


of the councils as separate operations as recommended by the former Boundaries
Commission Delegate. In previous de-amalgamations, elsewhere in the country,
additional plant was a major cost of de-amalgamation. Second, | have included the
costs for a Transition Manager — ideally this position would be filled by someone that
holds the trust of both communities and understands the operations of the council(s)
and the costs and tasks required for de-amalgamation. This is a 10-week
appointment and | have priced it in at a consultant’s rate appropriate for the level of
expertise required. Third, ICT costs are considerably over the estimate made by the
Council’s provider and better reflect historical costs from previous de-amalgamations
(and hence should not be subject to the kind of budget blowout that occurred during
many amalgamations). Fourth, the branding costs are based on the assumption that
both emerging councils would revert to previous logos and branding strategies.

Ongoing Costs and Benefits

To calculate the ongoing costs | consulted with staff, conducted surveys of travel
frequency, reviewed historical human resource records, reviewed the age profile of
staff, consulted with department managers, referred to the most recent local
government remuneration tribunal ruling, consulted with the current Mayor and
Deputy Mayor, attempted to consult with the State local government grants
commission (on several occasions), and took note of new legislative requirements.

According to my calculations the de-amalgamation cost payback period is just over 8
years. The ninth year should see a nett benefit, accounting for the cost of de-
amalgamation, and from the tenth year onwards annual savings should be in the
order of $451,000 per annum.

As noted earlier, where there was any doubt about savings, | opted to omit the
saving or record the lesser assured amount. Therefore, it is reasonable to expect
that the nett benefit will occur much sooner and be much greater in magnitude.
Given the previous damage inflicted on this community | was not prepared to include
any saving that | could not be completely certain of.

Notably, | have not modelled any forced redundancies (except for the current
General Manager contract). Instead | have used data on staff age and information
about retirement plans to model savings in staff expenditure based on natural
attrition. Unlike KPMG and others, | refuse to countenance the idea that any ongoing
staff member should have their job placed in jeopardy as a result of Ministerial
decision-making.

Projected costs and savings are detailed below:
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Table 3. Ongoing Costs and Savings Arising from De-Amalgamation ($°000)

Year1l | Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 | Yearl0
Employee savings 112 259 398 408 545 558 729 747 766 785
Additional employee costs 271 278 285 292 299 307 314 322 330 338
(key positions)
Additional Governance 0 0 0 0 0 0 0 0 0 0
Travel savings® 154 157 160 163 167 170 173 177 180 184
Additional Assurance costs 192 197 202 207 212 217 223 228 234 240
Additional operating grant 60 60 60 60 60 60 60 60 60 60
income (non FAG)
Additional FAG income Waiting for NSW Local Government Grant Commission response
Savings from eliminating Substantial in the order of 11% but cannot be assured therefore not included
diseconomies of scale
ANNUAL SAVING -137 2 132 132 260 265 425 434 442 451
CUMULATIVE SAVING -137 -135 -4 129 129 654 1,079 1,513 1,955 2,406

(Please note slight rounding error occurs in the table — totals reflect precise costs and savings)

A few more matters should be noted. First, governance costs relate directly to the
overall increase in the numbers of Councillors arising from a de-amalgamation. |
have conferred with the current Mayor and Deputy Mayor and they both agree that a
reduced number of councillors (relative to what existed prior to amalgamation) would
be appropriate. Accordingly, | have priced in a total of 5 Councillors for Gundagai
and 7 for Cootamundra, using the current minimum rate of Councillor Allowance
prescribed for the rural category of councils by the Local Government Remuneration
Tribunal, plus overheads. This actually results in a small annual saving (of just under
$3,000), but I have not modelled the saving in order to err on the side of caution
consistent with my overall approach to this matter. Second, reduction in
diseconomies of scale modelled in the data envelopment analysis have not been
included as a separate item. Some of these diseconomies have been captured in
more specific line items (for example, travel costs). However, there will likely be
further diseconomies captured following de-amalgamation that will contribute to
outcomes better than those that | project. | took the decision not to include savings
from mitigating diseconomies in my calculations because, whilst they are very likely,
they cannot be 100% assured. Third, | have only modelled in extra operating grant
income relating to the libraries grant. | am aware that Council has effectively missed
out on a number (or some portions) of one-off grants (like federal drought
assistance), but these cannot be counted on in the future. Moreover, | have focussed

on operating grants only, because capital grants are not included in the NSW

government preferred operating result figure. Fourth, | have not modelled in the extra
Financial Assistance Grant likely to be forthcoming following de-amalgamation. On
the 7" February 2006, the responsible Federal Minister proclaimed a variation under

6 This does not include the value of staff time lost through commuting. When staff are driving between
centres they cannot be performing their usual duties, which represents a significant opportunity cost

to Council.
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