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1. Introduction

This document presents the 10 Year Long Term Financial Plan (the “Plan”) of
the City of Wanneroo, covering the period from 2012/13 to 2021/22. |t
reflects inputs from the City’s strategic direction, elected members’ financial
management workshops, Western Australia Local Government Association
(WALGA) recommendations, consultant reports and our annual community
satisfaction survey. The Plan is a blueprint for the long term financial
sustainability of our City and it ensures that our aspirations for the community
are responsibly and prudently matched with our capacity to deliver these
outcomes.

The Plan provides an overview of the projected operating and non-operating
revenue and expenditure estimates as well as capital works and projects
expenses and funding options, which are likely to be adopted by the City over
the 2012/13 to 2021/22 periods. However, the City is facing continuously
changing circumstances and uncertain economic outlook. Accordingly, it is
vital to bear in mind that the indicative funding, revenue and expenditure,
capital works and project proposals contained in the Plan are presented as
part of a responsible and prudent financial planning process but should not be
construed that the financial figures contained in this Plan to be absolute or will
automatically be allocated to these activities exactly as shown, or funded
exactly from the sources indicated. The Plan is a work in progress and will be
enhanced and expanded over time.

Council will review the Plan and its financial projections once a year during
the annual budget adoption cycle, or more frequently if deemed necessary by
Administration. Consideration in relation to prevailing economic
circumstances and community expectations will be scrutinized and thorough
discussions between the City’'s Administration and Elected Members are
expected. The review may result in new priorities being added or planned
projects being deferred or reassessed according to the priorities established
by the City each year. Strategic financial parameters will also be reviewed
and if necessary, be adjusted accordingly to reflect the most realistic current
financial circumstances and outlook in any rating year and the impacts on
outer nine years.

The 10 Year Long Term Financial Plan demonstrates the City's visionary
community leadership with the inclusion of several significant community
projects and infrastructure developments. The Plan supports future proofing
initiatives that will bring together and support our community whilst looking to
enhance its social, environmental, financial and economic well-being.

The City of Wanneroo takes pride to present this 10 Year Long Term
Financial Plan to all stakeholders which demonstrates the City's forward
planning capabilities to achieve long term financial sustainability as well as
the City's commitment in linking its financial and organisational capacity to its
vision and strategic direction.

10-Year Long Term Financial Plan 2012/13-2021/22 4
Updated: June 2012




2. Overview of the Long Term Financial Plan

City of Wanneroo’s 10 Year Long Term Financial Plan proposes $453.3
million in capital works spending over the next 10 years for the community,
residents and ratepayers. This plan includes the delivery of assets,
replacement and renewal works as well as enhancement and development of
new facilities and infrastructure for our community.

The following information details the 10 Year Capital Works Program by
Program i.e.. Community, Corporate, Investment, Recreation, & Sport,
Stormwater Drainage, Transport and Waste Management and display the
corresponding funding source.

10 YEAR CAPITAL WORKS PROGRAM
FUNDING BREAKDOWN

$M
Municipal 217.59 48.0%
Grant 37.52 8.3%
Reserve 121.88 26.9%
Contribution 63.21 13.9%
Loan 13.11 2.9%
Grand Total 453.30 100%

10 Year Capital Works Program

Loan
3%
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10 YEAR CAPITAL WORKS PROGRAM 2012/2013 - 2021/2022
PROGRAM BREAKDOWN

Program $M

Community 78.68 17.4%
Corporate - 78.72 17.4%
Investment 8.71 1.9%
Recreation & Sport 87.05 19.2%
Stormwater Drainage 547 1.2%
Transport 149.49 33.0%
Waste Management 4517 10.0%
Grand Total 453.30 100%

10 Year Capital Works Program

Waste
Management
10%

Investment

S

Stormwater Recréétion & 2%
Drainage Sport
1% 19%

The Long Term Financial Plan reflects a responsible and sustainable financial
strategy for our City with all proposals detailed in the Plan being fully funded in
the financial model. Sources of funding reflect a responsible blend including the
use of accumulated reserve funds, borrowings, fees and charges, asset sales
and grant revenue in addition to rates.

All initiatives and services proposed within the Plan are consistent with the City's
Strategic Plan. Please refer to Section 7 for various financial reports and
analysis supporting the Plan. The City commits to utilising this 10 Year Long
Term Financial Plan as a vital tool to co-ordinate and strive for effective strategic
planning and supply all services to our community that is within our financial and
organisational capabilities, now and in the future as well as ensuring consistent
sound governance practices in place in the longer term.
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3. Mission, Values and Strategic Goals

In order to discharge its responsibilities to the community, Council has
developed a set of operational and financial objectives. These objectives
have been established both on an overall basis and for each of its
activities/programs.

With reference to the City of Wanneroo Strategic Plan 2006-2021: -

VISION
The centre for creative and sustainable growth, delivering strong, vibrant and
connected communities.

OUR MISSION

Through strategic partnerships and effective leadership we will provide
spaces, places and services that:

- build on our natural resources and cultural heritage

- create distinct and vibrant village communities

- enhance lifestyle choices

- foster economic prosperity

- encourage citizen and stakeholder participation in governance and
development decisions

QUADRUPLE BOTTOM LINE

Within the strategic plan, four pillars are referred to, being:

° Environment - a sustainable natural, built and healthy environment.

o  Social - healthy, safe, vibrant and connected communities.

° Economic - a prosperous region achieved through economic growth and
employment.

o Governance - leadership and community engagement ensures the best
use of our physical, financial and human resources.

Council's operations as disclosed in this budget encompass the following
service orientated activities/programs:

GOVERNANCE

Objectives: To provide a decision making process for the efficient allocation
of scarce resources.

Activities: Administration and operation of facilities and services to members
of Council: other costs that relate to the tasks of assisting Council.

GENERAL PURPOSE FUNDING
Objectives: To collect revenue to allow for the provision of services.
Activities: Rates, general-purpose government grants and interest revenue.
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LAW, ORDER, PUBLIC SAFETY
Objectives: To provide services to help ensure a safer community.

Activities: Supervision of various local-laws, fire prevention, emergency
services, animal control, and property and surveillance services

HEALTH
Objectives: To provide an operational framework for good community health.

Activities: Food quality and pest control, immunisation services and
operation of child health clinics.

EDUCATION AND WELFARE
Objectives: To meet the needs of the community in these areas.

Activities: Operation of senior citizens centres, day care centres and pre-
school facilities, assistance to playgroups, retirement villages

COMMUNITY AMENITIES
Objectives: Provide services required by the community.

Activities: Rubbish collection services, noise control, administration of the
town planning and regional development and community services

RECREATION AND CULTURE

Objectives: To establish and manage efficiently infrastructure and resources
which will help the social well-being of the community

Activities: Maintenance and operation of halls, aquatic and recreation
centres, libraries, golf courses, various reserves and the museum.

TRANSPORT

Objectives: Provide effective and efficient transport services to the
community.

Activities: Construction and maintenance of streets, roads, bridges, the
cleaning and lighting of streets and traffic lights, and depot
operations.

ECONOMIC SERVICES
Objectives: To help promote the City and improve its economic well being.

Activities: Economic development, the promotion of tourism, area promotion
and building control.

OTHER PROPERTY & SERVICES
Objectives: To accommodate otherwise unclassified activities of the City.

Activities: Private works, plant repairs and operation costs, Town Planning
Schemes and other unclassified activities.
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4. Background of City of Wanneroo

Council

The City of Wanneroo is situated 22 kilometres north of Perth and with an
area covering 685 square kilometres; it is one of the oldest and fastest
growing regions in Western Australia.

With a unique landscape of more than 32 kilometres of coastline, large
tracts of untouched bushland, State forest, wetlands, market gardens, and
industrial, commercial estates, and residential estates, the City is the ideal
place to see and live.

First recognised as a Roads District in 1902, the Wanneroo District held the
first Elections and Road Board Meeting in January 1903.

In 1961, the Wanneroo Road Board became the Shire of Wanneroo, and in
1985, the City of Wanneroo. The City was divided into the Shire of
Wanneroo and the City of Joondalup in 1998, and in 1999, the Shire of
Wanneroo again attained the status of the City of Wanneroo.

The City of Wanneroo remains one of the fastest growing local
governments in Australia, despite the growth in rateable properties easing
to an increase of 3.6 per cent in 2011/12. It is estimated the population will
increase by 81,000 more residents in the next 10 years from the current
population of approximately 163,913.

The City of Wanneroo consists of four ward boundaries; Central, Coastal,
North and South Ward, incorporating Koondoola and Girrawheen in the
south, to the growth areas of Yanchep and Two Rocks in the north.

Lifestyle

The City of Wanneroo is committed to increasing choice and quality of
neighbourhood and lifestyle options to ensure community needs are met for
generations to come.

We are proud of our rich cultural history and encourage residents to visit our
local heritage places to discover the secrets of our City's past.

We promote a sense of place and identity through cultural activities,
including the visual and performing arts, and facilitate access to services
and opportunities that assist youth and local community groups in a positive
way. .

Our people enjoy a healthy lifestyle and are able to participate in a variety of
recreational activities provided through our leisure and sporting programs.
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We assist the community in adapting their lifestyles to reduce their
ecological footprint.

Business

Part of the City of Wanneroo's strategic plan is to create a prosperous
region achieved through economic growth and employment. The region is
experiencing unprecedented growth, which means that we need to create
new and diverse business and tourism opportunities by offering a wide
range of support services and programs to local business, whether they are
self-employed individuals, home based businesses, and small through to
large companies.

The City plays a key role in supporting business investment, development
and growth in the area, by providing a range of services and training
programs.

Development

The City of Wanneroo is one of Western Australia's oldest and fastest
growing local government authorities. Our current population is
approximately 163,913. Growth in the short-term has slowed to 4 per cent
annually. ‘

With such a rapidly expanding population we are faced with the challenge of
delivering the necessary infrastructure to cater for our growing community's
needs, while ensuring our impact on the environment is minimised.

The City is committed to long-term investments in key projects that will help
fast track our regional development, improve existing infrastructure,
increase tourism and generate economic growth for the future. Our
Planning Strategy will guide our urban development to ensure there is a
balancing of key social, economic and environmental considerations.
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5. Legislative Framework

The principal legislation governing the City's activities is the Local
Government Act 1995 and the associated Financial Management
Regulations. This legislation requires that the City develops a financial plan
for the future of the district. This is a very important initiative because it
ensures that the proposed strategic direction and business plan for the City
over the next ten years is realistic and financially sustainable in the long
term.

The financial reporting format and income and expenses categories used
throughout this Plan and the City’s annual budget are in full compliance with
the Local Government Act 1995 and the Financial Management
Regulations. In most incidents, guidelines and/or recommendations issued
by the Department of Local Government are closely followed as a reflection
of the City’s due diligence to strive for excellent governance.

The 10 Year Long Term Financial Plan (the Plan) emphasises the important
link between the City’s strategic direction and its financial & organisational
capacity. It supports informed resource allocation decisions and provides
performance targets for the prudent use of City resources. This Plan
provides an overview of the financial resources allocated to significant
programs and activities proposed by the City over the next ten years.

Each of the operational service delivery programs currently undertaken by
the City, or proposed to be undertaken in the ensuing ten years, is also
considered in this Plan. Combined with the major capital works initiatives,
this presents a comprehensive overview of the City's financial strategy for
the next ten years.

An overall financial summary of revenues and expenditures is prepared.
Total funding required must equal funding available to make the Plan
financially sustainable. Resources assigned to each activity area in the
Plan are reviewed each year. In addition to the statutory obligation to
review the Plan and publicise it for community information, the City believes
that, as a matter of good corporate governance, the Plan requires a regular
review to ensure that it retains its continuing relevance and supports our
financial, social and environmental sustainability.

Additionally, the release of the Integrated Planning and Reporting
Framework and Guidelines by the Department of Local Government in
October 2010 has warranted changes to the structure of the Plan which are
necessary to ensure full compliance with the regulations by 30 June 2013.
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6.1

Strategic Financial Framework and Related Policies

Framework of Long Term Financial Plan

A detailed 10 Year Long Term Long Term Financial Plan (the Plan) has
been developed as part of the City’s ongoing financial planning to assist
Council in adopting a budget within a longer term framework. The Plan
includes:

10 Year Variables Assumptions
10 Year Income Statement

10 Year Summary of Reserves
10 Year Capital Works Program

The City believes that, as a matter of good corporate governance, the Plan
requires a regular review to ensure that it retains its continuing relevance
and supports our financial, social and environmental sustainability
throughout the 10-year period.

During the review, consideration is given to prevailing economic
circumstances and community expectations. The review may result in new
priorities being added or planned projects being deferred or reassessed
according to the priorities established by the City each year. Strategic
financial parameters will also be reviewed and if necessary, be adjusted
accordingly to reflect the most realistic current financial circumstances and
outlook in any rating year and the impacts on outer nine years.

This provides the City with the opportunity to:

. Update estimated income and expenditure for each year covered by
the Plan.

. Change priorities to reflect emerging opportunities or changing
circumstances.

. Add, modify or delete activities according to need.

. Respond appropriately to changes in community needs and
perceptions.

The Plan is developed collaboratively from a wide range of relevant inputs
and, when finalised, forms a persuasive guide for development of the annual
budget for successive years covered by the Plan.

10-Year Long Term Financial Plan 2012/13-2021/22
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Councillors
CEO
Administration
City's Staff

| Strategic Management Framework : |
| Strategic Budget Principles |

Expenditure

CPI

Program Stability - Long Term

-High Priority Costs: Financial Plan
Expenditure Current &
Programs Future

-Core Service
Provision
How Do
and Standards l We Fund? l

-Community

Revenue and Financing

Asset Management -
Plans Rate Setting '
-Renewal/Replacement Strategy Borrowing and
-Capital Enhancement Funding Financial Position
Program (new & upgrade Management

’ ( P9 ) Own Source Review

Intergenerational Equity

The key components of the Plan are:

Assessment of City's current financial position and organisational
capabilities of achieving longer term financial sustainability.

Ensuring alignment with the Strategic Plan 2006-2021 (Plan for the
future).

Consideration of Council’s appropriate role and responsibilities.

Ensuring strategic financial parameters are met in the short to medium
term (Year one to five).

Ensuring maintenance of high priority expenditure programs and service
levels.

Ensuring alignment with revenue and financing guidelines, including
budget principles, rating policy and investment policy

Ensuring alignment with 10 Year Capital Works Program

Ensuring alignment with internal support strategies (eg. information
technology)

Ensuring all agreed future strategies are costed

10-Year Long Term Financial Plan 2012/13-2021/22
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STRATEGIC FINANCIAL FRAMEWORK AND RELATED POLICIES

6.2 Rate Setting Strategy, Principles and Processes

In 2008 the Western Australian Local Government Association (WALGA)
and eight Perth metropolitan growth councils engaged
PriceWaterhouseCoopers (PWC) to undertake a review of the rate setting
processes and financial strategies for the outer metropolitan growth
councils of WA. This resulted in the preparation of a report (2009) entitled
‘Western Australian Local Government Association rate setting
processes, funding amenity and service sustainability of WA outer
metropolitan growth councils’.

The objective of the review was to conduct independent analysis of the
various rating and financial strategies, to offer councils a deeper insight into
the likely impacts of each strategy on long-range financial sustainability.
Based on information provided by each of the local governments, the study
examines the rate setting approach used by the eight councils in the context
of financial strategies to meet community expectations and sustain
community infrastructure.

When comparing the rate setting processes of each of the participating
councils, the following summary statement was included in reference to
Wanneroo:

“Wanneroo has the largest population of the councils included in this study.
Council forecasts indicate that Wanneroo is expected to return an operating
deficit every year over the period FY2007 to FY2018 (as is the case for
Serpentine-Jarrahdale). When considering operating as well as non-
operating revenues, the Council is projected to generate net surplus,
however given that scheme and non-cash contributions received by the
Council are restricted and cannot be used to fund operations the non-
operating revenues are less significant when considering long-term financial
sustainability.

Wanneroo has the highest proportion of properties on minimum rates,
and a rate in the $ for differential general rates that is the second
lowest, indicating potential scope to increase. The Council’s asset
renewal gap as a proportion of non current assets is the least significant
relative to the other seven councils, however reducing this gap may still be
a consideration given the Council’s projected operating deficits.”

The conclusion and recommendations stated in the study are:

“The Perth outer metropolitan growth councils are characterised by higher
population growth combined with stronger demand for provision of new
infrastructure and extra services particularly in greenfield areas, to meet the
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rising needs of their communities. In this rapidly changing environment, and
facing sustainability challenges not shared by nongrowth councils, there are
a number of significant challenges facing the outer metropolitan growth
councils in WA. In particular, the current level of rates generally appears to
be insufficient to meet all the rising community expectations for better
services whilst also eliminating the asset renewal gap of the councils.

Ultimately, based on recent trends in cost growth, with most Perth outer
metro growth councils experiencing real rises in expenditures of 2-5% per
annum [over CPl], councils will need to increase rates and the level of other
user charges by this same magnitude to retain the current level of financial
sustainability. However, to improve financial sustainability, it is likely that
councils may require even higher rate increases.”

Strategies and best practice processes need to be adopted in order for
growth councils to respond to increasing community demands, including:

s pursue more financial support to provide infrastructure and service
levels whilst also progressively reducing asset renewal gaps:

o Government support — by way of grants to fund particular projects or
to specifically reduce infrastructure funding gaps;

o developer contributions — considering the impact on housing
affordability for residents;

o own-source revenue — compared to the average fiscal for urban
fringe councils nationally, own-source revenue of the Perth outer
metro growth councils makes up a smaller proportion of fiscal
capacity. This may indicate capacity to increase own-source
revenues gradually by up to 25% on average across the eight
councils (i.e. over a number of years). However, while fiscal capacity
may assist to understand capacity to pay, willingness to pay is more
difficult to measure and will ultimately impact on the level of rates and
own-source revenue that can be passed on to a local community. In
addition revenue increases should be subject to community
expectations for the corresponding level of services received;

» consider asset rationalisation and divestments, particularly for rundown
or under-utilised assets, to both reduce the total asset renewal gap, to
fund progressive reduction of the remaining gap/or to fund new multi-
purpose infrastructure;

» adjust service levels by actively managing service expectations of
residents. Councils could offer their communities some different levels
of service quality linked to different levels of real rate increases. In
greenfield areas, community expectations are often driven by
developers and these should be monitored and defined from the
inception of a new development (rather than being debated and service
qualities lift post completion of the development); and
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» consider the steps for better practice rate setting on an annual and on-
going basis in order to better set benchmarks and targets for long-term
financial performance.

As Wanneroo is a growth council, it will continue to be subject to financial
challenges in balancing the delivery of new facilities and services against
maintaining existing services and facilities. It has been estimated that outer
metropolitan growth councils are experiencing real increases in
expenditures of between 2 and 5% above CPIl per annum. This imposes
challenges on achieving corresponding increases in revenue, particularly
the City's ‘own source’ income areas such as rates and other user charges
to retain the current level of financial sustainability.

The WALGA rate setting report and earlier systemic sustainability study
report ‘The Journey — Sustainability into the Future’, both advocate a best
practice approach for rate setting processes. The City, at its council
meeting of 10 March 2009 has adopted to use this rate setting processes as
a strategy and policy to develop annual budget and the 10 Year Long Term
Financial Plan. The processes include the following steps:

Establish the opening position
Create/Review service standards
Establish expenditure estimates
Determine asset renewal levels

Set fees and charges

Establish non-rate revenues
Determine financing options
Establish proposed rate levels
Consider ratepayer capacity to pay
0. Overall considerations

SPINooapwN=

This process is supported and will assist in delivering improved financial
sustainability by:

« Linking operating expenditure to service levels;

» Embedding asset renewal levels; and

» Ensuring ratepayer capacity to pay is a fundamental element of the
rating strategy.
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STRATEGIC FINANCIAL FRAMEWORK AND RELATED POLICIES

6.3 Strategic Budget Principles

In addition, PWC also make the following recommendation:

“In the interests of promoting financial sustainability whilst striving to meet
increasing community demands, it is critical that Councils ensure that they
are raising rate revenue as well as fees and user charges (where not
constrained by regulation) at an adequate level and based on sound rate
setting process. The core of this is rating capacity given it is the
predominant independent source of funds.”

The City’s ‘Facilities Hire and Use Policy’ provides for the subsidised use of
facilities by a range of user groups. In addition, it includes a “fair play
statement of principles” which seeks to protect the interest of the City's
ratepayers by restricting the level of subsidy to individuals and groups from
outside of the Wanneroo district. The annual impact of this policy is a
subsidy level in the order of $1.5m.

Broadening of the revenue base would reduce dependence on rates,
however rates will remain the major revenue source for most local
governments.

In order to prepare a budget in a prudent, responsible and financially
sustainable manner, the following principles will be employed in guiding the
development of the 2012/13 annual budget, together with the ten-year
financial plan:

a) The budget shall be prepared consistent with the best practice
rating strategy as detailed in the PWC report;

b) The aim is to achieve a ‘balanced’ operating budget (Improved
actual performance will enhance the closing position);

c) Extraordinary income (such as proceeds from sale of land) shall
not be used as a source of funds in the same financial year as it
is proposed to be received. (Funds will be deposited in a reserve
to be called on in subsequent years);

d) The budgeted income for investments shall be based on an
average market return as measured against the UBS Warburg 90
Day Bank Bill Index and/or the Cash Rate (unless a higher level is
certain);

e) The rate setting strategy for the next ten financial years be based
on a rate in the dollar increase of CPI plus 2-3%;

10-Year Long Term Financial Plan 2012/13-2021/22

17

Updated: June 2012




f) The adoption of the expenditure by category table to reflect the
Municipal funding capacity;

g) Explore opportunities to increase the level of commercial return
from facilities through broadening the range of products and
services provided; and

h) In developing each successive annual budget, opportunities will
be explored to achieve operational efficiencies across the
organisation.
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STRATEGIC FINANCIAL FRAMEWORK AND RELATED POLICIES

6.4 Debt Management Policy

In 2006/2007 the City entered into an agreement with the Western
Australian Treasury Corporation (WATC) for a five-year loan draw down
totalling $60.78 million. The agreement is for interest only repayments over
a fixed period, with the capital due to be repaid in December 2026. The
capital works program allocates borrowings to new or upgrade assets or
projects commencing 2006/2007. Purposes of loan borrowing may be
reviewed and amended during each budget cycle after 2006/2007 to include
new priorities being added or planned projects being deferred or
reassessed according to the priorities established by Council each year.
New purpose of allocation of loan borrowing will be proposed to Council for
approval and adoption during the annual budget adoption Council meeting.
The table below provides a transparent illustration of how the City's loan

money had been and is proposed to spend in past and future years.

Annuat Adopted Application of Total Loan Funding Required
2006/2007 | 2007/2008 | 2008/2009 | 2009/2010 | 2010/2011 | 2011/2012 | 2012/2013 | 12/13-15/16
Budget Budget Budget Budget Budget Budget Budget Budget
Project Description $ $ $ $ $ $ $
Develop Industrial Estate - Neerabup 13,000,000 | 5,200,000 | 6,091,762 | 8,959,000 | 4,618,088 218,088 218,088 -
Wanneroo Regional Museum and Library 10,000,000 | 13,400,000 | 11,616,112 | 11,905,262 | 11,060,362 | 11,060,362 | 11,060,362
Construct Community Centre - Butter 278,000 278,000 278,000 278,000 278,000 278,000 278,000
Redevelop Wanneroo Townsite 6,814,000 | 5,164,000 164,000 164,000 73510 73,510 73,510
Redevelop Koondoola Precinct 2,586,150 | 3,586,150 291,150 2,000 2,000 2,000 2,000
Pearsall Hocking Community Centre 1,620,000 1,480,000 57,776 - - - -
Gumblossom Reserve 1,140,000 - - - - - -
Develop Accessibie and Inclusive Playground | 1,127,000 222,000 222,000 222,000 222,001 222,001 222,001 -
Kingsway Regional Sporting Complex 22,213,038 | 23,913,038 | 23,911,388 | 27,065,230 | 23,737,890 | 23,837,800 | 23,837,890 4,773,254
Upgrade Aquamotion 2,000,000 5,625,000 7,926,000 7,926,000 7,926,000 7,926,000 7,926,000 -
Develop Wangara Industial Area (Lot 257) - 2,270,000 | 1,500,000 1,171,725 722,832 907,832 907,832 530,000
Develop Wangara Industial Area (Lot 15) - 6,170,000 170,000 | 2,470,000 | 2,170,000} 2,170,000 2,089,538
Pinjar Road - Wanneroo and Carosa Road 850,000 850,000 914,963 914,963 914,963 914,963 -
Ocean Reef Road - Dual Carriageway 1,000,000 1,000,000 850,008 1,076,142 1,076,142 1,076,142 -
Upgrade Rocca Way Dundebar Road - 200,000 200,000 196,400 196,400 196,400 188,000
Fiynn Drive Neerabup - Construct Road 500,000 500,000 500,000 500,000 500,000 500,000
Lot 12 FoweyLoop - 300,000 300,000 300,000 300,000 273,741
Hartman Drive Wangara - Dual Carriageway 150,000 - - - -
Kingsway Shopfront Library - - 2,600,000 - -
Yanchep District Playing Fields 2,230,000 { 2,230,000 | 2,230,000 2,149,274
Yanchep District Sports Amenities - 619,250 619,250 619,250
Yanchep Lagoon 2,000,000 | 2,000,000 1727427 1,632,427
Yanchep SLSC 2,750,000 | 3,645,750 | 3,645,750 3,485,750
Southern Suburbs Library - - - - - - 2,872,573 2,872,573
Totals 60,778,188 [ 62,688,188 [ 60,778,188 | 60,778,188 | 60,778,188 | 60,778,188 ; 60,778,188 | 19,113,807

Note: 1) In 2007/2008 the tolal identified as required for these projects was in excess of available loan funding, with Council approving o borrow the balance from
TPS to be repaid with interest upon sale of Lots at Motivation Drive. Due to subsequent adjustments this action was however not required.

Note: 2) Amounts required in 2012/2013 - 20152016 include carry forward loan funding requirements (from 2011/2012).

The loan was borrowed to develop and improve community facilities and
infrastructure, which will serve to benefit the general community for
generations to come and for the future of the district. Per the requirement
of Local Government Act 1995 and as recommended by the SSS report, the
City believes it is appropriate to set aside funding each year generated from
general funds, which is defined as general rates and general purpose
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grants per Section 6.21(4) of the Local Government Act 1995 for the
provision of the loan repayment by 2026.

Accordingly, the Council at its 10 March 2009 Council meeting approved the
creation of a new loan repayment provision, with a $2.4 million budget
allocation to a loan repayment reserve from rates and general purpose
grant revenues as a general guiding principle.

The development of the land at Tamala Park, in which the City has a major
interest, is now reaching the stage where the first lots are being created for
sale. Consequently, it is proposed that the yearly provision of $2.4 million to
the reserve be replaced by the estimated cash flows from the land sales.

The expected revenue from the Tamala Park land sales, together with the
interest earned on the funds, will fully fund the loan amount from the
reserve when repayment falls due in 2026.
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STRATEGIC FINANCIAL FRAMEWORK AND RELATED POLICIES

6.5

Investment Policy

The City believes prudent and responsible investment strategy forms a very
vital part of its success in long-term financial sustainability. The City takes
pride to state that due to our professional staff's forward planning
capabilities and close monitoring of the financial market, we had weathered
through the global financial crises in 2008 and 2009 with all our capital
investments 100% secured yielding on average 60% above cash rate in the
FY 2008 and 2009.

In February 2008, the Department of Local Government (DLG) issued Local
Government Operational Guidelines Number 19 titled “Investment Policy”

This guideline is intended as a “best practice guide” for local governments
involved in investment activities. It examines the process of constructing a
robust investment policy and identifies the key issues that should be
addressed by a local government when engaging in the investing of surplus
funds. A sample investment policy was also included in this guideline.

Furthermore, only the following highly secured investments as restricted by
the amendments to the Local Government (Financial Management)
Amendment Regulations 2012 are allowed commencing 1 July 2012:

o Authorised deposit taking institutions and the Western Australian
Treasury Corporation for a term not exceeding 12 months;

e Bonds that are guaranteed by the Commonwealth Government or a
State or Territory for a term not exceeding three years; and

e Australian currency.

The City has always maintained a conservative investment strategy with
capital protection as a prime objective. In order to further demonstrate a
prudent and responsible investment strategy, administration adopted a new
investment policy in its 18 November 2008 Council meeting. This was
reviewed in 2010 and an updated policy was adopted on 14 December
2010. The policy primarily adopts the best practice investment policy
sample from DLGRD, incorporating the Federal Government Bank
Guarantee Scheme and some minor enhancements to ensure flexibility and
prompt investment decisions be made by administration.

A copy of the investment policy is available on the City's website at
WWWw.wanneroo.wa.gov.au.
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STRATEGIC FINANCIAL FRAMEWORK AND RELATED POLICIES

6.6 Asset Management Framework

In May 2005 the City progressed its Infrastructure Asset Management
journey by participating in the Western Australian Local Government
Authority’'s (WALGA) West Australian Asset Management Improvement
(WAAMI) Program. Figures produced as a result of the programme were
used to identify funding requirements for the next 20 years and to inform the
policy on asset management.

The Infrastructure Asset Management Policy was reviewed in 2010 and an
updated policy was adopted on 4 May 2010 (IN01-05/10). This is attached
below. The main concept in the policy is to “Renew before New” for the
development of the draft Ten Year Capital Works Program by supporting the
funding for the renewal of infrastructure assets at a higher proportion of the
Capital Works Program than for the creation of new infrastructure assets.
Since 2005 the City's approach to asset management has advanced with
asset management plans now adopted for most asset classes:

Roads — Available on the City's website at www.wanneroo.wa.gov.au.

Pathways — Available on the City’s website at www.wanneroo.wa.gov.au.

Buildings — Available on the City's website at www.wanneroo.wa.gov.au.

Drainage — Approved by Council, will be available on website soon.
Parks — Drafted and due to go to Council in 2012

Natural Assets — Under development

All of the existing asset management plans are being reviewed during 2012
and will be submitted to Council for consideration prior to development of the
2013/14 — 2022/23 10 Year Long Term Financial Plan. These plans will all
be presented at one meeting to give an overall picture of the total funding
requirement in order to help make informed decisions of funding priorities
between asset classes. The predicted level of renewal funding is still
fluctuating and will continue to do so as data collection progresses and
improves and as the approach to asset management planning matures.
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ATTACHMENT

Infrastructure Asset Management Policy

Policy Owner: Infrastructure
Contact Person: Manager Assets Management
Date of Approval: 4 May 2010 — INO1-05/10

1.  Policy Statement

This policy provides an integrated and multidisciplinary environment for undertaking
infrastructure asset management in such a way as to:

1.1
1.2

1.3
1.4

1.5

2.1

2.2

Ensure that assets service the community for current and future generations;

Ensure that assets provide a level of service and risk the community is willing
to support;

Ensure the sustainable management of assets;

Encourage and support the economic and social well being of our community;
and

Allow informed decision making, incorporating life cycle costing principles.

Key Definitions

Infrastructure Assets

In accordance with the International Infrastructure Asset Manual 2006
Infrastructure Asset are ...... stationary systems forming a network and
serving whole communities where the system as a whole is intended to be
maintained indefinitely at a particular level of service potential by the
continuing replacement and refurbishment of its components. The network
may include normally recognised ordinary assets as its components. The
infrastructure assets to be considered in this policy include such assets as
roads, kerbing, drainage, footpaths, bridges, buildings, playground equipment,
public open spaces, sporting facilities and reserves.

Infrastructure Asset Management (IAM)

The combined management of infrastructure assets with consideration to
financial, economic, engineering and social planning with the objective of
providing the required level of service in the most cost effective manner.

Refer to Appendix 1 for further definitions of terms used in this Policy.

Objective

This policy aims to achieve the following:

3.1

Supports the City’s vision and strategic objectives through a dynamic
infrastructure asset management framework that will enable IAM to be
undertaken in a structured and integrated manner with consideration to full
lifecycle costing and assessment of the feasibilty and cost of future
replacement.
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3.2

3.3

3.4

3.5

Provides an essential framework and rationale for best practice 1AM decision-
making (function and standard) and informing the organisation on how it will
maintain its infrastructure asset to meet service delivery requirements.

Compliments and builds on the City’s Strategic Plan 2006-2021, and provides
a more formalised approach to |AM principles and methodology.

Provides the framework for the preparation of IAM strategies and plans for
infrastructure assets.

This policy also outlines the importance of IAM and what needs to be
considered to ensure:

3.5.1 Financial, social and environmental sustainability issues are clearly
understood and recognised by Council (ie: the Elected Members) and
its community while providing for present needs and sustaining
resources for future generations.

3.5.2 A life-cycle approach is incorporated into 1AM processes, enabling
informed decision-making to meet service needs over the life of an
infrastructure asset from planning, creation, operations, maintenance,
renewal through to disposal.

3.5.3 Level of service needs form the basis of IAM.

3.5.4 Management of infrastructure assets is undertaken in a structured and
integrated way. When assessing the renewal of an asset, upgrades are
to be considered to actively reduce the environmental footprint of the
asset and increase the opportunities for the use that the asset provides.

3.5.5 Corporate responsibility and resources are identified and established for
infrastructure assets inventory, condition, use and performance.

3.5.6 Risk management is considered as part of an IAM.
3.5.7 Legislative and regulatory requirements are achieved.

3.5.8 New innovative ways of meeting level of service requirements are
sought through continuous improvement.

3.5.9 All infrastructure asset registers are kept up-to-date and relevant to
enable accurate reporting and effective decision making.

4, Details

4.1

4.2

4.3

Custodianship

As custodians of the City’s infrastructure assets, Council is required to
represent the community as the infrastructure asset owner to ensure that
infrastructure assets and services are maintained for present and future
generations at an equitable cost.

Technical and Professional

Administration has a responsibility to provide technical and professional
advice to Council so that it is in the position to make the best decisions on
behalf of the community.

Consideration by Council
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Council will, as part of its consideration of IAM:

4.3.1 Involve and consult with the community and key stakeholders on determining
service standards when developing level of service for each infrastructure
asset function;

4.3.2 Act as custodians of infrastructure assets on behalf of the community and as
part of providing quality infrastructure and community facilities, undertake to
develop industry standard, affordable and financially sustainable IAM Plans
that include defined level of service for each infrastructure asset function;

4.3.3 In accordance with the City’s Strategic Plan 2006-2021 and associated Long
Term Financial Plan, provide quality infrastructure assets that support
services that are appropriate, accessible, responsive and sustainable in
accordance with the defined needs of the community;

4.3.4 Manage infrastructure assets in a systematic and sustainable manner;

4.3.5 Ensure infrastructure asset information is accurate and up-to-date, allowing
for appropriate planning, both in the short and long term, and for informed
decision making to occur;

4.3.6 Manage its infrastructure assets utilising a team approach through a multi-
discipline cross-function Infrastructure Asset Management Steering
Committee (IAMSC); ~

4.3.7 Allocate appropriate resources to ensure IAM practices are undertaken
effectively, including timely maintenance and renewal to ensure that lifecycle
costs are optimised for both existing and new infrastructure assets;

4.3.8 Prior to the consideration of any major works/renewal or improvement to an
Infrastructure asset, undertake a critical review of the need and whole of life
cost of that infrastructure asset, including capital, maintenance, operating,
renewal, refurbishment, upgrade and disposal costs;

4.3.9 Utilise the ‘Renew before New’ concept for the development of the draft Ten
Year Capital Works Program

4.3.10 Considers the outputs of the annual renewal gap modelling analysis
undertaken as part of the Western Australian Asset Management
Improvement (WAAMI) Program in the development of the Ten Year Capital
Works Program and Long Term Financial Plan.

4.3.11 Adopts an annual infrastructure works budget that reflects the objectives of
IAM, with adequate funding allocated for maintenance, capital renewal and
capital upgrade of existing infrastructure assets;

4.3.12 Continually seeks opportunities for multiple uses of infrastructure assets.

4.3.13 Ensure that the roles and responsibilities for all infrastructure assets are
well defined, understood and assigned appropriately;

4.3.14 Develop and implement a framework for the evaluation and prioritisation of
infrastructure related projects based on demonstrated need for the
infrastructure assets; and

4.3.15 Develop and apply consistent construction and maintenance standards to
infrastructure assets built by the City and through the community and/or the
land developer.
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5. Policy Application

This policy applies to Council, executive management, staff, committees of
management, the community and land developers involved in development of new
infrastructure assets and operation, maintenance, refurbishment, renewal,
upgrading and disposal of existing infrastructure assets.

6. Roles and Responsibilities

In order to support this policy the following key roles and responsibilities and
commitments are identified:

6.1  Council
6.1.1 To act as custodians for infrastructure assets;

6.1.2 To set corporate IAM policy with linkages to the City’s Strategic Plan
2006-2010 and Long Term Financial Plan;

6.1.3 To set levels of service risk and cost standards associated with
infrastructure assets;

6.1.4 To approve and review |AM plans and monitor the outcomes;

6.1.5 To ensure appropriate resources and funding for 1AM activities are
made available to integrate 1AM policies, IAM strategies and IAM plans
into the corporate governance framework;

6.1.6 To provide consistent and transparent decision making processes
based on adopted criteria; and

6.1.7 To provide an advocacy role with state and federal governments and
the community.

6.2 Chief Executive Officer and the Executive Management Team (EMT)

6.2.1 To continually promote IAM across the organisation, and with Council
and the community;

6.2.2 To validate and challenge proposals to ensure they meet the City's
Strategic Plan 2006-2021 objectives and community service needs;

6.2.3 To develop and continue to refine the overarching 1AM policy and 1AM
strategy through relevant linkages to the City’s Strategic Plan 2006-
2021;

6.2.4 To foster and support a multi-discipline, cross-functional responsibility
for IAM;

6.2.5 To monitor the performance of the staff in implementing I1AM;

6.2.6 To ensure community and key stakeholders inputs are integrated into
IAM plans;

6.2.7 To ensure staff are appropriately trained and skilled to perform the
required IAM functions;

6.2.8 To ensure that accurate and reliable infrastructure asset information is
presented to the Council for informed decision-making; and

6.2.9 To provide effective communication between staff, Council and the
community.

6.3 Infrastructure Asset Management Steering Committee (IAMSC)
6.3.1 To develop, implement and review |IAM plans;

6.3.2 To continually seek innovative ways of meeting service needs;
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7.

Responsib

6.3.3 To undertake regular reviews of the 1AM policy;
6.3.4 To champion the development and implementation of the IAM strategy;

6.3.5 To develop IAM plans, using the International Infrastructure Asset
Management Manual as a guide, documenting required allocation of
funding and improvement plans for individual infrastructure asset
groups, using the principles of lifecycle analysis;

6.3.6 In consultation with the community and key stakeholders, identify [AM
levels of service for the Council’s consideration/approval;

6.3.7 In accordance with the approved Council level of service, deliver those
services to agreed risk and cost standards;

6.3.8 To ensure the efficient and effective use of funds as approved by
Council and optimising life cycle cost of all infrastructure assets;

6.3.9 To provide effective communication between staff and the EMT;

6.3.10 To develop and implement maintenance, refurbishment and capital
expansion, capital upgrade and refurbishment/renewal programs in
accordance with IAM plans;

6.3.11 To develop and implement procedures that ensure the infrastructure
asset database is maintained and updated and provide required
reports to Council to meet their statutory and legal responsibilities; and

6.3.12 To promote and raise awareness of IAM to Council, staff, users and
community.

Implementation and Review

Review of this policy shall take place every two years

ility for Implementation

Director Infrastructure

Versions Next Review Record No:

4 July 2006 516924

4 May 2010 - IN0O1-05/10 October 2012 TRIM: 10/1009
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APPENDIX B: DEFINITIONS
Financial Sustainability

The extent to which a Council’s financial capacity, including funding provided
through own-source revenues and Government grants, is sufficient over the
foreseeable future to allow the Council to fund the spending that is necessary to
meet both its existing statutory obligations and any associated spending pressures
and financial shocks without having to introduce substantial or disruptive revenue
(and expenditure) requirements.

Gross Rental Valuation (GRV)

Method of rating that involves a fair annual rental value being determined for a
property and then a rate in the dollar amount set by the Council is applied to the
value of determine the annual rates amount.

General Funds

Defined as rates and general purpose grants as per Section 6.23 of the Local
Government Act 1995 —

“general funds” means the review of income from —

(a) general rates;

(b) Government grants which were not given to the local government
for a specific purpose; and

(c) such other sources as are prescribed.”

Maintenance Expenditure

For the purpose of this review, maintenance expenditure is defined as spending on
an existing asset which is periodically or regularly required as part of the
anticipated schedule of works to ensure that the asset achieves its economic life or
period of service between renewal. Maintenance expenditure:

o does not increase the asset’s service potential or life;

o is essential to ensure the safe and effective operation of the asset during its
period of service;

o may be planned or unplanned;

e includes associated labour costs as well as costs of materials and
contractors; and
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° can include both annual routine maintenance, and the rehabilitation of assets
that have prematurely degraded because they were not routinely maintained
in the past.

Maintenance expenditure excludes parks operating expenditure, but includes parks
maintenance costs.

Operating Surplus (deficit)

Defined as total operating revenue less total operating expenses (ie excludes any
non-operating amounts, eg. Non-operating grants and subsidies; non-operating
contributions, reimbursement and donations; contributions for the development of
assets; profit on asset disposals; and loss on asset disposals.)

Renewals Capital Expenditure

Renewals capital expenditure is defined as ‘expenditure on an existing asset which
returns the service potential or the life of the asset to its original level. This can
involve an asset being periodically renewed to reinstate its service potential or
being replaced at the end of its economic life. As it reinstates existing service
potential, it has no impact on revenue, but may reduce further operating and
maintenance expenditure if completed at the optimum time. Such expenditure is
capitalized.

Unimproved Valuation (UV)

Method of rating that involved the estimation of a property’s value in an
‘unimproved’ condition.

Upgrade Capital Expenditure

Upgrade capital expenditure involves expenditure on an existing asset, which
enhances that asset so as to provide a level of service that is greater or increases
the life of the asset beyond that which it had originally. As the expenditure
increases the asset's service potential or life beyond its original level, it is
capitalized not expensed.

Own Sources Revenue

Relates to revenue that is not received in the form of grants from other tiers of
government. Calculated as total operating and non-operating revenues less any
grants and subsidies.
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DISCLAIMER

This report is provided for informational purposes only and may not be relied
upon by any person except with the City of Wanneroo’s (CoW) express
written consent. CoW acknowledge that the report may be made available to
the public, without obtaining CoW’s consent.

This report is subject to any assumption noted in it, as well as the
assumption that the current economic, political or commercial environment
does not materially change. CoW does not warrant or guarantee any
outcome or prediction in this report, or arising from reliance on it.

The information in this report is provided by CoW in good faith on the basis
of information available and supplied to CoW. CoW has not independently
verified the information supplied to it. Accordingly, CoW does not represent
that the information contained in this report is accurate or complete, and it
should not be relied upon as such. CoW is under no obligation or duty to
notify anyone if there is any change in any information or any new
information, or if it forms a different opinion at any time after the date of this
report.

To the extent permitted by law, neither CoW nor any of its employees,
contractors, servants or agents accept any responsibility or liability
(including, without limitation, liability in negligence) for any expense,
damage, claim, cause of action, loss or costs incurred by any person,
directly or indirectly, relying or acting, or refraining to act, on the basis of the
content of this report.
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