

Scale and capacity — does not satisfy

The council’s proposal to stand alone does not meet or only partially meets the elements of
scale and capacity.

The council did not demonstrate that its proposal to stand alone would be as good as or better
than the ILGRP preferred merger. The efficiency improvements in the council’s proposal can be
realised under the merger option. In addition the merger option would provide significant further
benefits.

Our analysis is consistent with the ILGRP’s preferred option for Armidale to merge.

Sustainability — does not satisfy

The council does not satisfy the criterion for sustainability based on its forecast for an operating
performance ratio of -0.8% by 2019-20, which is below the benchmark.

The council’'s forecast is based on depreciation declining and then remaining constant in
nominal terms. We do not consider this is a reasonable assumption as it implies the asset base
declines over time. Without this, the council’s operating performance ratio would be worse.

The council forecast it will meet the benchmark for the own source revenue ratio by 2019-20.
The council has forecast the building and infrastructure asset renewal ratio will be 58.2% by
2019-20 which is below the benchmark.

The council indicates it will apply for a permanent special variation from 2022-23 of 12.5%
cumulative (10% above the rate peg). However, this is outside of the outlook period.

Infrastructure and service management - satisfies

The council satisfies the criterion for infrastructure and service management based on its
forecast to meet the benchmark for the debt service ratio by 2019-20.

The council has forecast the asset maintenance ratio will be 97.1% by 2019-20, which is close
to the benchmark. Similarly, the council has forecast the infrastructure backlog will be 3.1% in
2019-20, which is close to the benchmark. We consider the council’s forecast performance on
these ratios to be reasonable in the context of the council's performance against the other
ratios.

Efficiency - satisfies

The council meets the criterion for efficiency based on a forecast decline in real opex per capita
by 2019-20.
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Other relevant factors

Social and
community context

Community
consultation

Water and/or sewer

Submissions

The LGA’'s community of interest would centre on Armidale. The presence of the University of New
England makes the LGA somewhat distinct from other LGAs.

The council did not provide evidence of consultation about its proposal.

The council has not provided evidence that its water and sewer businesses pay, or would be able to pay
dividends. Consequently, the existence of these businesses only affect the council’s scale and capacity
insofar as they enable the council to hire staff with a wider range of skills.

Two submissions were received in relation to the council’s proposal. One supports the council standing
alone. The other is from Guyra Shire Council’'s General Manager. It refers to a resolution by Armidale
Dumaresq council that the council submit an attachment to its proposal about merging with Uralla and
Guyra councils. We note that Guyra Shire Council’'s General Manager requested that IPART should not
consider the submission because stakeholders have not been given the opportunity to respond.
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ASHFIELD CITY COUNCIL — CIP

NOT FIT
Area (km?) 8 Population 2011 43,550
OLG Group 2 (2031) 53,400
ILGRP Group Sydney Metro  Merger 2011 331,800

Operating revenue
(2013-14)

ILGRP options
(preference in bold)

Assessment summary

(2031) 433,000
$35.4m TCorp assessment  Sound FSR
Neutral Outlook

Merge with Burwood, Canada Bay, Leichhardt,
Marrickville and Strathfield (yellow) or combine as strong
JO (all shaded).

Scale and capacity Does not satisfy
Financial criteria overall: Satisfies
e Sustainability Satisfies
¢ Infrastructure and Satisfies
service management
e Efficiency Does not satisfy

Fit for the Future — NOT FIT
e The council does not satisfy the scale and capacity criterion.

e The council satisfies the financial criteria overall. Although it does not meet the efficiency
criterion, the council satisfies the sustainability and infrastructure and service management
criteria.

e Scale and capacity is a threshold criterion which councils must meet to be Fit for the Future
(FFTF), therefore the council is not fit.

Scale and capacity — does not satisfy

e The council did not demonstrate that its proposal to stand alone would be as good as or better
than the merger. The efficiency improvements in the council’s proposal can be realised under
the merger option. In addition the merger option would provide significant further benefits.

e The council’s population is forecast to be 53,400 by 2031 compared with the forecast merger
population of 433,000. Our analysis suggests the council does not have sufficient scale to
partner effectively with governments compared to the merger.

e The council submitted a business case which showed a merger of Strathfield, Ashfield,
Burwood, Canada Bay, Leichardt and Marrickville produces net benefits. Based on this model,
our analysis suggests the merger could produce net benefits of $396m over 20 years (including
the full Government grant).

¢ In addition, our independent economic consultants have estimated net benefits from the merger
of $194m over 20 years using public data (not including the Government grant).

e All analyses showed large gains to the local community from a merger. Variances in
calculations result from different inputs and underlying methodologies.

e Our analysis is consistent with the ILGRP preferred option for Ashfield to merge with
neighbouring councils.

e If standing alone is not a viable option, the council indicates its community’s preference is for a
merger with Leichhardt and Marrickville, rather than the full Inner West merger.

Sustainability — satisfies

e The council satisfies the sustainability criterion. It is forecast to meet the benchmarks for the
operating performance ratio, the own source revenue ratio and the building and infrastructure
renewal ratio by 2019-20.

Infrastructure and service management — satisfies

e The council satisfies the infrastructure and service management criterion as it meets the asset
maintenance and debt service benchmarks by 2019-20.

e The council has forecast the infrastructure backlog will be 3.6% in 2019-20, which is close to
the benchmark. We consider the council’'s forecast performance on this ratios is reasonable in
the context of the council’'s performance against the other ratios.

Efficiency — does not satisfy

e The council does not meet the efficiency criterion based on an increase in real operating
expenditure per capita over time to 2019-20.
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Other relevant factors

Social and
community context

Community
consultation

Water and/or
sewer

Submissions

Ashfield City Council indicates its LGA comprises distinct neighbourhoods with a high value placed on built
heritage conservation and quality urban design. Local identity was identified as being important by 74% of
respondents to the survey discussed below. An information brochure for its survey, discussed below,
indicates Ashfield City Council has a history of working effectively with Leichhardt and Marrickville Councils,
with 63% of respondents indicating a shared history of working effectively with Ashfield is important in
amalgamation.

Ashfield City Council consulted the community on three options (stand alone, Inner West merger, Ashfield-
Leichhardt-Marrickville merger). It distributed 22,000 information packs to households and ratepayers and
received a total of 1,727 feedback forms. Based on first preferences, 54% prefer to stand alone, 27% prefer
the smaller merger and 19% prefer an Inner West merger. However, we consider its information pack
presents an incomplete assessment of costs and benefits.

The council does not have a water/sewer business.

We received four submissions for Ashfield. One supported a merger with Burwood, Canada Bay and Auburn
due to common demographics, natural boundaries and to improve planning such as for major projects (eg,
WestConnex). Three submissions were against the merger proposal as they considered the council was
performing well and were concerned about a potential loss of local focus and reduced services among a
variety of other reasons.
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AUBURN, BURWOOD & CITY OF CANADA BAY COUNCILS - MERGER

PROPOSAL
FIT
Auburn Burwood Canada Bay
OLG Group 3 2 3
Area (km?) 33 7 20
Pop. current 77,800 34,200 80,050
(2031) 130,600 47,500 111,350
Proposed Mer Pop 192,050 192,050 192,050
(Pop 2031) 289,450 289,450 289,450
ILGRP Pop current 356,700 331,800 331,800
(Pop 2031) 520,500 433,000 433,000
Operating revenue $62m $38m $74m
(2013-14)
TCorp assessment Sound FSR Weak FSR Moderate FSR

ILGRP Option
(preference in bold)

Assessment summary

Negative outlook

Merge with Parramatta
and Holroyd, part of
Ryde and boundary
alteration with The Hills

Positive outlook

Merge with Ashfield,
Canada Bay,
Marrickville,
Leichhardt, Strathfield

Neutral outlook

Merge with Ashfield,
Burwood Marrickville,
Leichhardt, Strathfield
or combine as a

or combine as a strong or combine as a strong JO.
JO. strong JO.
Scale and capacity Satisfies

Financial criteria:

Satisfies overall

e  Sustainability Satisfies

e Infrastructure and Satisfies
service management

o Efficiency Satisfies

Fit for the Future — FIT

The merger proposal from Auburn, Burwood and Canada Bay is fit. The merger provides
significant benefits and efficiency gains for the local communities, and is better than each
council standing alone.

The merger is likely to be the best option currently available to the parties given neighbouring
councils included in the ILGRP’s preferred options for each of the councils did not wish to
voluntarily join the proposal.

Voluntarily negotiated merger agreements are likely to lead to desirable outcomes, according to
the councils, including faster progress in achieving efficiencies when transitioning to a new
council.

The merger is expandable. The councils have informed us it would be possible and desirable
for Strathfield Municipal Council and possibly Ashfield Council to be included in this proposal.
The ability to expand the proposed merger might assist structural reform and the benefits to the
local communities could be higher if other councils are included.

The merged council satisfies the financial criteria overall. In particular, the operating
performance ratio is forecast to improve from -0.4% in 2014-15 to 3.1% in 2019-20 for the
combined councils, and 4% over the long term. This is primarily due to the efficiency savings
from the merger contributing to a stronger financial position overall.

Scale and capacity - satisfies

The enhanced scale of the merged council will enable it to advocate more effectively with
governments on behalf of the local communities, and undertake more integrated planning and
regional collaboration, resulting in better growth.

The merged council's population nears 300,000 by 2031, which provides the council with
enhanced scale to partner more effectively with governments on regionally significant projects
such as major transport infrastructure.

Auburn, Burwood and Canada Bay have provided estimates to IPART that the merger will
produce ongoing savings of $20 million per year. Based on this and other data, we have
estimated that the proposed merger, including the Government grant and merger
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implementation costs, could provide net benefits to the local communities of $114 million over
20 years.

e There is a small shared border along the south side of the Parramatta River where significant
prospective development is planned, and the communities share cultural similarities. The
merging parties say the shared border would be enhanced with the inclusion of Strathfield in
the proposal. The councils state there is a strong functional relationship between the councils.

e Auburn notes it prefers not to merge with Parramatta, as it has concerns that any increase in
rates would be used to fund Parramatta’s growth as a strategic centre and it has a lack of
communities of interest with Parramatta. These issues were not stated as concerns under the
proposed voluntary merger with Burwood and Canada Bay.

e The councils’ business case states one of the strongest advantages of this merger proposal is
that each council brings a relatively strong financial position to the new entity.

e Recent investment by each council in infrastructure and asset maintenance and renewal further
supports the merged entity being in a strong position to deliver improved services to the
communities.

Sustainability — satisfies

e The proposed merger council meets the sustainability criterion based on meeting all the
benchmarks. It has forecast an operating performance ratio of 3.1%, a high own source
revenue of 84.3% and a building and infrastructure asset renewal ratio over 100% by 2019-20.

Infrastructure and service management - satisfies

e The council meets the criterion for infrastructure and service management based on the
proposed council meeting the benchmarks for infrastructure backlog ie, below 2%, by
eliminating its backlog in 2019-20 and an asset maintenance ratio over 100%.

Efficiency - satisfies

e The merged council meets the criterion for efficiency based on forecasts of a reduction in real
opex per capita over the period to 2019-20.

Other relevant factors

Social and
community context

Community
consultation

Water and/or
sewer

Submissions

The proposed merger has strong cultural synergies including: a younger population than the NSW average,
cultural diversity and a positive multicultural identity, and large areas of public space throughout the merged
LGA. Auburn Council stated the natural waterways of Parramatta and Duck River divided it from Parramatta.

All three councils have undertaken a number of community surveys and issued newsletters in relation to the
ILGRP’s options, and the proposed merger. 59% of the Burwood residents surveyed indicated a level of
support for the proposed option (possibly including Strathfield). In addition, 71% of Auburn residents and
14% of Canada Bay residents surveyed indicated a level of support for the proposed option.

The council does not have a water/sewer business.

123 submissions (including one early and one late submission) were received in relation to the Auburn,
Burwood, Canada Bay FFTF merger proposal. The majority of submitters did not support the proposed
merger citing that Auburn is not considered part of the inner west. The submissions also identified the
merged councils do not reflect the different cultural diversity issues and the proposal was done without
community consultation. The submitters also stated a merger would result in less representation, reduced
services, a financially weaker council, higher rates and loss of local focus and identity. Four residents support
the ILGRP option and eight residents supported some form of a merger with other Inner West councils but not
Auburn.
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BALLINA SHIRE COUNCIL - CIP

FIT

Area (km?) 485 Population 2011 40,750
OLG Group 4 (2031) 44,750
ILGRP Group G
Operating revenue $43.8m TCorp assessment Moderate FSR
(2013-14) Neutral Outlook
ILGRP option Council in Northern Rivers JO (all shaded).
Assessment summary Scale and capacity Satisfies

Financial criteria: Satisfies overall

e Sustainability Satisfies

¢ Infrastructure and Satisfies

service management
e Efficiency Satisfies

Fit for the Future — FIT
e The council satisfies the scale and capacity criterion.

e The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

Scale and capacity - satisfies

e Our analysis has not identified evidence for a better alternative to the council’'s proposal to
stand alone. Hence the council has been assessed as satisfying the scale and capacity
criterion.

e The council’s proposal is consistent with the ILGRP’s option to stand alone.

e As the ILGRP did not identify another option for this council, it was not required to demonstrate
how it met each of the elements of scale and capacity.

Sustainability — satisfies

e The council satisfies the criterion for sustainability based on its forecast to meet the
benchmarks for the operating performance, own source revenue and building and
infrastructure asset renewal ratios by 2019-20.

e The council has assumed a special variation of 17% over three years, starting in 2017-18
(8.9% above the rate peg). This is in addition to a currently approved permanent special
variation of 11.0% (5.5% above the rate peg) in 2015-16 and 2016-17.

e We note the council’s forecast for its operating performance ratio is to reach a slim surplus by
2019-20. This may place the council at risk of not meeting the benchmark if unforeseen
circumstances require increased expenditure. However we consider the council has scope to
adjust its financial plans to meet the ratios.

Infrastructure and service management - satisfies

e The council satisfies the criterion for infrastructure and service management based on meeting
the benchmarks for the infrastructure backlog, asset maintenance and debt service ratios by
2019-20.

Efficiency - satisfies

e The council meets the criterion for efficiency based on its reducing real opex per capita over the
period to 2019-20.

Other relevant factors

Social and The council is located on the north coast of NSW in close proximity to major population centres such as the
community context Gold Coast and Brisbane. The main commercial centre is Ballina. Most residents drive to work as there are
limited public transport options.

Community The council did not provide any information about community consultation on its proposal.

consultation

Water and/or The council achieved 100% compliance for sewer and 90% compliance for water with the best practice
sewer management framework.

Submissions There were no submissions received in relation to Ballina’s proposal.
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BANKSTOWN CITY COUNCIL - CIP

FIT
Area (km?) 77 Population 2011 190,850
OLG Group 3 (2031) 240,800
ILGRP Group Sydney Metro
Operating revenue $139m TCorp assessment Moderate FSR
(2013-14) Positive Outlook

ILGRP options
(preference in bold)

Assessment summary

No change or combine as a strong JO with Liverpool,
Fairfield, Camden, Campbelltown, Wollondilly Councils (all

shaded). The ILGRP noted that an alternative could be to
merge with Canterbury as part of the South sub-region, but
this was not included as an option.

Scale and capacity Satisfies
Financial criteria: Satisfies overall
e Sustainability Satisfies
¢ Infrastructure and Satisfies

service management
e Efficiency Satisfies

Fit for the Future — FIT

The council satisfies the scale and capacity criterion.

The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

Scale and capacity — satisfies

The council’s proposal to stand alone is consistent with the ILGRP preferred option for no change.

The council has a robust revenue base and sound financial position. Its own source revenue ratio
and operating performance are affected by high amounts of developer charges and large
depreciation amounts due to an increasing asset base.

The council demonstrates scope to undertake new functions and projects and the ability to employ
a wide range of skilled staff.

The ILGRP report included an alternative for Bankstown City Council to merge with Canterbury. In
response to an enquiry from IPART, the council provided some evidence to suggest this could
produce benefits if it is pursued further.

Our independent consultants Ernst & Young calculated that a merger between Bankstown City
Council and Canterbury City Council could produce benefits of $86m over 20 years, using
publically available data.

While this evidence suggests a merger may be a better alternative to the council’'s proposal to

stand alone, our finding is based on the proposal being consistent with the ILGRP preferred option
for no change.

Sustainability — satisfies

The council meets the criterion for sustainability as it is forecast to meet the benchmarks for the
operating performance ratio, building and infrastructure asset renewal ratio and own source
revenue ratio by 2019-20.

In its proposal, the council relies on the successful application for and adoption of a special
variation from 2017-18, which we estimate to be 34.7% cumulative over 5 years (21.5% above the
rate peg).

The council provided evidence that the cost savings from a merger with a neighbouring council
would obviate the need for the special variation.

The council provided further evidence that a significant portion of their community supported a
merger with Canterbury City Council instead of a rate increase.

Infrastructure and service management - satisfies

The council meets the criterion for infrastructure and service management as it is forecast to meet
the benchmarks for the asset maintenance ratio by 2019-20.

The council’'s debt service ratio was 2.7% in 2014-15 and is forecast to reach 0.0% by 2019-20;
without rounding, this is slightly above 0 and so technically meets the benchmark.

The council does not meet the infrastructure backlog benchmark. It is taking steps to address its
infrastructure backlog, but improvements in its backlog will be dependent on successful application
and adoption of its proposed special variation.
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o The council states it has adopted an Asset Management Strategy that will result in a reduction in
the infrastructure backlog ratio. The council plans to accelerate its infrastructure spending from
2017 onwards, assuming successful application and adoption of a special variation, which would
enable it to completely remove its current infrastructure backlog by 2024-25.

Efficiency - satisfies

e The council meets the criterion for efficiency based on the Real Operating Expenditure per Capita
showing a declining trend.

Other relevant factors

Social and
community
context

Community
consultation

Water and/or
sewer

Submissions

The council’'s proposal states there are a number of key arterial channels common to the Bankstown and
Canterbury Local Government Areas, including the M5 Motorway, Canterbury Road and the south western rail
corridor. It considers a merger or partial boundary adjustment would offer scope to improve regional planning for
the area. The council notes with some concern the issue of its current relative scale and position being
substantially reduced should implementation of the ILGRP’s proposed mergers occur, resulting in councils of over
350,000 residents encircling the Bankstown Local Government Area.

The council considers that an alternative boundary adjustment with Strathfield Municipal Council would improve
regional planning. IPART has received a petition from 260 Strathfield residents potentially affected by the
proposed boundary adjustment, who indicate they have not been consulted on the proposal and do not share
communities of interest with Bankstown.

The council consulted with the community on Fit for the Future options. Initially (without being informed of the
need for a rate increase) nearly 90% of residents were at least ‘somewhat supportive’ of the council standing
alone. With the knowledge of the need for a rate increase to remain Fit for the Future, 54% of residents were still
supportive of standing alone rather than merging with Canterbury Council.

The council does not have a water/sewer business.

There were 94 submissions received on Bankstown City Council's proposal. The majority of these were form
letters submitted by Strathfield residents opposed to the council’s investigation of a boundary adjustment to take
over the southern portion of Strathfield Municipal Council. The form letter (and variations of the form letter) raised
issues including:

e Lack of consultation on the proposed change.
e Satisfaction with Strathfield is high, residents do not identify with Bankstown.
e Rate increases, reduced representation and declining services if the change were implemented.

Bankstown City Council received two petitions from Strathfield residents in relation to the boundary change with a
total of 373 signatures raising similar issues to the form letter. Strathfield Municipal Council made a submission
regarding the boundary change, stating that it would provide no benefit for residents and businesses, would result
in a loss of representation for residents and was not supported by the community.

One submission against a merger was received based on lack of evidence that residents would be better off
under a merger. One late submission was received which argued that if a merger is inevitable, it should be
between Canterbury and Bankstown to reflect the sense of community.

In a meeting the council made a number of points:

e There would be an impact on Bankstown if an amalgamation pattern along the lines of the ILGRP’s preferred
options was implemented, particularly if it is surrounded by councils assessed as not fit for the future. In this
circumstance, Bankstown is of the opinion that, with a forecast population of 240,000 (in 2031), and
surrounded by councils with populations over 450,000 (eg, Fairfield/Liverpool 528,850;
Canterbury/Rockdale/Kogarah/Hurstville 491,600), it would not have relative scale and capacity.

e Further, Bankstown raised concerns that if this outcome was to eventuate, it would potentially disadvantage
Bankstown’s community by not being a preferred partner with Government or an equal regional partner in the
NSW Government’s Plan For Growing Sydney.

e Whilst Bankstown'’s preferred option is to stand alone, if the Government requires mergers, Bankstown has a
willingness to actively contribute to and or participate in the Government's process to ensure it maintains a
strong regional position.

e In response to a request from IPART, the council provided further information indicating estimated cost
savings of $9.7 million per annum from a possible merger with Canterbury. If such a merger occurred, the
council said its modelling indicated it would not need to proceed with a proposed special variation to raise
residential rates by 7.5% in real terms. It would still proceed with a business rate adjustment alongside an
increase in residential minimum rates.

e Bankstown provided a summary of its community consultation reports (phone poll) which indicated residential
support of a merger was higher where it had the potential to offset rate increases.
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BATHURST REGIONAL COUNCIL — CIP

FIT
Area (km?) 3,819 Population 2011 39,950
OLG Group 4 (2031) 51,550
ILGRP Group E Merger 2011 45,150
(2031) 56,500
Operating revenue $50.8m TCorp assessment Moderate FSR,

(2013-14)
ILGRP options
(no preference)

Assessment summary

Negative Outlook

Council in Central West JO (all shaded) or merge with
Oberon (yellow).

Scale and capacity Satisfies
Financial criteria: Satisfies overall
e Sustainability Satisfies
¢ Infrastructure and Satisfies

service management
e Efficiency Satisfies

Fit for the Future — FIT
e The council satisfies the scale and capacity criterion.

e The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

Scale and capacity - satisfies
e The council’s proposal is consistent with the ILGRP’s option to stand alone.

e The council states it met with Blayney, Oberon and Lithgow councils to discuss merger options
and that a merger was not pursued because the other councils did not support a merger.

e We do not have sufficient evidence to evaluate the costs and benefits of a merger option
compared to the stand alone proposal.

Sustainability — satisfies
e The council satisfies the criterion for sustainability based on its forecast to meet the

benchmarks for the operating performance, the own source revenue and the building and
infrastructure asset renewal ratios by 2019-20.

e The council meets the operating performance ratio with the inclusion of significant ongoing land
sales forecast over the next 10-20 years.
Infrastructure and service management — satisfies

e The council satisfies the criterion for infrastructure and service management based on its
forecast to meet the asset maintenance, infrastructure backlog and debt service benchmarks by
2019-20.

Efficiency - satisfies

e The council satisfies the criterion for efficiency based on its forecast for a decline in real
operating expenditure over the period to 2019-20.

Other relevant factors

Social and
community context

Community
consultation

Water and/or sewer

Submissions

The proposal did not contain any relevant social and community context information for this criterion.

Bathurst states in its proposal that it met with Blayney, Lithgow and Oberon councils to discuss merger
options but a merger was not pursued because the other councils did not support a merger. The proposal
did not provide any details of community consultation.

Bathurst Regional Council states its water and sewerage operations meet the requirements of the NSW
Government’s Best Practice Management of Water Supply and Sewerage Framework. The water and
sewer business operates on a break-even basis and the council estimates that it has an infrastructure
backlog of $48 million. Bathurst has a number of significant capital projects planned over the next three
years related to water mains and new water and sewer infrastructure for the town of Kelso ($10m) to be
funded by grants or external funding.

No submissions were received in relation to Bathurst Regional Council’s proposal.
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BEGA VALLEY SHIRE COUNCIL — CIP

FIT

Area (km?) 6,277 Population 2011 33,150
OLG Group 4 (2031) 36,450
ILGRP Group G
Operating revenue $45.6m TCorp assessment  Sound FSR
(2013-14) Neutral Outlook
ILGRP option Council in South East JO (all shaded).
Assessment summary Scale and capacity Satisfies

Financial criteria: Satisfies overall

e Sustainability Satisfies

¢ Infrastructure and Satisfies

service management
e Efficiency Satisfies

Fit for the Future — FIT

e The council satisfies the scale and capacity criterion.

e The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

Scale and capacity - satisfies

e The council proposal is consistent with the ILGRP’s preferred option.

e Given the ILGRP’s preferred option, the council was not required to demonstrate how it met
each of the elements of scale and capacity.

e However, the council meets some of the elements. In particular, the council has a robust
revenue base and has demonstrated effective regional collaboration.

e Our analysis has not identified evidence for a better alternative to the council’s proposal to
stand alone.

Sustainability — satisfies

e The council satisfies the criterion for sustainability based on its forecast to meet the
benchmarks for the operating performance, own source revenue and building and
infrastructure asset renewal ratios by 2019-20.

Infrastructure and service management - satisfies

e The council satisfies the criterion for infrastructure and service management, as it is forecast to
meet the asset maintenance, infrastructure backlog and debt service benchmarks by 2019-20.

e The council’'s recent asset management processes have assisted the council in understanding
and planning for its assets into the future.

Efficiency - satisfies

e The council satisfies the criterion for efficiency based on declining real operating expenditure
per capita.

Other relevant factors

Social and
community context

Community
consultation

Water and/or
sewer

Submissions

As the ILGRP recommended that Bega Valley Shire become a council in the South East JO, the
council’s CIP does not address any social or community concerns.

Bega Valley Shire states over the past two years it has amended its structure, reviewed services and
refocussed its Resourcing Strategy and has included the community in discussion of this process.
Bega has not specifically indicated any community consultation undertaken in relation to its CIP
submitted.

Bega Valley Shire operates water and sewer businesses. It is substantially compliant with the NSW
Government Best Practice Management of Water Supply and Sewerage Framework Guidelines and is
working with NSW Office of Water to resolve the outstanding issues. Bega’s water and sewer
businesses reported a deficit (before capital) of $1.3m and $1.4m respectively in 2013-14. The
reported estimated cost to bring assets to a satisfactory standard for water and sewer is $16.2m.

No submissions were received relating to Bega Valley Shire’s proposal.
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BELLINGEN SHIRE COUNCIL — CIP

NOT FIT
Area (km?) 1,611 Population 2011 12,900
OLG Group 11 (2031) 12,800
ILGRP Group G
Operating revenue $17.6m TCorp assessment Moderate FSR
(2013-14) Negative Outlook
ILGRP option Council in North Coast JO (all shaded).

Assessment summary

Scale and capacity Satisfies
Financial criteria: Does not satisfy overall
e Sustainability Does not satisfy
¢ Infrastructure and Satisfies
service management
o Efficiency Satisfies

Fit for the Future — NOT FIT

The council satisfies the scale and capacity criterion.

The council does not satisfy the financial criteria overall. Although it satisfies the infrastructure
and service management and efficiency criteria, it does not satisfy the sustainability criterion.
The council does not satisfy the sustainability criterion based on its forecast for a negative
operating performance ratio.

We consider a council's operating performance ratio is a key measure of financial

sustainability that all Fit for the Future (FTFF) councils must meet, therefore the council is not
fit.

Scale and capacity - satisfies

The council’s proposal is consistent with the ILGRP’s option to stand alone.

Given the ILGRP’s preferred option, the council was not required to demonstrate how it met
each of the elements of scale and capacity.

However, the council meets some of the elements. In particular, it demonstrates good
regional collaboration.

Our analysis has not identified evidence for a better alternative to the council’s proposal to
stand alone.

Based on an initial analysis of total expenditure, the KPMG ‘Optimising Service Delivery’
report for MIDROC identified potential recurrent savings of $2m p.a. in service delivery for the
council.

Sustainability — does not satisfy

The council does not meet the criterion for sustainability based on its continuing operating
deficits and relatively low building and infrastructure asset renewal ratio.

Its operating performance ratio is forecast to be -7.2% in 2024-25.

Its building and infrastructure asset renewal ratio was 40% in 2014-15 and is forecast to
improve to 56.9% by 2019-20 which is remains below the benchmark.

Its own source revenue ratio including and excluding FAGs is forecast to meet the
benchmark.

The council has limited options to improve its financial position and relies on the successful
application for and adoption of a special variation from 2016-17 of 69% cumulative over
9 years (44% above the rate peg). This is included in the council’s ratios.

Infrastructure and service management - satisfies

The council satisfies the criterion for infrastructure and service management based on
meeting the benchmarks for the infrastructure backlog, asset maintenance and debt service
ratios by 2019-20.

The council states it has revised the methodology for calculating the backlog ratio from the
2014-15 year onwards, which we consider to be reasonable.

Efficiency - satisfies

The council meets the criterion for efficiency based on the Real Operating Expenditure per
Capita showing a declining trend.
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Other relevant factors

Social and
community
context

Community
consultation

Water/sewer

Submissions

Bellingen Shire Council has a small population base and a very large road and bridge network, large areas of
non-rateable land (State Forests comprise 33%, National Parks 21%), below average SEIFA index ranking
(ranked in the 50 most disadvantaged local government areas in the state.) It has an ageing population with
44.4% being over 50 and 62% of those employed earning less than $600/week.

The area is prone to natural disasters that have major adverse cost impacts for Council (eg, 13 declared flood
events since 2001 with $31m of damages). It has an abundance of natural assets (ocean, river and
mountains) which has created a thriving tourism industry with more than 300,000 visitors each year.

The council has not provided any information on consultation with the community on Fit for the Future. It has
however included some information on a community satisfaction survey, which showed that 26% were
satisfied and 27% dissatisfied with council services.

The council’'s water and sewer businesses operates on a better than break-even basis. The council states it
currently achieves the requirements of the NSW Government Best Practice Management of Water Supply
and Sewerage Framework and has no infrastructure backlog.

We received one submission in relation to Bellingen’s proposal, opposing any merger for Bellingen.
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BERRIGAN SHIRE COUNCIL - CIP

NOT FIT
Area (km?) 2,045 Population 2011 8,300
OLG Group 10 (2031) 7,800
ILGRP Group D Merger 2011 9,850
(2031) 9,050

Operating revenue $12.2m TCorp assessment Moderate FSR,
(2013-14) Neutral Outlook
ILGRP options Merge with Jerilderie (yellow) or Council in Mid-Murray JO
(preference in bold) (all shaded).
Assessment summary Scale and capacity Does not satisfy

Financial criteria: Satisfies overall

e Sustainability Satisfies

e Infrastructure and Satisfies

service management
o Efficiency Satisfies

Fit for the Future — NOT FIT
e The council does not satisfy the scale and capacity criterion.

e The council satisfies the financial criteria overall. It satisfies the sustainability, infrastructure and
service management and efficiency criteria.

e Scale and capacity is a threshold criterion which councils must meet to be Fit for the Future
(FFTF), therefore the council is not fit.

Scale and capacity — does not satisfy

e The council was required to consider the ILGRP preferred option and demonstrate its proposal
is at least as good to achieve the scale and capacity objectives for the region.

e When compared to the merger, the council’s forecast population of 7,800 in 2031 means it is
unlikely to provide services cost-effectively to the local communities, advocate credibly and
partner with government.

e A merged council is likely to have improved capabilities, a more robust revenue base, greater
scope to undertake new functions and projects, better regional collaboration and integrated
planning.

e The council submitted a business case undertaken by SGS for a merger with Jerilderie. The
business case showed the merger of Jerilderie and Berrigan could deliver benefits to the local
community of between $1.4m and $12.5m over 10 years (using a discount rate of 5.5%, not
including the $5m Government funding).

Sustainability — satisfies

e The council satisfies the criterion for sustainability based on its forecast to meet the
benchmarks for the operating performance ratio, the own source revenue ratio and the building
and infrastructure asset renewal ratio by 2019-20.

Infrastructure and service management - satisfies

e The council satisfies the criterion for infrastructure and service management based on its
forecast to meet the benchmarks for the infrastructure backlog, the debt service and the asset
maintenance ratios by 2019-20.

Efficiency - satisfies

e The council meets the criterion for efficiency based on its forecast for real opex per capita to
reduce over the period.

Other relevant factors

Social and The council notes that due to its location on the Murray, its social and economic orientation is south to Victoria
community context and that ties with neighbouring NSW LGAs are limited. It states this is confirmed by ABS Travel to Work Data

and SGS modelling. The main towns in Berrigan are Finley, Tocumwal and Berrigan.

Community The council conducted a telephone survey of 350 residential and 101 business residents in Berrigan Shire in
consultation January 2015. 53% of residents opposed the merger with Jerilderie (20% strongly), 15% neither supported

nor opposed it and 26% supported the merger (4% strongly).
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Other relevant factors

Water and/or
sewer

Submissions

The council notes that it does not currently achieve the requirements of the NSW Government Best Practice
Management of Water Supply and Sewerage Framework. The council postponed the implementation of its
IWCMP to 2015-16 and receives 35% of its water revenue from consumption charges. In 2014-15 it met the
50% benchmark. It reported a water and sewer backlog of $2.6m in 2013-14 but notes that there are no
water and sewer infrastructure assets that are currently not fit for purpose or unfunded.

There were no submissions received in relation to Berrigan’s proposal.
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BLACKTOWN CITY COUNCIL - CIP

NOT FIT
Area (km?) 240 Population 2011 312,350
OLG Group 3 (2031) 473, 500
ILGRP Group Sydney Metro
Operating revenue $246m TCorp assessment Moderate FSR
(2013-14) Neutral Outlook

ILGRP options

(preference in
bold)

Assessment
summary

No change or combine as strong JO with Auburn, Holroyd,
Parramatta, part Ryde, The Hills, Hawkesbury, Penrith, Blue
Mountains (all shaded).

Possible boundary adjustments with The Hills and
Hawkesbury to facilitate NW Growth Centre.

Scale and capacity Satisfies
Financial criteria: Does not satisfy overall
e Sustainability Does not satisfy
¢ Infrastructure and Satisfies
service management
o Efficiency Satisfies

Fit for the Future — NOT FIT

The council satisfies the scale and capacity criterion.

However, the council does not satisfy the sustainability criterion. It does not meet the benchmarks for
operating performance ratio, the own source revenue ratio or the building and infrastructure asset
renewal ratio.

We consider the operating performance ratio benchmark is a key measure of financial sustainability
that all Fit for the Future (FTFF) councils should meet, therefore the council is not fit.

Scale and capacity — satisfies

The council proposal is consistent with the ILGRP’s preferred option to stand alone.

Given the ILGRP’s preferred option, the council was not required to demonstrate how it met each of
the elements of scale and capacity.

However, the council meets some of the elements. In particular, it has scope to undertake major
projects. The council has the largest population in NSW, which is forecast to increase by 2.1% pa up
to 2031. The council is forecast to deliver an additional $2.5 billion worth of infrastructure to facilitate
development in the North West Growth Centre over the long term.

Our analysis has not identified evidence for a better alternative to the council’s proposal to stand
alone.

Sustainability — does not satisfy

The council does not meet the criterion for sustainability based on its growing operating deficits.

The operating performance ratio is forecast to decline from -5.6% to -8.4% by 2019-20. The deficit is
forecast to further increase by 2024-25. We estimate that adjusting this ratio by removing interest
income on section 94 Reserves would reduce the ratio by approximately two percentage points
to0 -10.4% in 2019-20.

Our analysis indicates the trend in growing operating deficits will have a significant impact on the
council’s financial sustainability, and ability to address asset renewals, in the long term.

A factor adding to the council’s poor operating performance is its depreciation expense, which is
forecast