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Outline Of Meeting Protocol & Procedure:

  The Chairperson will call the Meeting to order and ask the Committee/Staff to present
apologies or late correspondence.

  The Chairperson will commence the Order of Business as shown in the Index to the
Agenda.

  At the beginning of each item the Chairperson will ask whether a member(s) of the
public wish to address the Committee.

  If person(s) wish to address the Committee, they are allowed four (4) minutes in which
to do so.  Please direct comments to the issues at hand.

  If there are persons representing both sides of a matter (eg applicant/objector), the
person(s) against the recommendation speak first.

  At the conclusion of the allotted four (4) minutes, the speaker resumes his/her seat and
takes no further part in the debate unless specifically called to do so by the Chairperson.

  If there is more than one (1) person wishing to address the Committee from the same
side of the debate, the Chairperson will request that where possible a spokesperson be
nominated to represent the parties.

  The Chairperson has the discretion whether to continue to accept speakers from the
floor.

  After considering any submissions the Committee will debate the matter (if necessary),
and arrive at a recommendation (R items which proceed to Full Council) or a resolution
(D items for which the Committee has delegated authority).

Recommendation only to the Full Council (“R” Items):

Note: This Committee to function on the basis of referral with considerations to encompass
functions and responsibilities from any other Committee.

Principal Considerations:

  Municipal Strategy
  Objectives Setting
  Policies and Codes Development
  Corporate Management
  Corporate Planning
  Woollahra Planning
  Community Services

Committee Membership:

  All Councillors

Quorum:

  The quorum for a committee meeting is 8 Councillors.
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WOOLLAHRA MUNICIPAL COUNCIL

Notice of Meeting

 31 March 2005

To: The Mayor, Councillor Geoff Rundle, ex-officio
Councillors Anthony Boskovitz

John Comino
Claudia Cullen
Christopher Dawson
Marcus Ehrlich
Tanya Excell
Wilhelmina Gardner
Keri Huxley
Julian Martin
Andrew Petrie
Isabelle Shapiro
David Shoebridge
Fiona Sinclair King
John Walker

Dear Councillors

Strategic & Corporate Committee Meeting – 5 April 2005

In accordance with the provisions of the Local Government Act 1993, I request your
attendance at a Meeting of the Council’s Strategic and Corporate Committee to be held
in the Council Chambers, 536 New South Head Road, Double Bay, on Tuesday 5
April 2005 at 6.00pm.

Gary James
General Manager



Woollahra Municipal Council
Strategic & Corporate Committee 5 April 2005
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Meeting Agenda

Item Subject Pages

1
2
3

Leave of Absence and Apologies
Late Correspondence
Declarations of Interest

Items to be Submitted to the Council for Decision
with Recommendations from this Committee

R1 2005/2006 Draft Budget 1
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Item No: R1 Recommendation to Council

Subject: 2005/2006 Draft Budget

Author: Don Johnston, Manager Finance
File No: 331G 2005/2006
Reason for Report: To provide the opportunity for further consideration of the 2005/2006 Draft

Budget

Recommendation:

A. That the council agree to further consider the use of loan funds as a means of accelerating a
future program of capital projects: these projects not being part of the Infrastructure Renewal
or Environmental Works strategies.

B. Having regard to funding constraints that a further report be prepared identifying capital
works that may be suitable for funding by loan borrowings and/or changed section 94 funding

C. That the Draft Management Plan be prepared on the basis of funding $2.85 million of major
public infrastructure works through borrowings.

Background:

Consideration of the 2005/2006 Budget commenced late last year with the in principle adoption of a
budget strategy by the Corporate & Works Committee on 6 December 2004.  Since then, a
preliminary draft budget has been prepared and reviewed by staff with a view to meeting the
strategy target of directing at least the estimated increase in rates income to the capital budget.  To
achieve this we need to contain recurrent expenditure at the same level as the current year and/or
increase our income.

More recently, there was a report and presentation to the Strategic & Corporate Committee on 1
March 2005 which provided an update on progress and opened a general discussion of the draft
budget.  While progress had been made in achieving the strategy target at that time, it was noted in
the presentation that we were still looking for some $1.8m to reach the target.  The target was to
provide $4.34m in capital funding from the operating budget.

A preliminary draft capital budget was circulated at the meeting identifying some $12.9m
expenditure on capital projects and operating capital replacement. The report identified a capital
funding shortfall of approximately $3.35m even if target of $4.34m was achieved.

A number of opportunities to reach the target were identified in the presentation including a review
of staffing levels, incorporation of a ‘vacancy factor’ and a review of conservative income
estimates.  In addition, alternative funding sources were also identified, focusing on the possibility
of borrowing and reviewing the availability of section 94 contributions.  At the conclusion of the
discussion the following recommendation was adopted:

A. That Council endorse the strategy to identify savings in the Operating Budget and apply
those savings to the Capital Budget.

B. That Council endorse the review being undertaken to identify funds available from
Section 94 Contributions for the Capital Budget.

C. That a report be submitted to a future Strategic and Corporate Committee meeting
considering funding options, including loan funds, for potential infrastructure works.
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We have acted on the recommendations of the Strategic & Corporate Committee meeting and
reduced the recurrent operating budget by a further $1.5m.  Approximately $1.1m of this relates to
staffing costs, the remainder coming from a review of income and expenditure generally and not
transferring $238,000 to the Plant Reserve to fund vehicle replacement.

The Minister for Local Government has announced the rate pegging limit for 2005/2006 at 3.5%.
We had estimated 3% in our preliminary draft budget.  The additional revenue of $115,000 has been
incorporated into the budget, increasing the strategy target.

The amount available from the operating budget for capital funding is now $4,175,922 which is an
increase over the current year of $517,689.  The strategy target is $4,463,233 which we are short of
by $287,311.

Operating Budget

A Draft 2005/2006 Operating Budget summarising income and expenditure for the cost centres
making up each of Council’s Principal Activities is attached as ANNEXURE 1.  The annexure
shows the 2003/2004 and 2004/2005 Original Budgets for the purposes of comparison to the Draft
2005/2006 Budget.

Budgetary Responses to the Twelve Highest Priority Services/Facilities

Service / Facility Budgetary Response

Footpaths Proposed Infrastructure Levy.
Regulating the design and
quality of new developments

This will be addressed through staff workshops and training, a
review of our SEPP 1 procedures and Pre-DA service and
procedures as reported to the last Strategic & Corporate
Committee meeting.

Assessing and determining
applications for development

Notwithstanding a forecast continuation of lower numbers of
applications and reduced DA Fees, resources have been
maintained in this area.

Managing local traffic flow Salary levels for positions in this area have been reviewed to
attract quality staff.  Response to issues in this area will be
accelerated with the recruitment of staff into the currently vacant
positions.

Maintaining local roads The acceleration of road asset renewal proposed with the
Infrastructure Levy will improve the service level and spread our
maintenance dollars further.

Managing trees in streets The Trees Maintenance staffing level has been increased.  The
Tree Maintenance teams have been restructured to focus
respectively on programmed and reactive maintenance.

Stormwater drainage Proposed Infrastructure Levy.

The operating budget also provides for drainage investigations
reports and the development of a Stormwater DCP.

Environmental monitoring and
protection

Proposed continuation of the Environmental Works Program.

Operating budget resources have been maintained for
Environmental Protection and include provisions for Agenda 21
Environmental Management and the State of the Environment
Report.
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Service / Facility Budgetary Response

Services for older people and
their carers

Council currently manages and funds direct services for older
people and their carers through the Community Services Division
and the Holdsworth Street Community Centre.  An increased
emphasis will be placed on the needs of this target group through
the implementation of the draft Aged & Disability Services
Strategy.  This Strategy, due to be presented to Council for
adoption in April, identifies new activities and projects to improve
services for this group, within existing resources.  It recommends
a change in emphasis for existing staff in community services and
programs provided by Holdsworth Street Community Centre with
the current level of Council funding.

Parks and recreation areas An open space capital works upgrading program is under way to
renew playing surfaces, planting, furniture, signs.  This will
address some aspects of parks presentation.  In addition,
maintenance procedures are being reviewed to improve
responsiveness and cost effectiveness.  Bush regeneration
schedules are being reviewed to better target a number of high
profile areas.  Expansion of the Bushcare volunteer program is
being actively pursued with the employment of a dedicated officer
for this project.

Kerb and guttering Proposed Infrastructure Levy.
Child care services As above, the draft Children's Services Strategy, also due for

presentation for adoption by Council in April, has identified a
number of actions to be undertaken by Council to encourage the
provision of child care in the Municipality and improve the
provision of family services.  These can all be achieved within
existing resources and a change in emphasis for community
services staff.

Changes to the Capital Budget.

The preliminary draft capital budget has also been reviewed.  Priority 2 & 3 items in the Property
area have been taken out and plant and vehicle replacement requirements have been reviewed.  The
net cost of plant and vehicle replacement increased only slightly ($16,500), notwithstanding the
withdrawal of $238,000 in funding from the operating budget, while Property projects reduced by
$661,000.

The revised Draft 2005/2006 Capital Budget is attached as ANNEXURE 2.
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The following table sets out the current position following the reviews of the operating and capital
budgets:

DRAFT 2005/2006 CAPITAL BUDGET
Proposed Expenditure:
Infrastructure Renewal 2,652,803
Environmental Works Program 1,010,000
Public Open Space 563,000
Public Infrastructure Upgrade 3,525,000
Property 508,600
Operating Capital 3,748,200

12,007,603
Funded by:
Infrastructure Levy 1,249,402
Environmental Levy 1,010,000
Section 94 543,000
Grants 205,000
Reserves 512,000
Plant & Vehicle Sales 1,445,200
Operating Budget 4,175,922

9,140,524

Funding Deficiency 2,867,079

The combined reviews of the draft operating and capital budgets have reduced a projected capital
funding deficiency of some $3.35m, assuming the strategy target was achieved, to $2.87m.

A further $160,000 in capital funding was to be provided from the sale of unmade roadway in
Dumaresq Road.  However, the Corporate & Works Committee on 7 March 2005 recommended to
Council that no further action be taken regarding the proposed sale.  The recommendation was
adopted by Council, without debate, on 14 March 2005.

The capital budget incorporates $275,000 in direct wages (48 weeks pay) which covers 7.5 full time
equivalent positions.  These employees can deliver projects in the areas of footpath construction and
kerb and gutter up to the value of up to $600,000. All such projects are in the Infrastructure Levy
part of the capital program.  If the Infrastructure levy application is unsuccessful the works program
and its impact on staff will need to be reviewed.

Currently Unfunded Projects

The current capital funding deficiency is $2,867,709.  The projects currently not funded are the
following major public infrastructure projects:

Project 2005/2006 Draft
Budget

Watsons Bay Baths 600,000
Watsons Bay Commercial Centre Stage 1 Completion 620,000*
Rose Bay Promenade Lighting & Belvederes 310,000*
Five Ways Commercial Area 820,000*
Oxford Street Commercial Area, Paddington 300,000
Double Bay Commercial Centre 200,000*

2,850,000
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NOTE:  The funds in the Draft 2005/2006 Budget are in addition to the following provisions in the
2004/2005 Budget

Project 2004/2005
Budget Provision

Watsons Bay Commercial Centre 322,729
Rose Bay Seawall Promenade 1,700,000
Five Ways Commercial Area 584,846
Double Bay Commercial Centre 200,000

2,807,575

A further $80,000 has been provided for the installation of three bus shelters which is not fully
funded by some $18,000.

Section 94 Contributions

Draft legislation is currently before Parliament, although we understand it will not be debated until
May.  Without knowing the detail of the associated Regulations it is difficult to anticipate what the
likely level of contributions will be under a revised section 94 framework.

The legislation currently provides for a contribution based on a percentage (up to 1%) of the value
of works and has a more flexible approach to nexus.  It is fair to say that it represents a shift from
developer contributions which are specifically related to demands created by new development to
more flexible financing of local government infrastructure.

Regardless of the passage of the new legislation through Parliament, it is not considered prudent to
provide for possible additional section 94 contributions being expended in the 2005/2006 Budget.
Contributions will only apply to applications lodged after the commencement date of the new
legislation.

Loan Funding

The main argument for borrowing is that you spread the cost of the asset over a number of years
and therefore future generations of ratepayers.  It also provides the opportunity to avoid cost
escalation through delaying the commencement of work or cost inefficiency through staging the
work over a number of years.  In doing so a cost penalty in the form of interest is paid.

To provide some guidance in this regard indicative quotes were sought from our bank.  The quotes
ranged between 6.54% for a five year loan to 6.6% for a fifteen year loan.  For the purpose of this
exercise we will use a rate of 7%, a period of ten years and half yearly repayments.  For each $1
million borrowed the repayments would be:

$141,000 per annum (principal & interest)
$410,000 in total interest repaid

There is an opportunity of borrowing $2,850,000 to fund the major infrastructure projects currently
not funded in the budget.  The annual repayments on this amount would be $401,000.  Depending
on the timing of the draw down of the loan funds, the repayments in the first year would not be the
full amount.  A draw down in March, depending on cashflow requirements, would see only
$135,000 being accrued for repayment in 2005/2006.
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Future Streetscape Projects

The funding available for future major public infrastructure projects will also be limited.  The
opportunities lay in additional funding from the operating budget, possible broadening of Section
94 contributions and loan funds.

A preliminary forward program of Streetscape Projects has been prepared.  These are:

Project Preliminary
Cost Estimate

Watsons Bay Commercial:
Centre Stage 1 Completion 619,525
North side bus/coach/car parking and roundabout 1,053,073
South side 282,326

Rose Bay Promenade:
Lighting & Belvederes 310,000
Decks 620,000
Bicycle Path 1,200,000

Rose Bay Shopping Centre (New South Head Rd):
Upgrade tree planting & paving 250,000

Vaucluse Shopping Centre (New South Head Rd):
Modular/interlocking paving & furniture 75,000

Rose Bay Shopping Centre (Old South Head Rd):
Modular paving & furniture 50,000

Fiveways Construction 819,154
Watsons Bay Baths:

Refurbish Pool/new decks/stairs/pontoon 1,231,230
Oxford Street Commercial Area, Paddington:

Paving 300,000
Double Bay Shopping Centre:

Replace Paving – all areas north of New South Head Rd
Other Streetscape Improvements
Streetscape works – Bay St to ferry wharf

3,200,000
200,000
250,000

Edgecliff Shopping Centre:
Complete Staged Paving 350,000

Queen Street Shopping Centre (Complete staged program):
Paving and furniture
Resurface & landscape Car Park

400,000
150,000

Edgecliff Rd/Grosvenor St Shopping Centre:
Modular paving & furniture 100,000

Bellevue Hill Shopping Centre:
Modular paving/parking bays/landscaping 600,000

Plumer Road Shopping Centre:
Upgrade paving & furniture 200,000

12,260,308
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If Council is to commit to a program of undertaking these works a clear strategy will need to be
developed.  A prioritised schedule staging these works over seven years has been prepared to
demonstrate how the projects might be delivered with a reasonably consistent cash flow.  It has
been attached as ANNEXURE 3.  Also noted in Annexure 3 is the status of each project and
whether an updated estimate is required.  While funding from section 94 and the operating budget
will be able to provide some funding for these projects it is clear that, for them to proceed, there
needs to be a preparedness to enter into a longer term loan program as a means of providing any
shortfall in funds required.  Any loan borrowing would be considered as part of the annual budget
process taking into account funding available from other sources.

Open Space and Property Forward Plans

Similar to the work that has been commenced on Streetscape projects, forward plans for Open
Space and Property will also be developed as part of a move toward developing an overall forward
financial plan.

The Way Forward with the 2005/2006 Budget

The Draft 2005/2006 Budget presented tonight provides some $4.2m in funding for the Capital
Budget, falling short of the strategy target by less than $300,000.  It has been prepared based on a
strategy of trying to keep recurrent operating expenditure at the same level as 2004/2005 while
bearing in mind the highest priority services/facilities identified by Council.  The draft operating
budget takes up the full 3.5% increase in rates as set by the Minister and also includes special rate
levies in the form of a new infrastructure levy and continuation of the environmental levy.

The committee has two major options to vary the budget as presented if further capital works are to
be funded. These are to further reduce operating expenditure and or provision of addition funding
from loans.

While further reductions in operating expenditure are possible the Committee needs to consider its
position in regard to the highest priority areas and perhaps be prepared to lower expectations in
order to free up further capital funding.  It should be remembered that in the community survey
nearly all services were regarded to be of high importance to the community.

Opportunities for reductions in expenditure may exist in a number of areas including development
assessment, services for older people and their carers and parks areas.  In the development
assessment area we could reduce our staffing resources to a level commensurate with the forecast
reduction in application numbers.  For services to older people and their carers we could look at the
level of our contribution to the Holdsworth Street Community Centre and re-prioritise what services
we fund.  In parks and open space we could look at our service delivery model including the use of
contactors for routine grass cutting and reducing our resources in the bush regeneration area
commensurate with an improved volunteer program.  Making changes in any of these areas may
conflict with the community survey and Council’s current highest priority areas.

The Committee also needs to consider the funding of the major public infrastructure projects that
are unfunded in the 2005/2006 Budget.  If it wants to proceed with the $2.85m of unfunded
projects, we will need to borrow to do so.  The council has nil borrowings however this restrains the
opportunity to undertake important capital works in timely and efficient manner. In 2005/2006 a
loan of $2.85m will fully fund the public infrastructure projects listed.  In future years, proposed
changes to section 94 contributions may provide an additional source to fund the unfunded
streetscape works.



Woollahra Municipal Council
Strategic & Corporate Committee 5 April 2005

H:\Strategic & Corporate Committee\AGENDAS\2005\april5-05s&cage.doc                                                                  Page 1 of 1

With some direction from the Committee in regard to these matters a final report to a future
Strategic & Corporate (or Corporate & Works) Committee will be presented to finalise the draft
budget for incorporation into the Draft Management Plan.

Conclusion:

It is a significant achievement to grow the amount of funding available from the operating budget
for capital projects.  While the strategy target has not been achieved capital funding from the
operating budget has grown from $3,658,233 in 2004/2005 to an estimated $4,175,922.  It is
significant in light expenditure increases arising from Award (4%) and market based (e.g. Traffic
staff) increases in salaries, the withdrawal of the employer superannuation contribution holiday
(approximately $200,000), other general inflationary pressures such as the increase in constructions
materials costs (8.3%).  There have also been forecast reductions in some key income areas
including development application fees ($210,000) and parking meter charges ($100,000).

The following graph shows what has been achieved in recent years and what we set out to achieve
for 2005/2006.

Income

Expenditure

35,000,000

37,000,000

39,000,000

41,000,000

43,000,000

45,000,000

47,000,000

01/02 02/03 03/04 04/05 05/06

Even if the strategy target was to be achieved, the preliminary draft Capital Budget presented to the
last Strategic & Corporate Committee meeting would have had a $3.35m funding deficiency.  A
review of that preliminary draft budget, hand in hand with the review of the operating budget, has
resulted in a Draft 2005/2006 Budget with a funding deficit of $2.87m.

It should be noted that the achievement of the same budget strategy for the 2006/2007 financial year
will be even more difficult.  Council should anticipate some growth in operating budget expenditure
and not being able to direct as much of the rate increase to the capital budget as has been proposed
in the 2005/2006 draft budget.

Particular emphasis needs to be placed on the major public infrastructure (streetscape) projects
proposed for 2005/2006 and identified for future years.  If the projects are to be undertaken
additional funding needs to be identified and/or further staging and re-scheduling to reduce the
funding requirements in any given year.

Following determination of the Committee’s position in regard to the operating budget and
streetscape projects, a final report on the 2005/2006 Draft Budget will be presented to a future
Strategic & Corporate (or Corporate & Works) Committee meeting prior to incorporating the Draft
Budget into the Draft Management Plan.
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We need to adopt the draft management plan including the budget at the Council meeting on the 9th

of May so that we can commence the 28 day advertising required and to adopt the management plan
by 30th June 2005.

We also propose to submit drafts of each of the principal activities to the relevant committees for
review during April. In addition, reports on rating structure and on fees and charges will be
presented to the corporate and works committee. The outcome of each of these meetings will
contribute to the draft management plan finalisation.

Don Johnston
Manager Finance

Gary James
General Manager

Geoff Clarke
Director Corporate Services

Annexures:

Annexure 1 Summary of Expenditure and Income by Cost Centre
Annexure 2 Draft Capital Budget
Annexure 3 Preliminary Schedule of Staged Streetscape Projects
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