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DLG Integrated Planning Framework
A pretty big cost but a major opportunity
The new integrated planning framework for local government significantly
increases the importance of and requirements for asset management

planning

Very powerful tool to help councils to:

establish asset plans that meet community needs and reduce risk

achieve finance for those plans
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Waverley’s Strategic Asset Management Plan is

ASSGt Plann|ng designed to:

meet the DLG requirements,

reduce assessed costs of asset renewals, and

drop easily into our LTFS.
Waverley Council

Strategic Asset : . . . .
Management Plan (saw2) http://wavweb/publications/pdfs/LongTermFinancialStrategyl.pdf

'DECEMBER 2007

Waverley Council

Long Term Financial
Strategy 1 (LTFS1)

DECEMBER 2008

http://wavweb/publications/pdfs/StrategicAssetManagementPlan_SAMP2_Dec2007
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Asset Planning

The legislation provides a flexible and practical framework for asset planning.

Should help councils establish a more detailed understanding of:

the service levels for assets that are really required by the community
the current capacity of their physical assets to deliver those services

the cost to bring assets to a standard that meets the desired service levels

Has substantial potential to help councils to engage with the community in a
meaningful way about the services they want and how much they would be

prepared to pay to secure their future.

Using it to its full potential won't be exactly inexpensive.
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Framework for Asset Planning

DLG integrated planning framework for assets requires:

an Asset Management Strategy
includes an overarching Council endorsed Asset Management Policy

an Asset Management Plan; ie a Delivery Plan which must
cover all assets
show maintenance, rehabilitation and replacement costs
identify service standards for assets

Good governance processes including eg.:
* requirements for consultation
» continuous improvement programs for asset management capability
« solid links to financial plans — projected resource requirements and timeframes

l...l °

WAVERLEY COUNCIL
Asset Management Policy
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Asset Management Policy

Keep it simple:

Commitment Objectives Accountability Monitoring

Waverley's Asset Policy Objectives:

Stewardship:
To ensure the protection of assets for current and future generations.

Optimisation:
To ensure the asset portfolio is composed in an optimal balance to maximise
desired social outcomes at least cost and impact.

Relevance:
To continuously improve the contribution of assets to enhanced service delivery and

maintain the relevance of assets as service demands change.
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Waverley SAMP - Purpose

To assess the condition of assets
To consider what constitutes a “satisfactory standard” and the preferred
level of service from assets

To assess the costs of bridging the gap between the current condition and
the preferred service levels ‘

To control cost wherever possible

Waverley Council
Strategic Asset

To optimise investment timing and cash flows Wanagement Plan ssuea

DECEMBER 2007

- SAMPL1 — March 2006
- SAMP2 — December 2007
- SAMPS3 — Due September 2009

| |
| | ...- http://wavweb/publications/pdfs/StrategicAssetManagementPlan_SAMP2_Dec2007




Coverage

SAMPs1 & 2:

e Category 1: Roads

» Category 2: Footpaths

» Category 3: Kerbs & Gutters

» Category 4: Stormwater Drainage
* Category 5: Buildings

* Category 9: Waverley Cemetery

SAMP 4

¢ All from SAMP3 plus
¢ Category 6: Urban Open Spaces & Malls

SAMP3:

Category 1: Roads
Category 2: Footpaths
Category 3: Kerbs & Gutters

Category 4: Stormwater Drainage
(expanded from SAMP2)

Category 5: Buildings

Category 7: Retaining & Coastal
Infrastructure

Category 8: Parks & Reserves

Category 9: Waverley Cemetery (expanded
from SAMP2)

Category 10: Parking Infrastructure
Category 11: Trees
Category 12: Plant & Equipment

Methodologies

Methodologies for assessing cost/liability have been evolving

The “accounting” approaches tend to use valuation and depreciation to derive

estimates of costs to bring assets to a “satisfactory standard”

- Used commonly now to assess the financial viability of Councils

Waverley's approach is focused on assessments of asset condition and preferred

minimum standards/service levels

Takes a business excellence approach focussing on:

- conducting condition assessments

- integrating decisions with other plans and continually optimising the total asset portfolio to
increase its contribution to achieving Council’s Vision and service profile

- performance measurement and a continuous improvement plan based on 7 elements of the

Australian business excellence framework

gyt
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Likely Outcomes

Waverley’s experience so far is that the conventional method of accounting
for assets has tended in several asset classes to overstate costs to bring

assets to acceptable condition.

The alternative method has tended for us to provide a more realistic picture
of costs to achieve satisfactory standard — has tended to result in lower
cost estimates without loss of desired service.

i m
l.i-l 11
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Assessing asset condition

Assessed by using a 5-point rating system, currently described as:

- Condition 1: Good condition
- Condition 2: Minor deterioration
- Condition 3: Medium deterioration
- Condition 4: Major deterioration
- Condition 5: Unserviceable
Note: Draft Manual recently proposes the following descriptions:
- Condition 1: Excellent
- Condition 2: Good
- Condition 3: Average
- Condition 4: Poor

- Condition 5: Very poor

| .i.-l. 12
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Assessing Asset Condition

First exclude any assets you intend to dispose of.

At Waverley an Investment Strategy has been developed to determine
what should be disposed of.

Adopted as part of the methodology of the Strategic Asset Management
Plan

- Converts approx. $50 million of poorer performing assets to assets capable of
greater service delivery plus ongoing returns back to Council

_HZ m
l.i-l 13
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Preferred Minimum Standards

In adopting SAMP2 Council expressed “satisfactory standards” for assets as:

- Targets for the minimum and maximum proportions of total assets in each category
that we are prepared to see in each condition rating across a particular period

General aim is to ensure the overall proportion of road, footpath and kerb
assets in the poorer Condition Ratings of 3, 4 and 5 does not increase -
establishes a floor

With buildings we’ve taken a different approach — the minimum preferred target
is to enhance some buildings but ensure the rest don't deteriorate in total

Changes in Condition Ratings for Buildings in the P lanning Period
Rating As at SAMP 1 As at SAMP2 Expected in 10

Years

Condition 1 51% 54% 67%

Condition 2 13% 21% 22%

Condition 3 23% 16% 11%

_ N Condition 4 12% 8% 0%
] .i .I Condition 5 1% 1% 0% 14
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Preferred Minimum Standards

Acceptance that this standard is “satisfactory” is based on the assumption

that:
— Areasonable level of cyclic maintenance will be given as a priority to the assets that are in

the poorer condition ratings within the planning period.

There will be a general intention to prevent growth in the proportion of assets in Condition 4.

No asset will be allowed to slip into Condition 5 unless Council has decided to

decommission the asset.

In general it is agreed that:
- Satisfactory and in fact very good levels of service can be provided by our assets without

having to have every asset in Condition 1 all of the time.

There are enough safeguards in the various cycle intervals to prevent cost increases or a

worsening of financial sustainability over time — assuming of course that enough funding is

supplied to keep up with the cycles!

15
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Consultation on Minimum Standards

Council is now embarking on a major consultation process with community
to test whether our view of what constitutes a “satisfactory standard” or
“service level” is supported by Waverley ratepayers.
Views will differ depending on the asset.
We'll be consulting on:

- Roads, footpaths, kerbs & gutters

- Buildings

- Trees and parks landscapes
We will not consult on some assets:

- Drainage

- Retaining infrastructure

- Infrastructure in parks and cemeteries

. .i.-..
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Consultation on Minimum Standards

Views will also differ depending on the cost

Will show how much it costs to ensure the total proportion of assets in the
poorer condition ratings either “flatlines” or trends downward over time
Shows what you get for each level of investment — translated to a Rates
increase (or equivalent amount from some other income source)

Using pictures of assets in various conditions to get a common view of what

might be tolerated

Average Top Up of Existing Budget Required Per Annm
To Achieve “Flat Line” Target

Asset Category Average Top Up pa
Category 1 Roads $492,442 in a 20-year cycle
Category 2 Footpaths $472,816 in a 7-year cycle
Category 3 Kerb & Gutter $244,441 in a 7-year cycle
Category 4 Stormwater Drainage $161,000 for 10spear
Category 5 Buildings $602,523 for 10 years

| ol | Category 9 Waverley Cemetery $654,035 for 10 yéars*
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Condition
of Roads
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Roads — Condition 1 v

Near perfect condition
Very little cracking

Smooth, even surface

. .

Footpaths — Condition 3

Fair condition

Some wide cracking
and movement of
footpath slabs
Number and size of
trip hazards
increasing

20
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Kerb and Gutter — Condition 4

Poor condition

Large amount of
cracked and broken
kerbs

Significant length of
kerb displaced

21

Buildings — Condition 2

BCA compliant to
current standards

Structurally sound,
externally secure

Good condition
externally and internally,
with superficial
deterioration or minor
defects

Sound functioning plant
and equipment Bondi Pavilion South Courtyard

22




Buildings — Condition 5

Unserviceable condition

Serious deterioration — beyond
end of economic life

Structurally unsound

23

Parks and Reserves — Condition 3

Reasonable turf coverage
with some undulations and
bare areas

Minor weed infestation
Garden beds in reasonable
condition, with minor
weeding required

Park furniture safe, but
requiring some
maintenance eg. painting

24




Street Trees — Condition 3

Tree in decline eg. parts
of tree dying off

Species may not be
suitable for position eg.
large trees planted
under wires

No vigorous growth
visible

Causing minor
infrastructure damage or
interference

On Collingwood Street *

Roads — Condition Ratings

26




Discussing costs

Percentage of Assets in Condition 3 & 4 Depending o n Expenditure

20 +—J*¢

end 2007 end 2011 end 2015 end 2019 end 2023 end 2027

—&— Current expenditure —— Current + $200,000 Current - $200,000 ‘

Percentage of Roads in Condition 3 & 4 over 20
Years with average Top Up of $493,000 pa.
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—e— Current expenditure ~ —m— Current + $493,000 "Flatline"

Cost to Meet Standards

Sustainable Assets - Top Up required to Maintain As  sets to Defined
Satisfactory Standard Over 10 Years - Categories 1,  2,3,4,5,9&
Coastal Walk Stage 1

00000 r/\
00000 7\ Cost of SAMP2 top up over
o 7 LN = 10 years = $26.9 million

2ot % i
ma)  TTECON, e Lower than expected cost
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remediation)
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Data gathering

SAMP 1 & 2:
- New Pavement Management System — $60,000
- Drainage mapping and flood modelling — $200,000
- Asset Condition Survey for buildings — $210,000 (and still counting)
- Review of organisational structure for managing assets — $30,000

- Investment & Accommodation Strategy — $50,000 (plus more detailed ongoing development)

SAMP 3
- CCTV inspection of priority drains — $60,000
- Integrated Plan for Infrastructure Renewal in Waverley Cemetery — >$50,000 (some in house)
- Business Plan and asset development brief for Waverley Cemetery — >$50,000
- Condition assessment of retaining walls — $10,000 (in house)
- Parks infrastructure and landscapes condition assessment $20,000 (in house)
- Tree condition assessment — $40,000 (some in-house)

- A major review of the on-street and off-street parking system configuration - $40,000

29

Data gathering

Doesn'’t count substantial staff time — engineers, accountants, directors

Doesn'’t count cost of writing the SAMPs — strategic planners, engineers,
accountants, directors

Doesn'’t count community consultation — strategic planners,
communications & community liaison experts, media, engineers,

accountants, environmental staff, directors

But ... savings (costs avoided) in asset renewal costs will offset these
costs several times over

30




Linking it all to the Financial Plan

Step 1: Get the technical detail on condition and cost to meet preferred
minimum standards as correct as possible
Step 2: Assess real demand for services through consultation:

Develop a “language” that's accessible — can involve pictures, draw people
towards looking at the whole picture, not just their street

Asset planning, business development and income diversification helps reduce net
outlays from the community

Demand may be moderated through this process but will still exceed income for all
but the wealthiest of councils

Step 3: Use the LTFS to show the gap between demand and capacity

31

Demand

Use community strategic planning and engagement process to assess
demand.

In Waverley demand is likely to expand further especially in areas of:

- the environment

- asset maintenance and enhancement

- active recreation (capital and ongoing operations)
- community safety

- economic development

- street landscapes (clean & green)

32




Building the financial picture

Waverley’'s LTFS is structured in layers, each showing a scenario or case:

Base Layer — business as usual
Investment Strategy Layer
Sustainable Assets Layer
Sustainable Environment Layer
Operational Improvements Layer
Capital Improvements Layer

Layers are cumulative, with each layer incorporating assumptions and financial
outcomes of previous layer

Order of layers not necessarily a predetermined priority for expenditures; although
the discretion Council has regarding expenditure in each layer tends to increase
with each successive layer

33

Building the financial picture

Base Case layer — shows the financial results of delivering current
levels of service — “Business as Usual” (including SAMP2 results for
assets, current capital works program to 20014/15, and current
environmental services)

Investment Strategy layer — shows the financial results of assets
sales and reinvestment as per the adopted Investment Strategy

Sustainable Assets layer — shows the financial results of meeting
service standards for asset maintenance in SAMP3

34




Building the financial picture

- Sustainable Environment layer — shows financial results of new
programs to meet demand for greenhouse gas, water, waste and
biodiversity targets in EAP1 and EAP2

- Operational Improvements layer — shows financial results of
operational improvements anticipated from Waverley Together 2,
current unfunded service gaps and entry into new businesses
additional to the Investment Strategy

- Capital Improvements layer — shows financial results of capital
improvements anticipated from Waverley Together 2, capital works
post 20014/15 and entry into new businesses additional to the
Investment Strategy

35

Financial outcomes

Base Case — challenging!

Waverley Council LTFS - Base Case Waverley Council LTFS - Base Case
Income & Expenditure (Operating Budget Only) Income & Expenditure (Operating & Capital Budget)
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B Operating Expendiure O Operating Income | Fncl Year ‘ B Total Expenditure O Total Income. ‘
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Waverley Council - Base Case
Cash Reserve Balance
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Waverley Council LTFS - Investment Strategy
Case
Cash Reserve Balance
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Waverley Council LTFS - Sustainable Assets
Case
Cash Reserve Balance
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e Sustainable Assets layer
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Looks familiar?

Increasing number of Councils identifying a need to fill an income gap
Councils with a Long Term Financial Plan tend to be telling the same story

Probably all are making an initial assumption that existing service levels need
to be maintained as a minimum

Warringah LTFS Waverley LTFS

000
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Lessons we learned?

Trickiest part seemed to be to find a way to talk meaningfully with the
community about service levels.

Deciding the layers in the LTFS — may be very specific to a council.

Do things in stages — doesn’t need to be perfect all at once:

Compliance over 5 years might be more realistic and just as effective if staged.
Realising the need to reorganise organisational structure and resources:

- Organisational silos won't work.
- Need cross-disciplinary teams with clear leadership.
- Can't be the preserve of a single expert stream.

Realising the community will help if given good information.

Councillors - there’s lots in it for them.
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Conclusion

The framework provides a major opportunity for councils to engage with
their communities on what they want for the future without increasing risk.

Asset plans can be flexible enough to provide opportunities to spread or
contain costs:

- Provides a language to help discuss service levels meaningfully in the context of
benefit, risk and cost.

An LTFS should be accessible for easier use in community consultation.

Good early warning system providing more lead time to resolve issues of
financial pressure and demand.

Planning itself will be expensive and resource intensive but rewarding in the
long run.
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