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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

30 June 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 – 4 July 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 Monday 4 July
2005 at 8.00pm.

Gary James
General Manager
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Meeting Agenda

Item Subject
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 2005-2008 Draft Management Plan 1
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Item No: R1 Recommendation to Council

Subject: 2005/2008 DRAFT MANAGEMENT PLAN

Author: Don Johnston, Manager Finance
File No: 331G 2005/2006
Reason for Report: To provide the Committee with options regarding the adoption of the

2005/2008 Draft Management Plan in light of Council's partially
unsuccessful application for a special variation and a recommended course
of action.

Recommendation:

That the Draft Management Plan 2005-2008 (pre- adoption copy) be adopted as the Councils
Management Plan for 2005-2008 and that the Council make and levy the rates and charges as set
out in the Plan

Background:

On 16 May 2005 Council endorsed its 2005/2008 Draft Management Plan for the purposes of
public exhibition.  Included in the Plan was Council’s proposed application for a special variation to
allow the continuation of its Environmental Levy and the introduction of an Infrastructure Levy.
The Plan was exhibited for 28 days, closing 15 June 2005.  19 separate submissions were received
from 17 individuals or groups.  The submissions were reported to the Corporate & Works
Committee on 20 June when it was resolved:

THAT, subject to the Minister making a determination on council’s application for a special
rate variation prior to the next Council meeting, a General Managers report be submitted to
the Council meeting on Monday 27th June 2005 to consider the Ministers determination and
to consider the adoption of the Management Plan.

Verbal advice was received from the Department of Local Government late on the afternoon of 27
June 2005.  The verbal advice indicated that Council did not receive the full special variation
applied for, instead only receiving approval for the continuation of the Environmental Levy.
Approval was not granted for the introduction of an Infrastructure Levy.  Without formal advice
from the Department a General Managers report could not be prepared for the Council meeting that
evening.

Discussion:

Formal advice of the Ministers decision was received on 29 June 2005.  Council has received
approval to raise its rates by 7.9% comprised of the 3.5% permissible increase and 4.4% for the
continuation of the Environmental Levy for two years.  The true effect of this determination is that
Council can only increase its 2004/2005 rates by 3.5%.  The 5.4% sought for the Infrastructure
Levy was not approved.

This is an extremely disappointing outcome and would appear to have ignored the impact of the
continuation of the Environmental Levy had on the real increase in rates paid.  The application
demonstrated a clear financial and technical need for the proposed levy and also general community
support for the levy and associated works.  For $50 in year 1 and $100 in years 2 to 5, Council
would have been able to fund a program of works that addressed the current backlog of
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infrastructure renewal works.  Without the levy, Council has no appropriate sustainable means of
funding these works.

The immediate impact of the determination is that Council will not have $1.25m by way of
Infrastructure Levy to fund the proposed Capital Budget.

The overall strategy behind the 2005/2006 Budget is sound from both financial and technical points
of view, particularly in regard to infrastructure assets.  The fact that the Minister has not approved
the infrastructure levy should not deter Council from remaining committed to the strategy and apply
again for a special variation for the levy for 2006/2007 and the ensuing years.

Options for Varying the Management Plan:

There are a number of options available to allow Council to adopt its Management Plan.

1. Not doing $1.25m worth of infrastructure renewal works until funded;

2. Identify further savings in the Operating Budget.

3. Vary the Capital Budget priorities by:

3.1 Reducing the Streetscapes Program by $1.25m and re-allocating the associated
loan funds to the infrastructure renewal program;

3.2 Reviewing the overall Capital Budget to divert funds from currently proposed
projects to the infrastructure renewal program;

3.3 Raising an additional loan for $1.25m, or some lesser amount subject to 3.1
and 3.2 above, to fund the year 1 infrastructure renewal program; or

3.4 A combination of 3.1 and 3.2 above.

4. Review the Environmental Works Program and reinstate the infrastructure renewal
projects moved into the proposed Infrastructure Levy.

1. Not doing $1.25m of infrastructure renewal works until funded.

Option
The current draft capital budget provides for $2.65m to be spent on infrastructure renewal projects.
$1.4m is funded by Council and $1.25m was to be funded by the introduction of an Infrastructure
Levy.  The program could be reduced to $1.4m with the highest priority projects up to this amount
being undertaken in 2005/2006 and the remainder deferred to 2006/2007.  This optimistically
assumes the levy will be granted in 2006/2007.  This is effectively a 12 month deferral of the
program as 2006/2007 will see $2.65m in works undertaken rather than $3.9m that would have been
if Council was successful with its special variation application.

Comment
This is a simple approach to take and is a direct response to the Minister not approving the special
variation.  It does not, however, give the infrastructure renewal program the high priority that both
Council and the community have placed on it.  Deferral of the full $1.25m is not considered to be
the best option.

However, what is appropriate in the circumstances is that the program be reviewed for any
opportunities to reduce it without impacting on the delivery of projects on the ground.  There is
some investigative work that, in the absence of an ongoing levy to fund the full program, could be
staged to reduce cost in 2005/2006 and there are some non-specific projects that are dependent on
the outcomes of the investigations.
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Recommendation
That the infrastructure renewal program not be deferred completely but be reviewed for
opportunities to stage or delete non-specific projects and investigations.

2. Further Savings in the Operating Budget

Option
The operating budget could be reviewed again with a view to identifying further savings in
expenditure or additional revenue opportunities to provide additional funding for the capital budget.

Comment
The operating budget was considered in detail by the Corporate & Works Committee on 2 May
2005, prior to its incorporation in the Draft Management Plan.  Arising from this consideration, and
a general opportunity provided to Councillors, a series of questions were asked in regard to reasons
behind various movements in the budget.  The following table, prepared by Councillor Walker,
summarises the movements in expenditure and net cost of each principal activity.

MOVEMENTS IN EXPENDITURE - PRINCIPAL ACTIVITY
Gross Increases / Decreases Net Increases / Decreases

Activity 04/05 to 05/06 03/04 to 05/06 04/05 to 05/06 03/04 to 05/06
Built Environment ê 4.2% ê 0.65% é 2.53% é 11.17%
Natural Environment ê 0.83% é 2.37% ê 5.6% é 1.2%
Roads, Traffic &
Transport

é 8.36% é 11.72% é 11.78% é 10.79%

Parks & Public Space é 9.88% é 8.56% é 8.94% é 7.08%
Community Services é 1.97% é 1.33% é 2.59% é 2.57%
Customer Service &
Communication ê 0.88% é 3.89% ê 0.78% é 4.59%
Organisational Support
(minus General Purpose Revenue) ê 0.91% ê 3.92% é 0.14% ê 3.95%

A final report on the operating budget was provided to the Strategic & Corporate Committee on 16
May 2005.  This report provided a detailed response to the issues raised in relation to the operating
budget and it was resolved:

THAT the 2005/2006 Draft Operating Budget attached as Annexure 1 and incorporated into
the 2005/2008 Draft Management Plan be confirmed.

The operating budget was developed over a number of months through both staff review and
Council consideration, both at a strategic and more detailed level.  The budget strategy was adopted
in principle in December 2004.  The Strategic and Corporate Committee was updated in March
2005 and April 2005.  The detailed operating budget was considered by the Corporate & Works
Committee on 2 May.  In this report it was noted that:

The operating budget presented to the Committee has been reviewed from a number of
perspectives.  It has been scrutinised by the General Manager, Director Corporate Services
and Manager Finance from a comparative point of view with the current and previous years,
at specific resource level (for example legal expenses, contracts and consultants, tipping
charges, telephones and utilities) and by having regard to Council’s overall financial
position.  Individual projects have also been reviewed as part of the process.  We have also
revisited a number of areas based on the preliminary March Budget Review which will be
reported to the next Corporate & Works Committee meeting.
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Following the review process it is considered that fair and responsible allocations have been
made in the budget and that expenditure is as low as is reasonable.  Further cuts in
expenditure will expose Council to potential cost blow outs.  The budget is at such a level that
there is little flexibility in allocations.  The budget presented to the Committee maintains our
current level of working funds and liquidity.

Throughout the budget preparation process we have been mindful of the outcomes of the
community survey and subsequent identification by Council of highest priority services and
facilities.  Opportunities appear to have been exhausted that will not compromise service
levels, the community survey results or Council’s highest priority items.

While it is considered that the allocations in the budget are responsible, there are a number of areas
of risk in the budget.  From an income point of view we have:

• DA Fees - forecast is higher than current year despite declining applications.  This flows
into related income areas as well.

• Work Zone Charges - we have forecast continued high demand in this area as we are
conditioning more consents to require work zones.  A fall in the number of applications will
create an exposure to reduced income.

• PCA Service Fees - forecast same level of income as this year despite forecast slow down in
activity (DA's).

• Parking Fines - forecast highest returns ever ($3m).  $200k more than this year's original
budget and $50k more than revised forecast.

• Parking Meters - while 05/06 income is down on the current year original budget, it is up on
the revised forecast.

• Hoarding Fees - $50k increase over 04/05 original budget and $10k over revised forecast.
At this level there is no reflection of a potential reduction in activity.

• Financial Assistance Grant - we have forecast a 3% increase despite 04/05 being less than
03/04.

In regard to expenditure:

• Salaries & Wages - if we see a reduction in turnover, this will create immediate and quite
significant pressure.  The budget provides for a 6% vacancy rate.

• Street Lighting - the increase provided in the budget was only 4.5%.  Energy Australia have
made a further submission to IPART for a 27% increase over 37 months, commencing
August 2005.  The initial application for an increase of 70% was rejected but increases are
expected following IPART’s consideration of the new application from Energy Australia.

• Insurances - particularly workers' compensation.  We have forecast a reduction in workers'
compensation on the back of a good 04/05 - it doesn't take much to break this trend.  Other
classes of self funded losses are down also - same comment applies.  We do, however, have
the reserve to cushion these if required.

• Recruitment - we have forecast a reduction compared to 04/05 original budget, despite a
$42k increase this year.  Overall reduction is $50k.

• NSW Fire Brigades Contribution - this is always a guess.  We have factored in a 3%
increase.  It could be substantially more than this, and has been on a number of occasions in
the past.

• Appeal Consultants (L&E Court) - these have been reduced by $90k to $60k on the back of
new court practices.  There is potential for this cost to blow out.

• Legal Expenses - have been maintained or reduced, depending on the cost centre.  This is
always an area of potential blow out.



Woollahra Municipal Council
Strategic & Corporate Committee 4 July 2005

H:\Strategic & Corporate Committee\AGENDAS\2005\july4-05s&cage.doc                                                                  Page 1 of 1

In the budget overall, there is very little, if any, discretion.  We will probably not be able to respond
to any unforeseen issues without there being an impact on the bottom line.

The approach taken in developing the operating budget for 2005/2006, and indeed for the previous
two budgets, is not sustainable without the possibility of impacting on services and service levels.
It has already been reported to Council that the preparation of next years budget will be more
difficult again, needing to absorb further award increases in salaries, increased superannuation
contributions and general inflationary and construction cost increases.  Varying the operating
budget may expose Council to a shortfall in the $1.4m it allocates to infrastructure renewal.  The
risks associated with making any changes outweigh the opportunities.

Recommendation
It is strongly recommended that there be no further variations to the operating budget because of the
increased risk of not achieving the operating surplus envisaged, $1.4m of which is directed to the
infrastructure renewal program.

There is, however, a consequential benefit to the operating budget arising from the infrastructure
levy not being approved.  Our application envisaged the provision of a rebate of the levy to all
eligible pensioners.  A $58,000 provision for this will no longer be required.

3.1 Reduce Streetscapes Program by $1.25m and re-allocate associated loan funds to
infrastructure renewal.

Option
The current draft capital budget provides for $3.43m in Streetscape Projects to be funded by loan
borrowings.  These projects are:

Project
Project

Estimate
Fiveways, Paddington 820,000
Oxford Street Commercial Area, Paddington 300,000
Double Bay Commercial Centre 200,000
Bellevue Hill Shopping Centre 600,000
Queen Street Shopping Centre 100,000
Queen Street Car Park 150,000
Watsons Bay Commercial Centre 620,000
Rose Bay (New South Head Road) 75,000
Vaucluse Shopping Centre (Old South Head Road) 80,000
Plumer Road Shopping Centre 200,000
Edgecliff Road / Grosvenor Street 110,000
Edgecliff Shopping Centre 175,000

3,430,000

The reduction of the Streetscape Program by $1.25m would probably necessitate borrowing a
further $1.25m in 2006/2007 to fund the deferred projects.  There is the possibility of the repayment
of this loan being funded by section 94 contributions under a new plan.

Comment
During the preparation of the capital budget the benefits of undertaking a streetscapes program and
the priority attached to such a program led to the decision to provide for an accelerated program of
works and fund it by loan.  The works proposed will improve the amenity of the various business
centres and contribute to their future viability.
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The effect of any deferral would mean substituting loan funds for the levy and would confirm the
Councils position that infrastructure renewal has the highest priority.

Recommendation
That the streetscapes program not be reduced by $1.25m but be reviewed for any opportunities to
defer or stage individual projects to reduce expenditure in 2005/2006.

3.2 Review the overall capital budget to divert funds from currently proposed projects to
infrastructure renewal.

Option
There are a limited number of opportunities within the overall capital budget to re-assess priorities
and re-allocate those funds to the infrastructure renewal program.  For example, do the Impact
Barrier – Victoria Road at New South Head Road ($100k), Pedestrian Crossings – Cascade /
Hargrave / Gurner ($80k), Bus Shelters ($80k), Property Feasibility ($160k) and Watsons Bay
Team Rooms ($80k) projects now all take priority over the Infrastructure Renewal Program in the
absence of the levy?

Comment
There has been a careful evaluation of the capital budget which has identified a number of
opportunities for reducing expenditure.  In addition it has now been confirmed we will be receiving
the benefit of additional grant funding in the amount of $233,883.  This would have supplemented
the levy but, in the circumstances, it will now substitute for it.

Recommendation
That this option be pursued to form part of the strategy to deal with the loss of infrastructure levy
funds.

3.3 Raise an additional $1.25m loan to fund year 1 of the infrastructure renewal program

Option
While the application for loan allocations closed on 27 May 2005 Council could apply for a further
allocation to replace the $1.25m Infrastructure Levy in year 1.

Comment
The annual repayments for a loan of this size would be in the order of $170k per annum and the
total interest repaid over the life of the loan (10 years) would be approximately $470k.  These
figures will vary depending on the interest rate at the time the loan is raised.

There is no guarantee that such an application would be successful.

Given that we have not tested a further application for a levy it would be premature to commit to
borrowing this additional amount.

Recommendation
That Council not pursue the option of borrowing additional funds at this stage.

4 Review the Environmental Works Program and reinstate the infrastructure renewal
projects moved into the proposed Infrastructure Levy.

Again there might be some limited opportunities to review the Environmental Works Program and
reinstate some infrastructure renewal projects that were moved into the infrastructure renewal
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program.  This would be done on a priority basis.  These projects were associated with seawall
renewal.

The current draft budget provides for the following Seawalls projects to be funded in year 1 of the
infrastructure renewal program:

Project
Project

Estimate
Wingadal Place, Point Piper 40,500
Rose Bay Seawall – Stage 1 42,992
Double Bay Seawall – Bay Street to Beach Street 147,539

231,031

The current Environmental Works Program for 2005/2006 provides for the following projects in
addition to program administration and compliance reporting:

Project
Project

Estimate
Environmental Education Programs 50,000
Water Quality Monitoring 50,000
Harbourview Park GPT 30,000
Lyne Park – Oil / Grit separators to car parking areas 150,000
Stormwater pollution devices upstream of Rakes
Gully, Vaucluse Park and Queens Avenue Reserve 340,000
Harbour foreshore cleaning project 100,000
Fisher Avenue, Vaucluse – upgrade local drainage
system and improve overland flow path 50,000
Boronia Road, Bellevue Hill 150,000

920,000

Comment
There is an issue in this regard relating to the specific works associated with the remaining 2 years
of the program being provided to the Department as part of the special variation application.  It is
probable that any departure from the program envisaged in the application would be regarded by the
Department of Local Government as non-compliance with the approved application.

Recommendation
Varying the Environmental Works Program is not recommended.

Preferred Option for Varying the Management Plan

A preferred option has been developed to provide Council with something specific to consider.  The
option has regard to the realistic timing of the delivery of projects and retains an emphasis on
infrastructure asset renewal and streetscape improvement.  In summary, the proposal to overcome
the shortfall of $1.25m is:

Proposal $
DELETE:  Provision for the pensioner rebate of
the infrastructure levy

58,000

ADD:  Additional grant funding of infrastructure
renewal and traffic management projects

258,883

DEFER:  Non-specific drainage works 50,000
STAGE:  the installation of new bus shelters by 53,300
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reducing the number installed from 3 to 1
DELETE:  the replacement of the hot water service
at the E J Ward Centre

5,000

STAGE:  the Property Feasibility over two years 80,000
REDUCE:  the allocation for street furniture
upgrade

25,000

DEFER:  Stage 1 of the Watsons Bay commercial
centre streetscape project to the beginning of
2006/2007

620,000

ADD:  The transfer of funds from the Infrastructure
Reserve as an interim measure, with a view to
identifying savings in all capital projects as more
detailed designs and costings are undertaken.

99,219

1,249,402

The Director, Technical Services has provided the following comments on the proposed changes to
the capital budget for 2005/2006:

Road, Footpaths, Kerb and Gutter

Advice received is that Woollahra has been allocated $695,533 over four years, $173,883 in
the first year, under the continued Federal Government Roads to Recovery funding program.
These funds can be used to fund selected Infrastructure Renewal projects.

The RTA Regional Roads funding program has allocated $60,000 to Woollahra which can be
used to fund already identified infrastructure renewal roadworks projects that are on regional
roads, e.g. Ocean Street.

Drainage Works

The general line item "Specific Works to be identified" is deferred as these works will be
identified following the modeling investigations.  This allocation was $50,000.

Traffic

The RTA has agreed to fund the Traffic Management associated with 40kmh introduction (in
Paddington) so this will be at no cost to Council.  This provides an additional $25,000 in grant
funding from the RTA.
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Streetscapes

The replacement program for bus shelters has been reduced from $80,000 for three to $26,700
for one.

Community Facilities

The replacement of the water heater at E J Ward will be included in a program funded in the
current budget year, so can be deleted.  This reduces the 2005/2006 capital budget by $5,000.

The allocation for community facilities development feasibility studies has been reduced from
$160,000 to $80,000 which will address the highest priority projects.

Street Furniture

The Street Furniture Upgrade program will be reduced in 2005/2006 from $50,000 to
$25,000.  A significant amount of street furniture upgrade will be undertaken as part of the
streetscapes program.

Summary

These changes, together with the non-approval of the infrastructure renewal levy, result in a
nett shortfall of $1,249,402 - $530,183 = $719,219 in the proposed funding for the
infrastructure renewal program.

It is recommended that the Council should proceed with the infrastructure renewal program as
planned, as delay in commencing these works will lead to further deterioration of the
infrastructure, and an accumulating total of outstanding works, at increasing cost with
inflation, to be carried out.

It is therefore proposed that the renewal program be funded by deferring the second part of
Stage 1 of the streetscape works at Military Road, Watsons Bay, and scheduling this stage in
conjunction with Stage 2, (from The Gap to Cliff Street) which depends on reaching an
agreement with NPWS regarding the boundary of the National Park.  Deferring this project
will free up $620,000 in loan funds that can be applied to the infrastructure renewal program
in 2005/2006.

Deferring Watsons Bay Stage 1B would leave a shortfall of $99,219 in the renewal program.
It is proposed to fund this amount from the limited funds available in the Infrastructure
Reserve as an interim measure.  In doing this it is intended that $99,219 be found in capital
project savings as more detailed designs and cost estimates are prepared.  As a fall back
position the transfer from reserve will be made.

Conclusion:

The Minister not approving our application for special variation relating to the introduction of an
infrastructure levy reduces the funds available to fund the proposed capital budget by $1,249,402.
The proposal outlined above is considered to make the best of a difficult situation.  The proposal:

• Does not compromise the infrastructure renewal program, delivering all projects
specified in the Management Plan;
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• Does not place further stress on the operating budget by not increasing our exposure to
cost blow outs or income shortfalls.  As a consequence, services and service levels
have not been impacted;

• Does not increase borrowings;
• Does not compromise the streetscapes program, the deferral making sense in terms of

overall project delivery; and
• Does not compromise Councils position in regard to lodging a future application for

special variation to introduce an infrastructure levy

The preferred option outlined above has been incorporated into the Management Plan which is
attached as ANNEXURE 1.  If Committee is comfortable with the consideration given to all of the
options outlined and the determination of the preferred option, the Management Plan can be
recommended to Council for adoption.

Don Johnston
Manager Finance

Geoff Clarke
Director Corporate Services

Gary James
General Manager

Annexures:

1. Exhibition Copy of the Draft Management Plan updated with the preferred option for
addressing the shortfall of funds arising from the Minister not approving the Infrastructure
Levy (Pre Adoption Copy).
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