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FINANCE &
ADMINISTRATION

AGENDA NUMBER: 10.7

SUBJECT: Local Government Structural Reform Submission
LOCATION/ADDRESS:

NAME OF APPLICANT:

FILE REFERENCE: ADM 31

AUTHOR: Shane Collie — Chief Executive Officer
DISCLOSURE OF INTEREST:

DATE OF REPCRT: 16 September 2009

Attachment: Shire of Nannup Draft Structural Reform Submission.

BACKGROUND:

Council members would be aware of the Minister for Local Government's request for
local councils to have amalgamation proposals to him for consideration by the
deadline of 30 September 2009.

COMMENT:

Over the last 8 months this issue has ebbed and flowed in political circles, at the
regional level and throughout the community. As time has progressed it has become
apparent where the matter was headed in terms of the desire within this community.
This has been evidenced by the views of Council members themselves, community
feedback through meetings and surveys, and discussions with a number of other locali
governments and WALGA.

Council’s submission is based around its existing position which is to remain an
autonomous local government entity.

The strategy employed to achieve what is understood to be Council's aim has
effectively been to challenge the assessment ranking that was attributed to this
Council, which has been done notification to the Department of Local Government 28
August 2009. This was followed up by a formal appeal against the checklist
assessment which was forwarded on 11 September 2009, and is an integral part of
the draft submission attached for Council's consideration today.

The draft submission, accompanying letter and attachments to the Department of
Local Government are lengthy, complex and the culmination in many hours of work
and research. Given the importance of the topic it is important that Council members
are comfortable with the contents of the submission.
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The submission is submitted for Council’'s endorsement.

It is noted that the consultant's report (Gilfellon) referred to in the attached submission
is not complete and has not (at this stage) canvassed in any detail amalgamation
options involving the Shire of Busselton or the Shire of Augusta/Margaret River. The
available timeframe will not see these matters addressed before submissions close on
30 September 2009.

It is also noted that per discussions with the Shire of Bridgetown/Greenbushes 16
September 2009 that their submission will not include reference to Nannup though is
understood to include the Shire of Boyup Brook. It is unknown what the Shire of
Manjimup submission will be though it is understood that Council is meeting as of
today's date to confirm their position.

STATUTORY ENVIRONMENT: Nil.

POLICY IMPLICATIONS: Nil.

FINANCIAL IMPLICATIONS: Nil.

STRATEGIC IMPLICATIONS: Nil.

RECOMMENDATION:

That Council endorse the attached Local Government Reform submission, adopting
the following statement as its position on the Minister for Local Government’s agenda
for Local Government amalgamations:

“The Shire of Nannup submits that it desires to continue as an independent,
autonomous local government authority and that after having canvassed a number of
possible amalgamation options sees no demonstrable benefit from a financial,
economic and social perspective that amalgamation would serve any benefit to the

citizens of this district.”

VOTING REQUIREMENTS:

- SHANE COLLIE
CHIEF EXECUTIVE OFFICER




15 Adam Street,
PO. Box 11, Nannup WA 6275

Telephone: (08) 9756 10138
Facsimile: (08) 9756 1275

N ANN U P Email: nannup@nannup.wa.govau
Phe Garden Village Web: www.nannup.wa.gov.au
25 September 2009 Ref: ADM 31

Hon. John Castrilli

Minister for Local Government
12" Floor, Dumas House

12 Havelock Street

WEST PERTH WA 6005

Dear Minister,

Vernment announced in February 2009 that
ia were'to be given six months to forward submissions
Throughout this period further information has been
provided as to Sgie of the parameters that such submissions should take.

A checklist on sus ¥|Ity was required to be submitted to the Minister by the
end of April 2009 and this Council duly complied. Council has raised with the
Department of Local Government significant concerns with the checklist process
and the “ranking” attributed to this shire. The correspondence sent to the
Department of Local Government on this matter is attached (Attachment A} and
should be read in conjunction with this submission.

This correspondence contains five attachments including a current Strategic and

Organisational review report recently adopted by Council which is considered
critical to this submission.

MiaGovernance & Compliance\Council\Structurat Reform\Structuralreformsubmission.docx




 Page |2

Local Government Advisory Board Criteria

1. Community Of Interest
Refer point 9 contained in Attachment A,

2. Local Government Viability
Refer points 1, 3, 5 and 10 contained in Attachment A. Additional information on
this matter is contained in the body of this submission where reference is made
to the interim consultancy report undertaken By Mr John Gilfellon.

3. Effective Delivery of Local Government Services
Refer points 2, 6 and 10 contained in Attachment A.

4, Financial Assessment
Refer points 2, 3, and 10 contained in Attachment A. Additional information on
this matter is contained in the body of this submission where reference is made
to the interim consultancy report undertaken By Mr John Gilfellon.

5. Economic Factors
Refer points 2, 8, and 10 contained in Attachment A. Additional information on
this matter is contained in the body of this submission where reference is made
to Economic and Social Cost Considerations.

6. Demographic Trends
Refer points 6 and 7 contained in Attachment A. Additional information on this
matter is contained in the body of this submission where reference is made to the
interim consultancy report undertaken By Mr John Gilfellon.

7. Transport and Communication
Refer point 9 contained in Attachment A.

8. History of the Area
Refer point 9 contained in Attachment A.

9. Physical and Topographical Features
This matter is discussed briefly in the body of this submission under the heading

of Proposal for a Blackwood River Valley Shire.

M:AGovernance & Compliance\CounciltSiructural Reform\Structuralreformsubmission.docx
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The Reform Submission -Representation

Refer point 4 contained in Attachment A:

The Reform Submission —Regional Grouping

The interim consultancy report undertaken By Mr John Gilfellon canvasses this
matter in depth and is referred to extensively in the body of this submission.

The Reform Submission —Transition Timeline

The conclusion to this submission does not advocate an amalgamation with any
other shire therefore a transition timeline is not relevant. The latter stages of the
consultancy report undertaken By Mr John Gilfellon may include some estimates
on theoretical transition costs of some of the shires in the Warren Blackwood
area. The short deadline to provide reform submissions has not enabled this
matter to be fully researched by the consuitant.

Consultation

Council has held two public meetings on this matter both which were well
attended. Notes are attached. (Attachment B). The second meeting involved the
presentation of the consuitant's report commissioned by the shires of Manjimup,
Nannup, Bridgetown/Greenbushes and Boyup Brook and funded through the
Department of Local Government.

Council also commissioned a community survey which produced a very strong
view that this Council remain an autonomous local government. These survey
results are attached. (Attachment C).

Consultancy Report

As indicated above Council has participated in the employment of Local
Government consultant Mr John Gilfellon involving the shires of Manjimup,
Nannup, Bridgetown/Greenbushes and Boyup Brook and funded through the
Department of Local Government.

That consultancy was to be in two parts given the short deadline in which reform
submissions had to be completed. A copy of the interim report Version 2 is
attached. (Attachment D). Note that Council’s involvement in this consultancy
was conditional in that Council ‘sought “the consideration of possible shire
groupings outside of the four Warren Blackwood shires” as part of its
participation. The interim report does not, and | understand will not, include other
possible groupings of shires outside of the Warren Blackwood area.

M:AGovernance & Compliance\CouncilStructural ReformiStructuraireformsubmission.doex
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Council was very conscious that two of its near neighbours in Busselton and
Augusta/Margaret River may have been feasible options for amalgamation.
However given that it is clear there is no desire from either this community or
those shires the fact that these options have not been explored has become
somewhat academic. It is also quite obvious that a merger with a much larger
shire (population and rate base wise) such as Busselton would not be a merger,
it would be a takeover and this Council would become an irrelevant satellite
community in much the same way as Jarrahwood.

The interim consultancy report does not identify any clear grouping of local
governments that can be reasonably argued would provide better local
government services, increase efficiencies and reduce costs. By contrast the
interim consultancy report identifies a number of areas where there are clear
warning signs that by amalgamating shires costs would increase, efficiencies
would be lost and communities would be left worse off that they presently are.

Perhaps the most alarming detail relates to the comparisons between one of
main options canvassed, being the amalgamation of the shires of Manjimup and
Nannup. The Shire of Manjimup has significant debt, its rates levied are above
the Grants Commission assessed capacity and it has few reserves,

The Shire of Nannup is virtually debt free, has a long way to reach its assessed
rates capacity and has, for its relatively small size, adequate reserves. The
conclusion is that an amalgamation between these two shires from a pure
financial basis would be a disaster for the Shire of Nannup and similar to the
Busselton/Jarrahwood example quoted above. This would see Nannup become
the poor cousin of a greater Shire of Manjimup which is already struggling to
service the area that it presently operates in.

Other notable comments from the interim report that have relevance to this shire
and this submission are as follows:

Page 19, Interim Repotrt Version 1:

“The trends for Nannup show a increase in value for total assets, reserve funds
and equity showing a growth in the overall wealth of the Shire. There is also a
downward trend in long term borrowings which adds to financial stability.”

Page 32, Interim Report Version 1:

“Although not a comment on the financial viability or otherwise of Manjimup, of
the four Shires it would appear fo be the least financially sound as it imposes
rates above the assessed capacity, has the largest debt liability and the lowest
percentage of unrestricted reserve funds.”

M:\Governance & Compliance\CouncilStructural Reform\Structuralreformsubmission.doox



Page 52, Interim Report Version 1:

Population Movement 1996 Census to June 2008
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1996 2001 2006 Estimated Estimated % Increase/
Census Census | Census 30/06/2007 | 30/06/2008 | decrease
Boyup Brook | 1,747 1,636 1,480 1,581 1,594 -8.8
Bridgetown 4,034 3,924 3,953 4,258 4,339 +7.6
Manjimup 10,256 9,880 9,256 9,875 9,995 -2.5
Nannup 1,161 1,171 1,192 1,297 1,325 +14.1
Total 17,198 16,511 15,881 17,011 17,253 +0.3
ABS statistics

Page 28, Interim Report Version 2.

“With rates in the dollar imposed on UVs, Nannup has the largest discrepancies
to the average and would have to increase its rate in the dollar by 57.54%.”

This Shire has recognised this and passed the following resolutions at its August
2009 meeting:

“C1 That the Council aclopt the principle that future rate increases should be at or
above CP! and more closely linked to the LGCI given that the latter has more
relevance to local governments’ costs, and that Council actively seek to achieve
the Grants Commission overall assessed rate capacity by reasonable incremental
rate increases.

C2 That the Council review the relativities in rate contributions from the GRV and
UV sectors to bring these more in line with the Local Government Grants
Commission’s assessment of the shire’s rating capacity and with rates levied by
neighbouring and regional local governments.”

Page 29, Interim Report Version 2;

“it can be seen from the Table that Manjimup has the greatest annual amount of
repayments as a percentage of rate revenue. Nannup is a sound position as it
has no significant debt liability. As a combined Shire loan repayments as a
percentage of rates would be 9.8%.

The annual repayments for a combined Shire, if no new loans are taken oul,
decreases each year.

The table is represented on the following page:

M:Governance & Compliance\Council\Structural Reform\Structuralreformsubmission.docx
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Loan Repayments per Shires and Combined

Bridgetown-
Boyup Brook | Greenbushes Manjimup Nannup Combined
$ $ $ $ $

200910 125,572 103,748 837,865 29,020 1,086,205
% of rate

revenue 7.4% 3.6% 14.6% 3.4% 9.8%
2010711 125,672 103,748 813,885 21,846 1,065,051
2011/12 125,572 103,748 728,247 14,251 971,818
2012413 124,817 103,748 637,674 866,239
2013/14 108,908 88,367 628,739 827,014
2014/15 109,908 88,367 616,160 814,435
2015/16 109,908 52,707 590,828 753,443
201617 109,808 52,707 576,098 738,713
2017/18 110,877 52,707 525,456 689,140
2018/19 85,613 52,707 452,248 580,568
Total 1,137,755 802,554 6,407,200 65,117 8,412,626

Page 30, Interim Report Version 2:

“It can be seen from the Tables that Bridgetown-Greenbushes has the largest
amount of cash backed reserves. Bridgetown-Greenbushes unrestricted reserve
funds are 62.25% of its 2008/09 operating expenditure, Nannup is 21.37%,
Boyup Brook 14.5% and Manjimup 4.38%.”

Grants Commission

The Gilfellon report states in part in respect of combining the four Warren
Blackwood shires —

Page 67, Interim Report Version 2:

“Unfortunately the current level of general purpose grants will only apply for a
period of five years after amalgamation when the created Shire will be assessed
as an individual local government. Although the amount of any decrease cannot
be stated with any certainty a heavily qualified estimate by the WA Grants
Commission is for a decrease of befween $500,000 and $900,000.”

Page 77, Interim Report Version 2:

“The WA Grants Commission has provided a heavily qualified estimate in the
likely reduction in general purpose grants after five years of approx $620,000 if
the Shires of Manjimup and Nannup combined.”

M:\Governance & Compliance\Council\Structural Reform\Structuralreformsubmission.dacx
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This is a significant financial disincentive to amaigamate these shires. Unless the
State Government was to substitute or increase funding to the level that would be
forgone, all current shire districts would be worse off. The Minister's statement
that service levels would be able to be increased does not ring true if funding is to
be reduced overall.

As pointed out in Council’s appeal to its checklist assessment (Attachment A) any
combination of the Warren Blackwood shires, particularly involving Manjimup or
Nannup would still have a significant reliance on external funding due to the size
of the DEC estate in this region. Both Manjimup and Nannup have over 80% of
their land area classified as non ratable and moving lines on maps will not alter
this. Unless the State can see some way of providing compensation for those
districts that have such large tracts of non ratable land this situation will remain.

It is a recurring theme throughout this submission and Council’s appeal against
its checklist assessment rating, that due to the above scenario Council has been
forced to seek external funding and has been very successful in doing so. To be
penalised for this success is very difficult to accept and Council's view is that it
should be commended for being proactive in seeking alternative and innovative
ways in which to raise revenue.

Economic and Social Cost Considerations

Should the State undertake action that would see this local government dissolved
and/or the Nannup Timber Mill close as a possible separate policy decision, this
community would lose up to 70 jobs directly, which when coupled with the flow on
effect to families and small business would completely devastate the local
economy. There is no doubt this would impact other service areas such as the
school, hospital and aged care, provision and use of recreation facilities, private
investment decisions etc.

Does the State Government want to be responsible for this?

This Council has proven time and time again that it is very capable of managing
its own affairs and managing them well. When some of our larger neighbours to
the west have lurched from inguiry to suspension, commissioners to factionalized
politics, there is no desire whatsoever for this local government to become part of
the problems of others simply to satisfy an unproven economic rationalist theory.

Even if there was an amalgamated shire the costs associated with providing
services over larger distances will far outweigh any potential savings. For
example commuting times for staff will certainly increase creating inefficiencies
and lowering the leve! of service. is someone who is commuting from a base in a
neighbouring town likely to be returning to a distant workplace for meetings after
hours? | would not think so, and if this did eventuate the overtime cost would be
significant and the output of people diminished.

M:AGovernance & Compliance\CouncihStruciural Reform\Structuralreformsubmission.docx
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Page 67, Interim Report Version 2.

“Any existing staff housing could be utilised in the short term with staff commuting
to work. Such a commuting arrangement would make it more difficult to aftract
staff in the long term.

To avoid diseconomies of scale incurred with fravel, the limited annual road
construction time, town and recreation faciliies maintenance the bringing
together of the works crews in one centre should not be undertaken.”

It is also submitted that the State has not fully considered the impact on
employees of affected local governments, particularly when contrasted with the
overall economic conditions that are prevailing at this point in time and
anticipated over the coming few years. The State has also not formally
committed to assisting local governments with redundancy costs or
establishment costs for new local governments. The anticipated costs of these
matters are considered to be a significant detriment to local government
amalgamations, regardless of who meets the cost.

Proposal for a Blackwood River Valley Shire

A proposal has been put to Council from the Balingup Progress Association for a
“Blackwood River Valley” Shire. If this proposal was to be progressed a specific
study would need to be undertaken.

The proposal is not presently based on data accurate enough {o be able to make
an informed judgment on with distance again being a major impediment. A long
and narrow shire district is unlikely to produce economies of scale in terms of
efficient service delivery.

It is understood that the proposal does not seek to include of the whole of the
Nannup Shire due to the desire to remain isolated from any coastal development.
Given that this Counci! has undertaken a site specific Coastal Management Plan
over the past two years and that the Scott River area is one of the most
productive agricultural areas in the State this notion is not supported.

The non inclusion of the Scott River area in any proposal also creates another
issue as to where that area would fit in local government terms.

There are some community of interest and topographical aspects of a proposed

Blackwood River Valley Shire which on the face of it would appear worthwhile of
consideration in a subsequent local government reform study.

M:Governance & Compliance\CounciiStructural ReformiStructuratreformsubmission.docx
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Amalgamation Options

Council has considered a number of amalgamation options with the following four
warranting the most attention:

1. Amalgamate with the current shires of Manjimup,
Bridgetown/Greenbushes and Boyup Brook to create a Shire of
Warren/Blackwood.

2. Amalgamate solely with the Shire of Manjimup.

3. Form a Bilackwood Valley Shire as put forward by the Balingup Progress
Association.

4, Retain the status quo.

Having discussed the financial disincentives for amalgamation Council also
submits the additional following reasons (where not already mentioned) for
retaining this Shire in its present form:

Loss of identity.

Reduction in representation.

Effect on businesses and volunteerism.

Purpose of reserve funds can be altered from original intent.
Direct negative impact on jobs.

No evidence that services will be increased.

e & & © 9 @

Perhaps the only advantage seen in amaigamation is the increased access to
expertise in specialised areas of Council’s operations such as planning. Given
that the State is intending to remove local government involvement in larger
planning applications this is likely to be somewhat academic. Additionally
Council presently resource shares where specialised services are required. Note
Council is quite open to considering the sharing with other local governments
functions that are of a “non geographic”’ nature and is in the process of having
discussions with neighbours in this regard.

One other advantage put forward is the notion that grant funding opportunities
will be increased by amalgamating shires. Given that this Council was marked
poorly in its checklist assessment for being too successful in atfracting grant
funding this proposition is rejected outright.

MiGovernance & Compliance\Counci\Struciural ReformiStructuralreformsubmission.docx
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Council Resolution fo Proceed

As requested Council has included the completed checklist for this local
government, and the assessment from the Department of Local Government
(Attachment E). As mentioned prior Council's dissatisfaction with the
assessment and subsequent representation to the Department of Local
Government is included as Attachment A to this submission.

Additionally the guidelines on preparing submissions requested a date at which
elected member numbers will be reduced. This is contained in Attachment A,
point 4. The specific resolution of Council on this matter occurred on 27 August
2009 and is as follows:

“That Council adopt the position that consistent with the desire to continue as
ongoing autonomous local government entity that it considers that a Council with
the size and demographics of Nannup to best served by six elected members
commencing from the next ordinary Councif elections scheduled for 2011.”

The formal Council resolution specific to this submission which was adopted on
24 September 2009 is as follows:

The Shire of Nannup submits that it desires to continue as an
independent, autonomous local government authority and that
after having canvassed a number of possible amalgamation
options sees no demonstrable benefit from a financial,
economic and social perspective that amalgamation would serve
any benefit to the citizens of this district.

Please do not hesitate to contact me if you require any further information.

Yours faithfully,

SHANE COLLIE
CHIEF EXECUTIVE OFFICER

M:\Governance & Complianca\CouncilSteuctural Reform\Structuralreformsubmission.docx



Attachment A

15 Adam Street,
PO. Box 11, Nannup WA 6275

‘Telephone: (08) 9756 1018

Shire of Facsimile: (08) 9756 1275
NANNUP Email: nannup@nannup.wa.gov.au
The Garden Village Web: www.nannup.a.govau
11 September 2009 Ref: ADM 31

Jennifer Mathews

Director General

Department of Local Government
GPO Box R1250

PERTH WA 6844

Dear Jennifer,
SHIRE OF NANNUP CHECKLIST ASSESSMENT

| write further to my letter of 28 August 2009 concerning the above matter. As
indicated in that correspondence Council has identified significant
inconsistencies, some errors and a lack of knowledge of important localised
issues in the checklist outcome attributed to this Shire. As such as a precursor to
Council's Structural Reform Submission Council wishes to appeal the category
“3” rating attributed to it.

The majority of these matters appear to be due to the fact that the assessor was
not aware of plans in place and reviews undetway which address many of the -
points highlighted in the negative in the assessment report. In the main | refer to
a Strategic and Organisational Review Report commissioned in December 2008
(prior to the Minister's Structural Reform announcement in February 2009) and
adopted by Council at its most recent meeting held on 27 August 2009. Thisis
noted as Attachment 1. This report and the resolutions that have emanated
from it (Attachment 2} address important own source revenue issues such as
rates, cost recovery and user pays among other efficiency measures.

| will address these matters in turn as they are listed in the assessed checklist.

1. Long Term Strategic Planning

As noted in the assessment document Council has in place a Strategic Plan for
the next five years. The document was forwarded with Council's checklist and it
is reviewed annually or more frequently if required. The document has financiai

MAGovernance & Compliance\Council\Struciurat Reform\Checklistoutcomeappeal.docx



estimates contained within though given the many variables associated with
projecting out expenditure over such a lengthy period of time, the estimates
cannot be defined in absolute terms. Council has accepted that it could more
accurately portray the financial estimates contained in its Strategic Plan and as
part of the aforementioned Strategic and Organisational review report Council
adopted the following resolution on 27 August 2009:

“C26 That Council’s Forward Plan 2008/09 — 2012/13 be reviewed by including a
long term financial plan fo demonstrate how the Shire will fund day fo day
operations and other core business activities and projects included in the plan
plus another five years.”

The addition of a further 5 years to the plan also demonstrates Council’s
willingness to extend out its forward financial projections over a significant length
of time.

2. Detailed Asset Management Planning

Council is yet to complete a comprehensive asset management plan. This is the
reason why (understandably) Council was not scored well in this area. Council
allocated funds fast year to do a comprehensive asset management plan which
would have fuifilled this requirement and no doubt led to a higher score.

Council was to commence the WAAMI program through WALGA however there
is a monopoly situation with the company that conducts this program which
Council has concerns with and that prevented the undertaking of the program.
Council has carried those funds forward into the present financial year and this
checklist criteria will be met within the next twelve months.

Additionally Council has its asset register, road inventory and building
maintenance plans all up to date as well as having an intimate knowledge of the
assets under its care, control and maintenance. This includes identified gaps in
community infrastructure provision. The completion of a comprehensive asset
management plan involving community infrastructure will add further to the
standard of information available for future planning and development.

Council was wel! underway to developing this plan prior (included in budget

preparation May 2008) to the Minister announcing his agenda for structural in
February 2009.

M:AGovernance & Compliance\CounciStructural Refarm\Checklistouicomeappeal.docx
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3. Future Financial Viapjli.tlv.énd.-.l-"lanninq ?

While this matter will be addressed in greater detail in Council's Structural
Reform Submission it is acknowledged as fact that this Council has a small rate
base. A number of recent resolutions ‘are seeking to address this. By way of
example Council passed the following relevant resolutions at its 27 August 2009
meeting again in respect of the - Strategic and Organisational review report
commissioned in December 2008: .

“C1 That the Council adopt the principle that future rate increases should be at or
above CP! and more closely linked to the LGCI given that the latter has more
relevance to local governments’ costs, and that Council actively seek to achieve
the Grants Commission overall assessed rate capacity by reasonable incrementaf
rate increases.

C2 That the Council review the relativities in rate contributions from the GRV and
UV sectors to bring these more in line with the Local Government Granfs
Commission’s assessment of the shire’s rating capacity and with rates levied by
neighbouring and regional focal goverriments.

E4 That Council move toward a general user pays principle in the overall
management for all assets under its care, control and maintenance.

C11 That the Council adopts miaximum fees permitted by regulations for all
planning and development applications.”

With over 85% of its land area non ratable due to State Government legislation it
is difficult to accept from the same entity that the inability to raise own source
revenue is a fair measure of sustainability, or that by amalgamating councils will
change this. o

Likewise Council was rated pootly in the context of a statistic indicating that 63%
of its total revenue was external grant funding. Due to the inability to raise own
source revenue due to land tenure as demonstrated above, Council has no other
option than to seek funding from external sources and has been very successful
in doing so. To be penalised for this suiccess is very difficult to accept and
Council’s view is that it should. be commended for being proactive in seeking
alternative and innovative ways in which to raise revenue.

If Council was able to extract some form of rate revenue from the DEC estate
utilised for commercial activities, this Council would be very sustainable in
respect of own source revenue and probably would have rated a category “1” in
the checklist assessment process.

MAGovernance & Compliance\CouncilStructural Reform\Checklistouicomeappeal.doex



N

4, Equitable Governance and Community Representation

The result in the checklist assessment is ndt a trué reflection on the situation with
this Council. There are three specific areas that are relevant:

i. The last election (or lack of) at-this Council in 2007 was an aberration in
terms of electoral interest and voter turnout. - Elections in Nannup are
normally hotly contested and-voter turnout very high. Electoral reports
conducted by the WA Electoral Commission will show that in 2001, 2003
and 2005 Nannup was among the highest in the State for voter turnout.
The election held in 2003 saw' Nannup have the highest percentage
turnout in the State at approximately 69%. It is expected that both
nominations and voter turnout will be high in.2009. - The selection of one
non representative yeéar (2007) as the benchmark for this Council is simply
not an accurate picture of the normally active community participation in
the local electoral process.

ii. Council presently has 8 elected members and 3 wards restilting in a high
elected member to elector ratio of 1:117 which was noted as a negative in
the checklist assessment. As part of the aforementioned Strategic and
Organisational review report Council adopted the following resolution on
27 August 2009:

“E6 That Council adopt the position that consistent with the desire to
continue as ongoing autonomous local government entity that it considers
that a Council with the size and demographics of Nannup to best served
by six elected members commencmg from the next ordinary Council
elections scheduled for 2011.”

iii. Population growth.  Similar to point 7 below, the assertion that
demographic change in this community is going to be stagnant or negative
is simply wrong. | have enclosed (Attachment 3) the 2006 Australian
Bureau of Statistics Estimated Resident Population of the 4 Warren
Blackwood Shires represented by the following table.

Porcentage Change in Population 1996 fo 2006

Shire of Boyup Brook 1 11.2%
Shire of Bridgetown Greenbushes +2.1%
Shire of Manjimup | -4.7%
Shire of Nannup . +8.5%

MAGovernance & Compliance\Counci\Structural ReformiChecklistouteomeappeal.docx...
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It is reasonable to conclude that there will be a greater number of electors
within this district in the coming years which when combined with a
reduction in Council member numbers will see the elected member to
elector ratio change significantly. '

The outcome of the above three points is that the elected member to elector ratio
of 1:117 is estimated to be between 1:200 and 1:250 within the next 5 years.

b. Proficient Organisational Capacity

Council was marked in the negative for not having an.overarching staff atraction
and retention strategy in place to build organisational capacity. This statement is
not supported by any demonstrable need to develop suich a strategy and appears
to be targeted at larger organisations. As weli as there being no statutory
requirement to develop any such strategy, it .is disappointing to be labeled
negatively by an external authority with limited understanding of local
employment conditions. '

The employment facts of this Council are as follows:

Four senior officers -

Chief Executive Officer employed since January 2001
Manager Corporate Services employed since May 1995
Works Manager employed since April 2000
Manager Development Services employed since January 2009

(Manager Development Services prior employed for 10 years)

With minimal turnover and a small number of professional staff one questions
why an overarching staff aftraction and retention strategy would be required.
Council encourages internal promotion and has a stable outside workforce which
over recent years have won two safety first award through WALGA. Other inside
staff positions display minimal turover and are generally subject fo local
recruitment where possible.

Council is in a fortunate position where it is able to make the most of accessing
skilled staff (and contractors) as a consequence of peopie finding the area an
attractive place to live. Unlike areas in the wheatbelt, people generaily come to
this community for lifestyle reasons possessing skills which this organisation can,
and has take advantage of. This is justification in itself to ensure that this local
government remains an ongoing entity as the employment supply far outstrips
demand and the loss of employment opportunities in this community has a far
greater impact than in other areas of the State.
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Training was mentioned as a negative in the assessment report. This is rejected
as Council is well served by long term employees who have undertaken training
over many years. It is clearly not in anyone’s interests to be sending officers to
training courses for the sake of statistics. Having said this Council is a regular
participant in a range of training activities dependent on need. Council is in the
process of developing a specific skills register for staff.

In respect of the processing of building and development applications it is
perplexing that this has been highlighted as an issue. Any delays experienced
are minor in nature and are in the main attributed to applicants not providing the
required information. If formal statistics are required than they can be.

Council currently contracts a consuitant planner for larger or more complex
development applications such as a current $160 million wind farm proposai from
Verve Energy. This consultant is well versed in planning issues and has been
involved in assessments of large and complex planning applications such as
Smiths Beach (Busselton) and the current Barrow Island (Ashburton) proposals.

6. Effective Political and Community Advocacy for Service Delivery

Council was marked in the negative for not demonstrating funding partnerships
with the State or Commonwealth Government and private sector to attract local
investment and enhance service provision to the community.

Attachment 4 is an extract from the recently adopted Strategic and
Organisational review report providing this Council's 2006/07 revenue compared
with 29 other similar size shires. This table shows the total revenue of this shire
as $11,227,000, almost twice that of the next listed shire with the average across
the board being $4,212,133. This demonstrates that Council is involved with a
number of significant funding partnerships that perhaps the assessor of Council's
checklist was not aware of. Examples include:

o Construction of Mowen Road linking Margaret River and Nannup, and
more importantly linking the South West Cape to Cape region with the
Warren Blackwood Region and ultimately the Great Southern. Despite
having a rate base of less than $1 million (at present) Council has
attracted $4.77million in Federal funding for this job with State committing
just over $2 million in the last financial year. A further $6 million of State
funding is allocated in 2010/11. Council is managing the implementation
of this project demonstrating that it can handle large jobs like this.

o Replacement of Jalbarragup Bridge. A similar State/Federal funding
arrangement is in place for this job. Of the less than a dozen Western
Australian local government authorities who received funding under the
Federal Auslfink program, including the metropolitan area, this shire was
successful in not one, but two projects. Council should not be penalised
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for accessing funds outside of its own source revenue as to not do so is
contrary to establishing and maintaining funding partnerships with other
levels of government.

Similarly Council has lobbied very hard over a number of years which has seen
State significant programs such as underground power instalied (two separate
programs, infill sewerage compieted and a major upgrade to the district hospital
completed in 2001.

From the perspective of private industry Houghton’s Nannup was recently
established being the largest industrial wine processing plant in the State. This
Council played a significant role in attracting this industry to the area including
beating the competition from surrounding areas. Benefitting from its proximity to
the Margaret River region and the Great Southern region this business deals with
all of the company’s south west grape production.

A further major industry success has been in dairy with the southern section of
the shire now producing a third of the State’s milk. Again these major
developments were only possible with Coungil providing a positive attitude and
encouragement to the investment proponents.

Council is also in the process of dealing with no less that 4 substantial
subdivisions in the district, including a major residential/special rural development
which potentially will double the number of lots and people contained within an
expanded townsite. Economic growth and job creation will follow that critical
mass. Probably of more importance is the fact that Council is very mindful of
developing strategies which will deal with this growth and resulting service
provision, notwithstanding that this future growth has not been recognised in
Council’s checklist assessment.

This Council has always “punched above its weight” in areas such as this and to
be categorized poorly is unfair and not a true reflection of the situation.

Council also was an integral part in the Regional Forest Agreement (RFA)
negotiations with the former Liberal Court Government in the late 1990s which
saw the implementation of the current Forest Management Plan. In terms of
atiracting/maintaining invesiment and employment in the region this time was a
significant fork in the road in the future development of this community. Those
negotiations saw guaranteed employment levels agreed upon and the native
timber industry restructured to the satisfaction of the State and this community.
That pattnership has endured and it is anticipated that further negotiations with
the State will see a continuation of such arrangements.
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Should the State undertake action that would see this local government dissolved
and/or the Nannup Timber Mill close, the community would lose up to 70 jobs
directly, which when coupled with the flow on effect to families and small
business would devastate the local economy,

In terms of community consultation, a further point that the checklist assessor
incorrectly marked as poor, | advise of the following consultation examples:

e The forthcoming local government elections including the nomination
period have been advertised (in addition to the statutory advertising) by
consecutive major advertisements in our local newspaper and also
promoted through a district wide household letter drop.

e Council regularly holds community planning days, the most recent being
on 14 March 2009.

o Bushfire public meeting March 2009, attended by around 140 people, or
around 20% of the electors of the district.

e Voter percentage turn out has historically been among the highest in the
State at over 60% if postal, or over 40% if in person.

e Members of the public attending Council meetings are quite often over 20
such as July and August 2009.

e Council regularly undertakes subject specific community surveys, again
with very high return rates. The very subject of local government reform is
presently being surveyed throughout the community.

e Council circulates on a monthly basis a regular Shire update in the local
newspaper, generally matters connected with Council meeting decisions.

e The Shire President is regularly featured on various media forums,
including radio, television and newspaper on a local, regional and
occasionally Statewide basis.

7. Understanding of and Planning for Demographic Change

Similar to point 4 above the assertion by the assessor of Council’s checklist that
population growth will remain stagnant or negative is rejected. The table quoted
in point 4 above is from the Australian Bureau of Statistics (ABS). It appears that
the ABS and the WA Planning Commission are using different figures for their
population projections as evidenced by Attachment 3.  Overlaying locat
knowledge and factual information readily available on planning applications
there is no question that this community will experience growth, and most likely
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significant growth over the next 10 years. This is provided that the State
supports both an autonomous local government and the ongoing operations of
the Nannup Timber Mill. This anticipated growth is demonstrated by:

e Residential/Special rural subdivision (Askino) underway, approximately
120 lots east south east of townsite.

e Residential/Special rural subdivision (Hale) just approved by the WAPC,
approximately 340 lots east of townsite. Over $1 million in infrastructure
already expended.

o Special rural (The Valley) south of townsite 21 lots released and almost all
sold.

o Special rural (Cockatoo Valley) south of townsite 29 lots released, all sold
and around 50% developed.

o Struthers/Widdeson Street in townsite approximately 16 lots to be
developed.

o Industrial subdivision, 6 lots, recently approved.

Council has in place a townsite development strategy which guides these
developments as well as a new Local Planning Scheme gazetted in December
2007. Council is well advanced in its understanding of and planning for
demographic change and again it appears that this has not been recognised in
Council’s checklist assessment.

Council as the peak community based organisation in the district has extensive
local and district planning knowledge and given that it appears that documentary
evidence is the preferred method of demonstration | advise of Council's
involvement in, or intention of developing, the following relevant planning
documents:

Document

Nannup Local Planning Scheme No 3 Amendment 1 (Flood Plan)

Coastal Management Plan (Finalised 7/09 through DPY)

Retaining walls (Residential)

Standard Conditions for Planning Approvals

Clearance Conditions for Subdivision

Developers bonds and maintenance contributions

Delegations to Staff

Residential Development Policy

Municipal Inventory, Heritage List and implementation

i OO~ |G| O B RS | =

0 Implementation of Residential Development Guidelines/Scheme (Folly)
1 Rural Residential Development Policy
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12 Chalet/ Residential Accommodation Developments
13 Rural Strategy
14 Industrial Development Policy
15 Minimum Standards for Scheme Amendments
16 Road dedications
e Middle Street — closure of legal road
¢ Nash Road closure
e Nannup Timber Mill
e Agg Road
¢ Tomas Road
17 Tree Farms/Plantations
18 Demountable Buildings / Sea Containers & Other Similar Relocatable
Storage Units
19 Building Envelopes Policy
20 Subdivision Fire Management Requirements
21 Car Parking Policy
22 Retaining Walls Industrial and Commercial
23 Extractive Industry Policy
24 Commercial Development Policy
25 Heritage Precinct
126 Relocated Dwellings — Conditions of Approvals
27 Dams Policy
28 Lane way development
29 Fencing Standards
30 Bed & Breakfast Accommodation Policy / Ancillary Accommodation
31 Street Stalls
32 Permitted land uses within Freehold State Forest
33 Community Buildings Policy
34 Main Street Heritage Precinct Guidelines

While it is probably not necessary to provide all of these documents, with a
number still in the development stage, it is stated that Council has a programmed
and coordinated approach to planning for demographic change.

Coupled with recent major planning decisions such as a wind farm on the south
coast (Verve Energy — Investment $160 million) and a Health Retreat with
accommodation options for up to 20 residents on Balingup Road, it is submitted
that Council's role in this area is far greater than the checklist assessment
outcome states. Council is also very much aware of the challenging issues that
neighbouring shires have experienced when dealing with rapid growth (such as
Margaret River and Busselton) and is able to plan and respond with assistance
from the experiences that others have had.
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8. Effective Management of Natural Resources

It is very difficult to accept the portraying of this matter by the State Government
in any credible light given that the State controls over 85% of the district land
area with questionable management practices. When the effective management
of natural resources is not a statutory or core function of local government one
guestions why this has been included as an assessable item in the checklist.

Council's exposure to this area is limited and is adequately met in the various
planning policies listed in item 7 above. Council also considered at its
December 2008 meeting a Natural Environment Strategy. While the document
was not adopted at that stage and is likely to be reintroduced for further
consideration at a later point in time, it is currently used as a management tool
and is noted as per Attachment 5.

The context and irony of this criteria is further emphasized by referring to the not
too distant past where this Council was at the forefront of environmental
opposition to the State who was seeking (through the Water Corporation) to draw
45 gigalitres of water from the South West Yarragadee aquifer. When scientific
evidence indicated that the proposal was not sustainable from an environmental,
as well as economic and social perspective, it still took the State Government a
number of years to heed the advice of what this shire was saying ali along.

With Council coordinating an alliance of a number of shires, farming groups
(including the WAFF and PGA), environmental groups and likeminded political
figures on this issue alone, the checklist statement which reads in part:

“imited demonstrable evidence of an organisational, strategic approach fto
environmental management”

is rejected as extremely unfair. This Council has been an environmental leader
in place of other levels of Government who have consistently failed in this area,
particularly in respect of the management forest and water resources.

9, Optimal Community of Interest

The checklist assessment stated that there was no response to the question:

“Your local government provides services and facilities o communities with a
similar community of interest.”

A response of “yes” was provided. It was unclear, and still is, as to what, if any,
further expansion was sought on this question.
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Council has a number of localities however only one established townsite. The
community of interest is spread evenly throughout the shire and is unique to this
district. For example, Nannup does not particularly share a community of interest
with places such as Busselton, Dunsborough or Boyup Brook. There are
historical links with other townships such as Manjimup and to a lesser extent
Bridgetown and over more recent times communities such as Balingup and
Augusta appear to have similar characteristics to Nannup. There is however no
clear link with any of these communities with modern transport and technology
seeing a variety of services and facilities utilised in other communities and vice
versa.

Perhaps the best example of this is the new Manjimup Aquatic Centre (and
associated debt). With this facility being built only a few years ago, the anecdotal
instance of use by members of the Nannup community is minimal. By changing
an line on a map to amalgamate these shires the usage pattern of Nannup
residents will not alter. What will alter is this community then bearing the debt
cost of a facility it did not have any involvement in commissioning and is rarely
used.

Nannup has adopted a “Garden Village” theme, unique to this area and the South
West. It has the climate, rainfall, geographic location and tourism pull that
enables this to occur. Any move to amalgamate this shire, particularly with a
larger neighbour such as Busselton or Manjimup, would certainly see this theme
lost as any such merger would be seen as a takeover rather than an equal
partnership. Nannup would lose its identity.

10. Optimal Service Delivery to Communities

The statement made by the assessor in this category was as follows:

“The Shire provided minimal demonstrable evidence of its capacity to increase
service provision should the need atise; reflective of the Shire’s dependence on
external funding to supplement community projects.”

Similar to point 3 above it is an undisputable fact that Council is only in a position
to rate approximately 156% of its total land area due to the land tenure which
prevails in the district. Regardless of what size the local government is, while the
land tenure is as it is, this situation will remain. This is a State Government
imposed constraint which has led to Council being more active than most in
accessing external funds. :

It is stated again — Council should not be penalised for this and indeed where
Council is able to access external funding, it is to the ultimate benefit of the
citizens of this area and ultimately the State. A larger local government entity will
face the same, if not greater constraints and be far less fikely to be in a position
to respond as efficiently as this Council does.
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11.  Membership of an Effective Regional Grouping

As mentioned in the checklist submitted this Council is a member of the Warren
Blackwood  Strategic  Alfiance  which  comprises the shires  of
Bridgetown/Greenbushes, Boyup Brook, Manjimup and Nannup. This group has
been operating since 2001. The group's main role is advocacy, representation
and promoting economic development on behalf of the region. The group has
more recently become the vehicle for the distribution of Royalties for Regions
funding.

12. Previous Structural Reform

Council participated in a structural reform study in 2001 with the Shires of
Manjimup, Bridgetown/Greenbushes and Boyup Brook. This study somewhat
ironically was undertaken by the current Minister for Local Government’s Chief of
Staff Mr Gary Brennan. All shires concluded at the end of the study that there
were inadequate financial savings and/or efficiency benefits in amalgamating in
whole or in part. It is difficult to see how that has changed particularly given the
position of the Grants Commission where external funding will drop significantly
in the coming years with an amalgamated shire

For the time, cost and energy that went into that report, the current report being
undertaken by Mr John Gilfellon appears to be heading for the same conclusion.
There are some very obvious financial reasons for not amalgamating and these
are covered in full in Council's reform submission.

This Council was also to participate in a similar study in 2002 with the shires of
Augusta Margaret River and Busselton however that study did not eventiuate as
all councils agreed that it was not in their best interests to do so. Funding
obtained for the study was returned.

As stated in Council's initial checklist there are a number of formal resource
sharing arrangements presently in place involving this shire. These
arrangements work very well and have benefit to both provider and participant.
Examples include:

Watren Blackwood Strategic Alliance. See point 11 above.

Ranger Services — contracted from Busselton to Nannup.

IT Services — contracted from Manjimup to Nannup.

Specialist bridge crew — contracted from Manjimup to Nannup.

Regional Risk Coordinator.

Planning Setvices — Council is presently in discussions with the shires of
Augusta Margaret River and Busselton on a shared arrangement.

® e o & & 0

A number of other as needed arrangements operate such as specialist road
construction works between shires.
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13. Conclusion

Council will shortly be submitting its reform submission to the Minister for Local
Government based primarily on the detail contained in this correspondence.

It is submitted that Council has been unfairly treated in the checklist assessment
process and the information provided above demonstrates this. In the areas
where Council has the ability to control and respond it is clear that Council has
performed very well. In those areas where the subject matter is out of Council's
control, such as ratable land tenure, it is clear that Council is constrained by the
legislation of the State and should not be marked down for this.

Therefore a review of the category “3” assessment attributed to this Council is
requested. This review is also requested to recognise Council's own actions by
virtue of the adopting of a number of efficiency based measures as evidenced by
the detail contained in Attachment 2, the resolutions from the recently adopted
Strategic and Organisational Review Report.

Please do not hesitate to contact me if you require any further information.

Yours faithfully,

" SHANE COLLIE
CHIEF EXECUTIVE OFFICER
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FINAL REPORT
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STRATEGIC AND ORGANISATIONAL REVIEW
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Prepared by VERN McKAY LG SERVICES
L.ocal GoVERNment
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EXECUTIVE SUMMARY

The review of the Forward Plan 2008/09 - 2012/13 by necessity included a review of
functions and activities currenily undertaken in the 2008/09 Annual Budget.

In identifying what is core business, the report suggests that while local governmenis have
statutory roles that must be performed and discretionary roles that can be undertaken, core
business is whatever the council wanis fo focus on to achieve its vision and mission.

Identifying ways to manage core business more effectively and operate more efficiently will
require a review of revenue estimates and current levying and fees and charges practices.
The WA Local Government Grants Commission assessment is that the shire is levying rates
well below its capacity with rates from the GRY area greater than assessed while UV (rural)
rates are significantly below. This is supported by o comparison in rates with the five other
local governments that border the Shire of Nannup where rural rates are between 25% and
108% higher than rural rates in the Nannup Shire. [Nannup's rural rates could double and
waste charges increase significantly if an amalgamation was to occur through struciural
reform]. There is also a risk that as property numbers grows and ratable values increase, the
shire's general purpose FAG grant will decline in future putting greater fiscal pressure on the
shire.

The shire’s annudl salary and wages expenditure is 1.52 fimes the total amount raised from
rates each year and all things being equal a 3% increase in labour costs will require a 4.56%
rate increase to fund this.

Only 35.6% of costs of waste and recycling are recovered through user charges with 64.4%
coverad in rate levies. This means that 14% of every rate account goes fowards this activity.
Not applying a userpays principle to waste and recycling is contrary to contemporary
industry practices. In addition, the practice of providing a service under one Act and using
the provisions of another Act to cover costs may leave the shire open to challenge.

There are a number of instances where significant expenditures are incurred on assets (town
hall, recreation centre, caravan parks) yet minimal fees are recovered for their use or
through lease. Revenues should be maximised fo achieve an efficient and effective use of
those assets. A ‘user-pays’ principle should be adopted and introduced fo ensure equity in
service delivery and cost recovery where the costs of providing are service are met by
those using that service.

There are a number of sub-programs and functional areas which could be reviewed for
efficiency and effectiveness and this should occur, parficularly in light of the current
economic crisis. However, while there may be a tendency to cut service levels fo reduce
the rate burden on the community, the council can take d leadership role in maintaining
community confidence and stimulating the community by maximizing service delivery and
taking advantage of low cost of debt to fund capital works.

Operating income includes an ‘abnormal’ amount of $400,000 from investment of grant
funds held for Mowen Road and Jalbarragup Bridge works. This is likely fo reduce to a
nominal amount in 2009/10 and $zero in 2010/11 with significant implications for future
funding of normal and capital works.



The Forward Plan proposed that $120,000 in shire funds would be dlocated to road
construction. Only $43,000 was included in the 2008/0? budget. The shire's contribution fo
road construction works is proposed to be $413,000 in 2009/10 and $528,000 in 2010/11.
Based on current projections, unless the shire makes significant siructural changes to
increase revenue, there will be a significant shorifall in funds required o undertake these
and other works proposed in the Forward Plan over the next two years.

The shire receives an untied FAGs grant of $358,000 for roads in 2008/09. However, only
$350,000 was budgeted for road maintenance in 2008/0? indicating that no shire resources
are allocated to this key statutory role.

A significant proportion of rate levies [approximately $100,000 or | 1.6% of rates) have been
allocated to tourism related activities in 2008/09.  This includes sighificant expenditures on
two caravan parks leased from the shire to the tourist bureau. No lease rental is received
and if there is no immediate opportunity to recover lease fees under the lease, this shouid
be recorded in annual budgets to reflect greater transparency in this arrangement.

Based on initial analysis, major items of plant {graders) appear to be well-utilised but dll
plant needs to be assessed to determine if change-over periods are reasonable or if
alternative options to source plant are available.

The shire maintains nine specific reserve funds to fund future works and liabilities. The level
of funds held should be reviewed o confirm adequacy. One reserve is shown as being
overdrawn and this should be immediately corrected.

The allocation of public works overheads and plant operating cosis and depreciation
should be reviewed and regulary monifored to ensure that all costs are allocated fo jobs.

There is no long-term financial plan linking the shire’s Forward Plan 2008/09 ~ 2012713 with its
financial capacity to fund day 1o day operations and actions and projects included in the
plan. Given the pruning that has occurred and use of Rovdliies for Regions funding fo
balance the 2009/10 budget, the shire is clearly unsustainable {even in the short-term) and
must make moajor structural changes in rates and user pays fees or significantly reduce
setvice levels to continue to cperate,

The shire’s organisafional structure comprising three departments, each headed by d
manager reporting directly to the CEC Is a flat and contemporary structure that is suited to
a small rural local government like the Shire of Nannup. There is no suggestion that this be
changed other than some minor adjustmenis that could occur between the CEO's areqa
and two of the departments.

The Corporate Services Department is adequately staffed. Development Services requires
additional support in town planning as this is a growing area and a full-fime planning officer
is considered necessary. The Works Department is adequately staffed in normai
circumstances, however the major Mowen Road project has placed significant demands
on the manager and the council should provide support in this section while this project is
undertaken, to be funded from profits from the project.

The councill should also provide for cover for extended absences by key staff o ensure that
those positions can operate without adverse implications on acfivities and functions.
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A review of Council committees should be undertaken with a view to disbanding some
committees to reduce governance costs and demands on councillors and staff and with
Council decisions based on professional officers’ reports rather than committees’
recommendations.

The shire has no formal risk management policies or processes n place and these should be
infroduced into the decision-making processes as a priority to minimise the risk of litigation or
loss. \



RECOMMENDATIONS

Part A - General

Al

A2

That the Council identifies strategies to stimulate and support the local economy that
do not include staff redundancies.

That given the Minister for Local Government’s proposal fo restructure local
government, the Council not prune expenditures or reduce service levels at this time
to ensure that the Shire's current posifion is not weakened in the face of potential
amalgamation with other local government districts.

Part B — Core Business

B1

That the Council adopts the position that as well as performing statutory roles and
subject to legisiative constraints, core business for the Shire of Nannup is whatever the
Council decides that it wants to focus on to achieve its Vision and Mission.

Part C - Forward Plan 2008/09 - 2012/13 Review

Cl

C2

C3

C4

(OF}

Cé

C7

C8

C?

C10

Cl1

That the Council adopt the principle the future rate increases should be at or above
CPI and more closely linked to the LGCI given that the latter has more relevance to
local governments' costs

That the Council review the relativities in rate coniributions from the GRV and UV
sectors fo bring these more in line with the Local Government Granfs Commission's
assessment of the shire's rating capacity and with rates levied by neighbouring and
regional local governments.

That the Council increase the rate collection target fo 98% in line with what has been
achieved historically.

That the Council reviews its participation in and aftendance at conferences in
2009/10.

That the current liability for long service leave be reviewed on an annual basis o
ensure that the amount transferred o Reserve Funds is adequdite,

That the 5-year Councillor and Office Equipment Replacement program be reviewed
on an annual basis to ensure that the amount fransferred to Reserve Funds s
adequale.

That the Council develops a policy on contributions fo aged persons’
accommodation to support future expenditures on this activity.

That the annual contract for fip site maintenance be reviewed to ensure that this
reflects the reduced work of the contractor since introduction of kero-side recycling.

That the Council adopts o user-pays principle in recovering the cost of waste
management o recover 100% of costs involved from household rubbish collection
fees, recycling fees and tipping fees.

That the Coundil review all land fill tipping fees to levels comparable to heighbouring
local governments to achieve a reasondble recovery of costs and discourage
dumping of waste from outside of the district.

That the Council adopts maximum fees permitted by regulations for all planning and
development applications.



C12

Ci3

Cl4

Cls

Clé

Cl17

Ci18

C19

C20

C21

C22

C23

C24

C25

C2é6

That the Council reviews the number of public toilets open to the public at any one
fime to minimise cleaning costs.

That the Council reviews fees and charges for the town hall fo maximise the return on
this asset.

Where hire fees are waived, the value of this be recorded as income for the town hall
and a donation expense against Members of Council.

That the Council reviews fees and charges for the recreation centre to cover day to
day cleaning and utility costs as o minimum and to maximise the return on this asset.

Where hire fees are waived, the value of this be recorded as income for the
recredtion cenfre and a donation expense against Members of Council.

That before purchasing any new major plant items, the Council reviews utilisation of
all plant to determine if use of plant can be maximised and whether there are
alternatives to purchase that will provide more economical benefits for the Shire.

That the Councit reviews the lease arrangements for the caravan parks to maximise
the return on these assets.

In the event that commercial lease fees are not recovered, the value of this be
recorded as income for the caravan parks and a donation expense against Members
of Council to refiect greater transparency in this arrangement.

That in finalizing future budgets, the public works overhead amount shown as
dlocated be reconcited with actual amounts allocated across all programs.

That public works overheads rates be reviewed at least quarterly to ensure that
overheads are dllocated appropriately.

That in findlizing future budgets, the plant operating cost amount shown as dllocated
be reconciled with actual amounts allocated across all programs.

That plant operating cost rates be reviewed at teast quarterly fo ensure that plant
costs are recovered.

That the amount of plant depreciation allocated to jobs be the amount actually
transferred to the Plant and Machinery Reserve.

That an amount equivalent to inferest eamed on Reserve funds be transferred fo
specific reserves.

That as a priority, the Forward Plan 2008/09 —~ 2012/13 be reviewed fo include a long-
term financial plan to demonstrate how the shire will fund day to day operations and
other core business activities and projects included in the plan.

Part D = Organisational Structure

D1

D2

b3

That the Council develops a strategy to cover unforeseen or extended staff apsences
which may include the creation of a specific cash reserve for that purpose.

That the Council allocate sufficient budget to fund a part-time staff member to assist
the Manager Development Services and Works Manager in their roles.

That the Council considers establishing a full-ime planning officer position which
could be funded from the contract planning and special planning projects budgets.
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D4

D&

Dé

D7

That the Council engages temporary technical engineering resources to support the
Manager works during construction of Mowen Road and fo be funded from the
Mowen Road construction budget.

That when committee members terms of appointment cease on the next ordinary
election day (17 October 2009) the Council review the need for current committees
and only establish such committees that are required by law or which will improve the
efficiency and effectiveness of the Council's decision-making processes.

That a risk management strategy be introduced into the decision-making processes
as a matter of priority to assess the likelihood, consequences and freatment of
decisions including failing to act.

That subject to a ful-ime planning officer being appointed, the organisational
structure be amended as detailed in the Alfernative Organisatfional Sfructure chart.



PART A - BACKGROUND AND INTRODUCTION

Strategic Plan Review / Organisational Review

In December 2008 the Shire of Nannup Council resolved:

“In light of the downturn in the economy following the global monetary situation, ... that Council re-
examines the Strategic Plan for the next 5 years In the areas of:

{a) Core Business - what is core business? Any strategies to manage them more effectively?
(b) Financial — any opportunities to prune/improve efficiency?
(c) Staff mix —is it in line with what needs o be achieved?”

A dictionary definition of ‘efficiency’ would be producing the desired effectf or outcome
with the least effort or waste with ‘effectively’ being defined as producing or capable of
producing the desired result. Efficiency and effectiveness do not just relate to expenditure
but equally apply to revenue streams so that an efficient and effective use of an asset is not
just o minimise the cost of providing that asset but to dlso maximise any return {revenue)
from that asset.

It was not possible fo simply look at the Forward Plan in isolation as this only tells part of the
picture and generally only lists major additional activities that are planned in future. All of
the shire’s current services and projects are included in the current budget and an
examination of the current 2008/09 Budget was also undertaken. This report addresses the
above issues and makes comment and observations on various shire programs and services
delivered to the community including financial aspects of some services.

The council should always strive fo deliver its services efficiently and effectively. There is an
implication in the council resolution that given the current economic crisis there is a need fo
prune or perhaps cut back on services. As one of the major employers in the district the
council can play a role in helping its community through difficult economic times. While
some may consider culs as a way to achieve this, an alternative approach is for the council
to take a more proactive leadership role by maintaining services and continuing to deliver
its programs fo instill confidence in the community. The provision of infrastructure and use of
debt at a time when the cost of borrowings is at a historical low may provide greater
benefits and stimulus to the local economy than any cut-lbacks.

A 10% cut in service levels may save $84,000 to $90,000 in rates and reduce average rate
accounts for GRY rated propertles by $69 ($1.33 per week) and UV rated land by $109
($2.10 per week}. However, this could only be achieved through a minimum of two staff
redundancies. If this occurs and two families are lost from the district, the potential adverse
flow-on to local businesses, school enrolments, sporting team memberships and loss of
volunteers for local community groups may negate any benefit that would be achieved.

Given the Minister's 5 February 2009 announcement of his desire to see structurat reform
across the industry!, there is a real risk in minimizing service delivery if any amaigamation is
to occur as part of a structural reform agenda as a larger amalgamated locdl governmerit
is likely to simply maintain service levels occurring at the time of amalgamation.

! Minister for Local Government, Ministerial Circular No 01-2009, 5 February 2009.
9



The council should be mindful that a number of activities are delivered with minimail
resources and by some staff working well in excess of reasonable hours and the capacity to
reduce services without further impacting on staff is limited.

Part A Recommendations

A1 That the Council identifies strategies to stimulate and support the local economy that
do not Include staff redundancies.

A2 That given the Minister for Local Government's proposal fo resiructure local
government, the Council not prune expenditures or reduce service levels at this time
to ensure that the Shire's current position Is not weakened in the face of poteniial
amalgamation with other local government districts.

Methodology

The following methodology was used in undertaking this project:

e

N

8.
?.

Analysis of Forward Plan 2008/09 — 2012/13-
Examination and analysis of 2008/09 Budget
Preparation of draft schedule of dll activifies as “Core” or “Non-Core™
Preparation of questionnaire to collect various statistics Including road lengths,
maintenance frequency, access numbers, building licences, planning applications,
heath inspections, Grants Commission assessments, etc
Meetings with CEQ and Senior Staff to confinm / clarify:

a. staff numbers / assets deployed

b. various statistics collected through questionnaire

c. exact dllocation of fime and resources to various activities

d. any historical context of services funded
Desktop review of other similar Council structures / suggested siructure
Identification of possible areas whetre services may be reduced, savings may occur,
efficiencies can be improved, ditemative service delivery options or where
additional resources are required
Preparation of draft report
Presentation to Councillors and senior staff on outcomes included in final report

The three main parts to this report are Part B which addresses ‘core business’, Part C which
underfakes an assessment of the various sub-programs in the Forward Plan and Annual
Budget and Part D, which looks at staff structure.
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Shire of Nannup Statistics

Key statistics and data relevant to the shire are detailed in the following table:

Data Details
Ared 2,953km?2
Populdation {ABS Census 2006} 1.192
Rate Revenue 2008/09 $840,629
Rate Assessments 2008/09 1,060
Generdal Purpose FAGS Grant $559,674
FAGS Road Grant (Untied) $358,347
Debt {Principal outstanding) 30 June 2008 $66,286
Number of Employees 23.45
Annudl Payroll Cost $1,182,000
Local Roads Lengths

- Sedled 188km

- Unsedled 350km
Building licences July — Dec 2007 20
Building licences Jan — Jun 2008 32
Building licences July — Dec 2008 37
Planning / Development applications 2007 41
Planning / Development applications 2008 37

Source: Shire of Nannup and Australian Bureau of Stafistics

It




PART B — WHAT IS CORE BUSINESS?

“In the dynamic environment of the modemn public sector, what is core business may be
fluid. Organisational purpose and strategies, and communication mechanisms for
relaying these to staff, need fo be reviewed regularly it an agency is to maintagin high
performance.” 2

Probably since before the repedl of the Roads Board Act and the enactment of the Locdl
Government Act 1960 {“the former 1960 Act"} and certainly with the enactment of the
Llocal Government Act 1995 [(“the cument 1995 Act") the range of activities local
govemments are involved in has expanded rapidly from the fraditional services of roads,
rates and rubbish info urban planning, environmental management, emergency
management, recreation and culture and many other human services.

This diversification in activities that has occurred over the years has in part been through
cost shiffing from the State and Federal Government, but has also been driven by locdal
communities needing and demanding services to be provided locally. While additional
legislated functions have often come with promises of grant funding, local governments’
revenues have not generdlly kept pace with the increase in demand for services and the
diversification in activities has usually come at the expense of traditional services with
generdlly less local funds available for road construction and asset management.?

While the former 1940 Act was Ullra vires based 4 it provided for a large range of services
and activities which local governments could be involved in. The current 1995 Act is based
on the concept of general competence where:

“The general funcfion of a local government is fo provide for the good government of
persons in its district.” ¥

The general function of a local government includes legislative and executive functions. ¢
Legislative functions are the powers to make and enforce local laws for its district, 7 The
Shire of Nannup has three local laws cutrent at the time if this report. These are:

Shire of Nannup Refuse Site Local Law Gazetted 26/11/1999

Shire of Nannup Health Local Laws 2003 Gazetted 7/11/2003
Amended 13/10/2006

Shire of Nannup Parking and Parking Faciliies Local Law 2007 Gazetted 12/06/2007

In performing ifs executive functions a local government may provide services and facilities
in accordance with the current 1995 Act. 8 Section 3.18 of the current 1995 Act provides

2 Australian Public Service Commission — Agency Health: Monitoring Agency Health and Improving Performance 2007
(see Www.apsc.gov.au )

3 Australian Parliament House, About the House — Local Government at the Crossroads, September/October 2002,

* Local governments could only provide services and do what the Act allowed.

3 Local Government Act 1995, 5.3.1

¢ Ibid, 5.3.4

7 Ibid, 5.3.5

¥ Ibid, 5.3.18
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that a local government must satisfy itself when delivering services and facilifies that the
services that it provides:

{a) integrate and coordinate, so far as practicable, with  any provided by the
Commonwedlth, State or any public body;

{b) do not duplicate, o an extent that the local government considers inappropriafe,
services or faciliies provided by the Commonwealth, the Stafe, or any other body or
person, whether public or private; and

{c) are managed efficiently and effectively.

There is a significant amount of Federal and State legislation which local governments have
to comply with. In addition, legislation also requires local governments to undertake other
roles and in fact apply and enforce that legistation within their district.  Such legislation
includes [but is not limited to):

Dog Act 1976

Bush Fires Act 1954

Caravan Parks and Camping Grounds Act 1995
Cemeteries Act 1986

Emergency Management Act 2005

Food Act 2008

Health Act 1911

Library Board of Western Australia Act 1951

Local Gavernment Act 1995

Local Government [Miscellaneous Provisions| Act 1960
Planning and Development Act 2005 (the head of power for the Shire of Nannup Local
Planning Scheme No 3]

« Rates and Charges {Rebates and Deferments) Act 1992

Given the general competence powers provided by the current 1995 Act and as well as
statutory roles [and subject to legislative constraints}, core business is whatever local
government decides that it wants to focus on.

The Shire of Nannup Forward Plan 2008/09 - 2012/13 includes the council’s vision and
mission of the shire as well as o range of actions that the shire proposes to undertake fo
achieve ifs vision and mission. The Vision ? of the Shire of Nannup is:
“To foster a community that acknowledges its herifage, values and lifestyles whilst
encouraging sustainable development.”

The Mission 10 of the Shire of Nannup is:
“The Shire of Nannup will deliver quality services, facilities and representation in order
fo achieve our Vision."” '

It follows then that as well as performing statutory roles and subject to legislative constraints,
core business for the Shire of Nannup is whatever the council decides that it wants to focus
on fo achieve its Vision and Mission.

fosme of Nannup, Forward Plan 2008/09 —2012/13, P.9
ibid
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For the purpose of this review, core business has been categorized as either statufory core
business'! or discretionary core business'2. In performing statutory core business the council
also has some discretion as to the extent of resources that will be dllocated to that activity.

Following a review of the Shire's 2008/09 Annual Budgef and Forward Plan 2008/09 -
2012/13, activities currently undertaken have been listed as either statutory core business or
discretionary core business in the following table. Where there is discretion associated with
statutory core business, this is shown in parentheses {}:

STATUTORY CORE BUSINESS DISCRETIONARY CORE BUSINESS OR
(STATUTORY CORE BUSINESS DISCRETION)
Property rating (Mix and level or rating, annual increases,

discounts and interest charges}

Vehicle licensing agency

Investment of funds (Where funds placed fo maximise refurn and
minimise risk)
Grants sourced

Municipal elections [Postal or voling in person, exient of some
advertising]

Councilior fees and expenses | (Fees set within statutory limits)

reimbursement, frdining

Allocation of donations and financiat support to
groups and local organisations

Membership of organisations

Establish suitable structure to deliver {Staff resources allocated, fees set, IT, equipment
services and facilities, governance, and other administration support provided, level of
accounting policies, financial fees and charged adopted, reserve funds, debt
management, future planning, annual funding)

budget, fees and charges, customer
service, equipment provided

Building and garden maintenance of community

cssets

Fire confrol (Extent that fire control legislation is enforced,
resources allocated)

Animal control {Extent that animal control legislation is enforced,
resources aliocated)

Emergency management (Resources dllocated)

Health administration {Extent that hedlth legislation and local law are

enforced, inspections undertaken, resources
allocated, licence fees levied)

Pre school facilities

Community Development Officer
Youth Officer
Recreation Officer

Housing provided for staff and non-staff, aged
accommedation

Disability Access and Inclusion Plan {Resources allocated)

Household rubbish collection, recycling (Method and frequency of services, fees charged,
services, refuse sites provided management of refuse sites, local law enforced)
Town planning services (Staff resources dllocated, plans implemented,

studies and future planning undertaken)

' Activities that are required to be undertaken by law or which are essential to support those activities
12 A ctivities that the local government can decide if it wants to undertake or not and the extent of those activities
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STATUTORY CORE BUSINESS DISCRETIONARY CORE BUSINESS OR
(STATUTORY CORE BUSINESS DISCRETION)

Cemetery operation {(Fees charged, maintenance undertaken)

Public convenience provision and maintenance

Resource sharing and regional partnerships
undertaken

Public halls and recreation centres provided, fees
charged, upgrades and maintenance works

_ undertaken
Parks and reserves managed {Standard of maintenance, capital works and
enhancements undertaken)
Library services {Resources dllocated)

Road consiruction / reconsiruction undertaken
and own resources ailocated

Road and bridge maintendnce Level of road and bridge maintenance
undertaken and resources dllocated

Footpath construction and maintenance
undertaken, street sweeping, verge maintenance
and crossover construction

Car parking {Locdl law enforced)

Depot provision, maintenance and stafting

Plant and equipment provided / owned

Weed and feral pig control, environment
management, NRM and Landcare support

Tourism and area promotion, events support,
caravan park maintenance, enhancement and
fees

Building control {Resources allocated, maximum fees charged,
progress inspections undertaken)

Private works underiaken by Shire staff and fees
charged

The above list is not exhaustive and other functions can be undertaken and services
provided.

Part B Recommendation

B1 That the Council adopts the position that as well as performing statutory roles and
subject fo legislative constraints, core business for the Shire of Nannup is whatever the
Council decides that it wants to focus on to achieve its Vision and Mission.
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PART C ~ FORWARD PLAN 2008/09 —2012/13 REVIEW

The information detdiied in the various tables in this section has been extracted from the
Shire of Nannup Forward Plan 2008/09 — 2012/13 and 2008/09 Annual Budget. Comments -
are included on each sub-program.

A number of the actions have been struckthrough in line with the advice fo council on 23
April 2009 that these matters are completed/discontinued {or soon to be completed).

Sub-proaram 3.1 — Generdl Purpose Funding Rates

- DETAILS OF ACTIONS REQUIRED Estimated costs and completion year
o a8/09 09/10 10/11 11712 12/13
A | Review Council’s rating system Staff Staff
resources resources

B | Determine rates In the dollar $850,000 | $875,000 | $900,000 $930,000 1 $960,000
C | Achieve benchmark of 95% rate Staff resotirces and operating budget

collection annually

Estimated Increase over Previous Year 3.21% 2.94% | 2.86% | 3.33%_ | 3.13%
2008/09 Budgeted Rate Income ($860,629)

Comment
The three actions linked fo this sub-program are considered fo be reasonable, however

estimates of rate revenue are marginally below previous CPI forecasts of 3.75% for 08/0?
and 3.0% for 09/10 13 and likely to be well below the Local Government Cost Index (LGCI) of
4.4% for the year ending December 20084,  The Australian Governments current CP
forecasts are 1.75% to June 2010 and 1.5% to June 201115, The council should maintain the
rate base at or above growth in CPl and more closely linked to the LGCI, given that the
latter has more relevance to a local government's costs.

Part C Recommendation
C1 That the Council adopt the principle the future rate increases should be at or above

CPI and more closely linked to the LGCI given that the latter has more relevance to
local governments’ costs

In assessing 2007/08 grant dllocations, the WA Local Government Grants Commission
(Grants Commission) assessed the shire’s overdll rating capacity to be significantly higher
than actual levies as shown below:

Rate Category Assessed * | Shire Actual * | Varation$ | Varn%
Residential/Commercial/industrial GRY $295,760 $364,124 + $68.364 +23.1%
Agriculiural UV $565,791 $350,933 - 214,858 -38.0%
Mining Rates UY $23,751 $11,486 -$12,265 -51.6%

Totdl $885,302 $726.543 - $158,759 -17.9%
* Based on 2005/04.

3 WA Department of Treasury and Finance forecasts for key economic parameters cited in WALGA Economic Briefing

February 2009
" WALGA Economic Briefing February 2009

'S Budget Paper No 1 — Budget Strategy and Outlook 2009-10 p2-6, 12 May 2009
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The above indicates that {in the view of the Grants Commiission) the shire is nof rating to
capacity and that there is an imbalance between GRY and UV levies with the GRV sector
being overrated and the UV sector under-rated (significantly). [See also sub-program 10.1
below. As approximately 14% of shire rates covers costs