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Important Notice

Inherent Limitations

This report is given subject to the written terms of KPMG’s engagement. This report has been prepared as outlined in the
Scope section (page 10). The services provided in connection with this engagement comprise an advisory engagement which
is not subject to Australian Auditing Standards or Australian Standards on Review or Assurance Engagements, and
consequently no opinions or conclusions intended to convey assurance have been expressed.

No warranty of completeness, accuracy or reliability is given in relation to the statements and representations made by, and
the information and documentation provided by the Northern Tasmanian Councils consulted as part of the process.

KPMG have indicated within this report the sources of the information provided. We have not sought to independently verify
those sources unless otherwise noted within the report.

No reliance should be placed by the Councils or Department of Premier and Cabinet on additional oral remarks provided
during any presentation, unless these are confirmed in writing by KPMG. KPMG is under no obligation in any circumstance to
update this report, in either oral or written form, for events occurring after the report has been issued in final form.

The findings in this report have been formed on the above basis.
Third Party Reliance

This report has been prepared at the request of Department of Premier and Cabinet and the Northern Tasmania Councils in
accordance with the terms of KPMG’s engagement letter/contract dated 8 November 2016. Other than our responsibility to
the Councils and the Department of Premier and Cabinet neither KPMG nor any member or employee of KPMG undertakes
responsibility arising in any way from reliance placed by a third party on this report. Any reliance placed is that party’s sole
responsibility.

This report is provided solely for the benefit of the parties identified in the engagement letter/contract and are not to be
copied, quoted or referred to in whole or in part without KPMG’s prior written consent. KPMG accepts no responsibility to
anyone other than the parties identified in the engagement letter/contract for the information contained in this report.
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The Mayors and General Managers,

West Tamar Council, George Town Council, Dorset Council, Break O’'Day Council,
Northern Midlands Council, Meander Valley Council, Flinders Council and
Launceston City Council

Shared Services Feasibility Study

KPMG is pleased to present our Condensed Final Report into options for shared
services between the group of eight northern Tasmanian councils. In summary, the
study has found:

— The region covered by the eight northern councils represents approximately
one third of Tasmania’s land mass and population. The City of Launceston
stands out from the other seven councils, with a population and staffing level
that is almost that of the other seven councils combined

— The region more generally possesses some higher levels of economic and
social disadvantage with an ageing population profile in excess of the
Tasmanian median and with five of the eight councils forecast to have a
population decline by 2030. This will put pressure on the capacity of many
councils in the region to raise revenue and maintain service levels. Itis
therefore of critical importance that the councils maximise the efficiency of their
service delivery models using innovative approaches. These observations
have assisted the councils to develop a shared understanding over the course
of this study that simply maintaining the current arrangement is not an option

— The councils possess much in common in terms of vision, guiding principles
and services, but have each adopted various approaches to the delivery of
those services in terms of staffing levels, information systems and business
processes. These fundamental differences create many challenges in moving
to some of the ‘whole-of region’ shared service options contemplated by this
study

kPMG

Tel +61 (3) 6230 4000
Fax +61 (3) 6230 4050

— There is a spectrum of shared service options conceptually available, with
some case studies found that point to shared service success stories.
Other independent evaluations point to many of the less successful
attempts at shared services in government and the range of challenges -
governance, political, process and financial - that have impeded the
implementation of shared service models

— The more complex shared service models on the spectrum, involving the
formation of a separate, jointly owned entity, or centralised service delivery
with one council (most logically Launceston) have been found to be not
attractive from many perspectives — financial, political, operational - due to
the range of systems and processes that would need to be migrated and
the disruption that would follow

— Accordingly, this study has concluded that the ongoing and incremental
expansion of resource sharing at sub-regional levels, along with some
whole of region initiatives including joint contracting for selected services
and migration to a single information management platform, is a more
sustainable pathway for the region to adopt

— An immediate opportunity for the councils that will require a long term
implementation is focused on the need to move to common technology
platforms (specifically networks, infrastructure and applications) in order to
fully leverage the combined scale of the councils. This reform can drive
harmonization of business processes and deliver ‘back office’ efficiency
gains that can be reinvested into community facing services

— The governance over these initiatives, informed by the Common Services
Model, adopted by Brighton and its partnering councils, may provide the
structured approach required for the northern councils to move forward.

We thank you for the opportunity to have undertaken this study.

e

-"'-\:L_ v\"‘ \
Tim Rutherford David Richardson
Director Director



LONIeNnts

The contacts at KPMG
in connection with this
report are:

Paul Green
Enterprise Advisory
Partner, KPMG Tasmania

Tel:  +61 (3) 6230 4000
pjgreen@kpmg.com.au

Tim Rutherford
Enterprise Advisory
Director, KPMG Tasmania

Tel:  +61 (3) 6230 4000
trutherford1@kpmg.com.au

David Richardson
Enterprise Advisory
Director, KPMG Tasmania

Tel:  +61 (3) 6230 4000
dbrichardson@kpmg.com.au

Headlines

1. Introduction

2. Current situation
Northern Councils Overview
Service Profile
Financial and Employment Profile

Community Profile

3. Shared Services Options
Establishing services suitable for shared services
Shared Services Models
Overview of the options
Summary assessment of the options

Financial modelling results

4. Recommendations and next steps
Recommendations
Implementation overview
IT implementation

A potential governance model

Document Classification: KPMG Confidential

Page

12
13
14
15

17
18
19
20
21

23
24
25-26
27



KPMG

cading

This section distils the key messages arising from this study



Northern Tasmanian Councils

SNAed ServICeS oty Headines

Background
(Sections 1-2)

Current state
(Section 3)

The northern region of Tasmanian councils comprising Break O’Day, Dorset, Flinders, George Town, Launceston, Meander Valley, Northern Midlands
and West Tamar (the northern councils) have come together with the support of the Department of Premier and Cabinet (Local Government Division) to
explore possible resource sharing/ shared services reforms, within the context of improving their capacity and performance.

The northern councils have collectively ruled out amalgamations at this point. Accordingly, the project objective was to investigate the merits of a shared
services model for the eight participating councils, having regard to the principles set by the Minister for Local Government - Be in the best interests of
ratepayers; improve the level of services for communities, preserve and maintain local representation, and ensure that the financial status of the entities
is strengthened.

A Steering Committee comprising the General Managers of the northern councils and other senior support staff have worked in a highly constructive and
collaborative manner over the six months of the study. In some ways, the process of working through the study has been more valuable than the
final report, and this should provide a strong and collegial platform to progress the outcomes of this study.

Community profile

The study has found that Launceston is by far the most population dense municipal area, followed by West Tamar. These two councils represent over
half of the eight combined councils in terms of rateable properties and population. The population profile of the northern region also presents challenges
for the councils. The study has found the northern councils’ population is projected to age at a faster rate than the rest of Tasmania. Launceston, Break
O’Day and West Tamar are the only councils that are projected to have growth in their populations. Five of the eight northern councils have a higher
reliance on government support than the Tasmanian average and six of the eight councils possess average or lower than average economic advantage.
These study findings will exert further pressure on the revenue raising capacity of councils in the longer term, all else being equal.

Financial profile

The study has found the northern councils have varying financial profiles, reflecting their diverse scale and service mix. Though all the councils generally
present a reasonable financial position, the study identified some financial pressure points evidenced by four of the eight councils reporting underlying
deficits in 2015-16, with the average overall result being substantially lower than the Tasmanian average, in both dollar terms and in the operating
surplus ratio. In addition, six of the eight councils have reported consistent operating deficits over the last three years. This suggests there remains
scope for the councils to pursue initiatives that will further improve operational efficiency.

Service profile

The councils share many common elements in their vision and guiding principles. The councils also provide many similar services that are central to
their core role in serving their communities - asset maintenance, waste management and development services. Many of the supporting functions for
these services are therefore also similar — finance, payroll, human resource management etc. However, some of the northern councils provide some
unique services, such as an airport, pools, sports stadiums, rural health and childcare. For many of the common services, the councils have adopted
different approaches to service delivery in terms of staffing levels, information systems and business processes. This variability of services adds to
the complexity of aiming to move to some of the shared services models with minimal disruption to council operations.
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Northern Tasmanian Councils

SNAed ServICeS oty Headines

Current state
(Section 3)

Shared service
options
(Section 4)

Organisational profile

The northern councils collectively employ 854 full-time equivalent staff, of which 431 are employed by City of Launceston. The combined wages bill for
the councils amounts to around $68M p.a. of which $31M can be attributed to the City of Launceston. The councils are therefore a major employer in the
region and make a significant contribution to the north eastern Tasmanian economy.

The organisational structures of the councils have much in common, again reflecting the broadly similar scope of services provided. Each council has its
own industrial agreement, highlighting the wide range of differing terms and conditions of employment for many staff providing broadly comparable
services.

The councils have each adopted their own core financial and information management systems. There are five different finance systems and six
different systems used to support engineering services (asset management, spatial science etc.). The diversity of information management systems
across the councils, and the associated differing business processes presents a particular challenge to the pursuit of shared services.

The study has explored the range of services delivered by the councils, and the Steering Committee has guided the study to focus on shared service
opportunities for key common service areas — corporate services, engineering services and waste management services.

The councils currently expend approximately $21.M p.a. on these ‘in-scope’ services, of which approximately $15M p.a. is salaries for 183 FTE.
Expenditure on these services represents around 12% of the $184M of total operating expenditure of the northern councils.

The study has also explored the spectrum of shared service ‘models’ that are conceptually available, ranging from simple contracting between councils
through to more complex incorporated joint ventures.

Having regard to the services in scope, the study was able to distil the spectrum of options into four core alternatives:

1. Optimising the current arrangements - extending the current range of services already being delivered between the councils in various sub-regional
arrangements

2. Joint contracting/ outsourcing — combining all the councils onto common contracts for core services and outsourcing these functions where feasible
3. Contract service model - empowering a single council to centrally deliver the shared services to the other councils on a fee for service basis

4. Incorporated joint venture — establish a separate shared services entity (using the enterprise provisions of the Local Government Act) to centralise
the shared services and deliver those services back to the councils

A literature review found there are a number of examples of the different shared services models in existence, nationally and internationally. However,
the study also found a number of other independent reviews of shared services that identified the failures of attempts to build shared service models, the
lessons learnt from those failures and guidance notes to others contemplating shared service implementations. Some of the more common keys to
success are avoiding opt-in/ out-out options, effective governance arrangements, leadership, persistence, change management/
communications and standardising core information systems and processes before sharing services.
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Northern Tasmanian Councils

SNAed ServICeS oty Headines

Assessment of
the options
(Section 5)

Opportunities

and next steps
(Section 6)

In considering the four conceptual options in consultation with the Steering Committee, it became apparent that all possessed various advantages and
disadvantages from a political, financial and operational implementation perspective. In the assessment of those options, the study found:

— there are elements of Option 1 (extending current resource sharing arrangements) and Option 2 (joint contracting for selected services such as waste
management) that could ‘blend together’ in a ‘cocktail’ of opportunities to optimise the current arrangements

— Option 3 (Contract service model) presented a range of political and implementation changes and a financial cost/ benefit outcome that would not
favour that option

— Option 4 (Incorporated Joint Venture) presented similar challenges to Option 3, but with an even less attractive financial cost/ benefit outcome

On balance, the study has concluded that the greatest gains can be made by all of the councils adopting common IT platforms. That will provide
a foundation on which to extend the current resource sharing arrangements, with wider joint contracting for common services (e.g. waste
management, debt collection, legal services) at both sub-regional or whole of region levels.

The financial modelling of all of the options, and especially the blended Option 1/2 can at best be indicative, as this is dependent on a wide range of
variables such as the services selected for sharing, the breadth of council participation and the complexity of implementation . For Option 1/2, estimated
recurrent savings of $3-4M p.a. across the region may be achievable set against implementation costs in the wide range of $0.5-$4M. This would represent
savings of around 15% of the current operating expenditure on these services.

A range of 13 (or more) opportunities/ recommendations for shared services have been identified that form the ‘cocktail’ of initiatives. These extend the
current resource sharing occurring between the northern councils into new areas and require genuine examination of joint contracting at sub-region and
whole of region levels. As noted in the literature review, factors critical to the success of shared service reforms are:

1. The formation of an effective governance/ management model with resources to progress the initiatives
2. The harmonisation of information management systems by the participating entities onto common platforms

3. A ‘one-in, all-in’ approach that does not easily allow opt-in, opt-out when its suits the preferences of individual councils to the detriment of
the councils of the northern region as a whole

In light of the emerging favoured option, the study has explored the Common Services Model, led by Brighton Council. That model has attracted some
positive independent evaluations as an innovative approach to resource sharing in local government. The northern councils may not yet be prepared to
replicate a model such as that in the northern region. However, there are some elements of that model, including a structured and effective governance
model, a Common Services Contract that binds the participating councils, and fee-for service pricing arrangements that provide insights into an approach
to shared services that would be robust, enduring and deliver real efficiencies to communities in the northern region of councils.

In concluding, the study has arrived at a way forward that is more evolutionary than revolutionary. That was not the expectation on commencement.
However, there are elements of the solution that would be a major departure for the councils from the status quo, significantly break down existing silos and
develop genuine regional cooperation. Such reforms would surely improve services and financial sustainability and be in the best interest of rate payers.
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This section outlines the scope and approach to the study



Northern Tasmanian Councils

RECUIeMents

Scope

The northern region of Tasmanian councils comprising Break O’Day, Dorset, Flinders, George
Town, Launceston, Meander Valley, Northern Midlands and West Tamar have come together
with the support of the Department of Premier and Cabinet (Local Government Division) to
explore possible resource sharing/ shared services reforms, within the context of improving their
capacity and performance.

The Tasmanian State Government has established that the following principles must be applied
when considering all options as they relate to local government reform:

— Bein the best interests of ratepayers

— Improve the level of services for communities

— Preserve and maintain local representation, and

— Ensure that the financial status of the entities is strengthened.

The northern councils have collectively ruled out amalgamations at this point. Accordingly
the project seeks to investigate the merits of a shared services model for the eight participating
councils, having regard to these principles. The councils have determined that the first step is to
undertake a benchmarking exercise that looks into (compares and contrasts) the financial and
service delivery measures of each council.

The objective for the project is to use benchmarking to establish a standardised evidence base
providing data on both qualitative and quantitative aspects of operations and which additionally
identifies from the data, areas of potential for resource sharing and other collaboration between
the councils.

Outcomes

1. Review the data utilised to establish council KPIs as per the Tasmanian Auditor General to
ensure that the base data provided by the councils establishes a consistent comparison for
each council.

2. Benchmark each council’s KPIs as per the Tasmanian Auditor General, in addition to any
other KPIs considered relevant, which include key measures of operational efficiency in
functions including

a)  Human resource management
b)  Corporate services — financial management, reporting, compliance, rates

c) Asset management planning — service levels, condition assessment and engineering

The study was conducted over six months with guidance provided at regular intervals by the Steering Committee comprising the

senior management of the northern councils.

d)  Asset maintenance

e)  Animal management

f)  Planning and development

g) Procurement

h)  Waste management

i) Public and environmental health

i) Information technology systems

3. Identify the services provided by each council and to what level these services

are provided, including any relevant contextual information on service differentials

4. Compare the services above (a to j), with the benchmarks established by the

Tasmanian Auditor General

5. Provide an analysis of the demographic profile of the region — current and

projected to 2025 (covering for example Age, Population, Density and Economic
performance and tourism) and include any major changes in service delivery needs

6. Make recommendations on where improvements/ efficiencies can be made in
each area of each council

7. Recommend resource sharing/ service collaboration opportunities including:
a)  Services that could be regionalised and how

b)  The potential for cost savings, service improvements and efficiency
improvements to council operations and any other stakeholders

c)  The potential for improved risk management

d)  Other potential financial benefits and impacts from a shared service delivery
model

e) The impacts on employment numbers, potential improvement in staff skills and
potential impacts on existing employment arrangements, including enterprise
agreements

8. Develop an evaluation framework which includes baseline data, benchmarks and
performance indicators for evaluating the success of the services and the ongoing
viability of the councils

© 2017 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity.
All rights reserved. The KPMG name and logo are registered trademarks or trademarks of KPMG International. Liability limited by a scheme approved under Professional Standards Legislation.
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This section provides a snapshot summary of the main features of the northern councils



Northern Tasmanian Councils

NOrthern Gounclis Dverview

The Northern Counciis have varying proflles In terms of Size, Nature and economic/demographic characternsics

-1 ( \
‘* Ummam/ P . [ g Citvof —-_I ‘ et Tames
Break O'Day h Joovica] —— @ s - —
. 5?_ i . LINDERS v ¥ LAUNCESTON Mieander Valley Councl ;'Il:;II'IIIZH.\
| . “rot &"1'\|I|”
Flinders BOUHB”
, . . Ge0rge Meander  Northem
pmmes Break0Day  Dorsgt Finders Launceston . West Tamar
Town Valey  Midlands
Geort
Townge Council Rural Rural Rural Rural Rural Rural
L . . agricultural, . Urban . .
Classification agricultural, agricultural, agricultural, . agricultural, agricultural, Urban small
West Dl (Auditor General) lar | small and | medium | |
ge arge . arge very large very large
Tamar medium
Launceston Break
O'Day Population 6,469 7,105 783 6,802 67,078 19,686 12,749 23,202
Rateable
Properti 6,297 5,279 1,190 4,354 31,147 9,897 6,850 11,813
perties
Square
Kilometres 3,256 3,228 1,997 653 1,414 3,330 5,137 691
Staff (FTE) 53.3 58.9 22.5 50.6 423.2 79.8 65.9 99.9
\Source: Report of the Auditor-General No. 8 of 2016-17 Auditor-General’'s Report on the Financial Statements of State entities /

The northern councils represent around one-third of Tasmania’s population and land mass. Launceston is by far the most population dense
municipal area, followed by West Tamar. These two councils represent over half of the eight combined councils in terms on rateable properties
and population. Break O’Day is particularly unique, as it has almost the same number of rateable properties to head of population. This highlights
the extent to which Break O’Day has a large amount of shacks and second homes, compared to the other municipal areas. To some extent this is
also the case with Dorset and George Town.

prame 1
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Northern Tasmanian Councils

SEIVICES proflie

IneNarthern Counclis provide common Services, as well as unigue Services.

Many of the services that councils provide
are central to their core role in serving
their communities e.g. asset maintenance,
waste management, and development
services. Many of the supporting
functions for these services are therefore
also similar.

However, the northern councils also have
some unique services, which arise from
the rural/urban nature of some councils
e.g. rural health, child care and museums
etc.

For many of the common services, the
councils have adopted different
approaches to service delivery in terms of
staffing levels, information systems and
business processes.

This variability adds to the complexity of
aiming to move to some of the shared
services models with minimal disruption
to council operations.

The councils also have a number of
resource sharing arrangements already in
place, between themselves and with
councils outside the northern region.

This can potentially provide a platform on
which to extend shared services
arrangements at a sub-region or whole-of-
region level.

KPMG

ommon Services

Unicue Services

( ) ( )
Corporate Services | |—| Waste Management Airport
§ J L )
e ) ( N
Development | Environmental Childcare
Services Health
N 4 \. J
4 N ( 2\
; - Rural Health
Asset Maintenance ] Economic
Development
|\ J/ \_ )
Museums / Queen
Victoria Museum &
Engineering — Tourism Art Gallery
e A .
Natural Resource Swimming Pools - AFL facility
Management 9
. J
N
Cemeteries/ Community events
- Funerals
J

The councils share much in common in terms of their vision and strategic priorities

13
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Northern Tasmanian Councils

Hnancial profle

Hall of the eight northermn counclis made an underying deficit in 201o/16, which ona combined basis was below the
lasmanian average

— Four out of the eight councils made an underlying deficit in 2015-16. Flinders made the largest deficit (relatively) due to timing of pre-paid Federal Assistance
Grants which affected the financial results. George Town also made a deficit as a result of infrastructure revaluations and a resulting increase in depreciation
charges. All councils made positive net cash flows from operations.

— George Town, Meander Valley and Flinders incur the highest average cost per FTE. Meander Valley has the longest serving employees, followed by
Launceston.

— Flinders has the highest FTE per 1000 population and rateable property, due to its small population.
— Break O’Day whilst having a fairly high FTE per 1000 population (8), has a fairly low FTE per rateable property. This reflects the large amount of shack homes.

Northern

2015-16 Results Break O'Day Dorset Flinders George Town Launceston Meander Valley Midlands West Tamar
Underlying Surplus* -$0.59m $1.55m -$1.00m -$0.81m $2.18m $0.41m -$0.55m $1.24m
Underlying Surplus Ratio* -4.4% 12.4% -21.8% -9.9% 2.2% 2.2% -3.3% 5.2%

Net Cash Flows from Operations $2.25m $2.88 m $0.23 m $1.54m $17.82 m $5.89 m $4.41 m $6.57 m
Employment Expense $4.03 m $3.40m $2.09 m $3.87 m $38.1 m $6.29 m $4.96 m $8.08 m
Average Salary (per FTE) $64,047 $66,008 $69,278 $73,276 $60,390 $69,100 $58,909 $67,799
Average length of employment 7.6 9.0 5.1 7.4 9.5 13.5 7.7 8.8

FTE per 1000 Rateable Properties 8.5 11.2 18.9 11.6 13.6 8.1 9.6 8.5

FTE per 1000 Population*® 8.2 8.3 28.7 7.4 6.3 4.1 5.2 4.3

* Data sourced from Report of the Auditor-General No. 8 of 2016-17 Auditor-General’'s Report on the Financial Statements of State entities. All other information sourced directly from Councils’ Annual Reports and raw data.

KPMG 14
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Northern Tasmanian Councils

Lommunity profie

Ageing and shrinking populations in'some areas wil significantly alfect counclis revenue base and demand for Services

Population
— The northern councils’ population are projected to age at a faster E?OTL';:'T:'M'"'" Counclis: Population Median Ags Projections

rate than the rest of Tasmania, which is significantly greater than

the national rate. Break O’Day, Dorset and Flinders have been 160,000 51 -

forecasted to age at higher rate than the other councils. 140.000 49 4

1 . e® L

— In terms of population growth, Launceston, Break O’Day and West 47 4 Ll vt

Tamar are the only councils that are projected to have growth in 120,000 45 - YL IPTTLL

their populations. Dorset, Flinders, George Town, Meander Valley 5 i yost® L _qees®®® .

and Northern Midlands have all been projected to decline in E“°°-°°° T : TTT L

population. There may be growth is some communities such as § 41 -

Perth, Longford and Evandale. 0,000 a9 4 \

eneneo®®
Income 80,000 7 A .......'lllll.l..ll
TR

— Launceston has the largest average income and the largest 40.000 NN NN

FIPPIIPPIIS

++ » ¢ ¢ Northermn Councls Walghed Average

number of income earners, followed by West Tamar. Flinders,
Break O’Day and Dorset have the lowest average income figures

. 20,000
per income earner.

— Five of the eight northern councils have a higher reliance on -

government support than the Tasmanian average. 'P'@ ,P@#P,ﬁp,ﬁgﬁﬁﬁé?é?é?g *¢ ¢+« Tesmanian Kedian Age

+» » ¢ ¢ Ausirallan Medlan Age

Socio-Economic Index for Areas = Launcsston ® Vst Tamar
= Braak O'Day = Dorsat
— Meander Valley and Flinders rank in Tasmania’s top 25% socio- = Flinders = George Town
L . = Meander Vallay = Northem Midlands
economic index. Northern Midlands, Launceston, and Dorset score
around the Tasmanian median. Break O’'Day and George Town
rank in Tasmania’s bottom 25%, indicating a lower level of
advantage.
— On a national level, Launceston, Dorset, Break O’'Day and George
Town all rank in Australia’s bottom 30%
m © 2017 KPMG, an Australian partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. 15
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This section provides an overview of the shared service options considered by this study
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Northern Tasmanian Councils

-UNCTioNS Suted 1o shared Services

The following pillars of services broadly summarise the majority of council services. In conjunction with the Steering Committee,
the scope of services for further analysis were determined. These were either assessed as being suitable for shared
procurement/contracting, or otherwise suitable for a shared services model in considering both strategic, organisational, and

financial elements.

Corporate Services

Regulatory Services

Community Services

Parks & Recreation

Civil Works

e Administrative

¢+ Human Resources ~1
* Finance
* Information
Technology
N Riskmanagement. _ »
* Marketing

Animal Control
Natural resource
management
Building Control
Building Services-
Surveying

Planning

Parking
Environmental Health

Community
Participation
Community Grants
Events

Volunteer programs
Economic
Development
Tourism infrastructure
Emergency services
Childcare

Health Services
Youth Services
Customer Service
Centres

Parks

Community
Halls/Civic centres
Sports Facilities &
other facilities
Shelters/monuments
Public barbeques
Public toilets

¢ “Waste-garbage ~ ~

\.

Roads, Streets &
Bridges

Building Infrastructure
& maintenance
Stormwater &
drainage

Waste - recycling
Waste - green waste
Waste - hard rubbish
Waste- P_uglig lini —
Marine Infrastructure-

Boat ramps and jetties

S - -

I Agreement that these services may be suited to joint purchasing/ contracting

O

1 Agreement that these services may be suited to a shared service model

Agreement that these services are not in scope for this study but may be considered for shared services at some point

KPMG
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» Spatial sciences -
Survey, GIS

* Asset Management

» Engineering design

» Contract management

\
1
1
1
1
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Northern Tasmanian Councils

RESOUICE Shanng uptions

ASPECIrUM Ol resource sharing options have been considered

The options explored in this Feasibility Study cover the following spectrum of models.

S NN EIL EIL EIL EEL I EED EED EEE BEE SEE BEE SN SEE SEE BEE BEE SEE BEE SN SN B S S S S . . . .

Self Operated
(As is)

Service Contract

Model

Contract

Strategic
Alliance

Strategic Alliance

Unincorporated
Joint Venture

Unincorporated Joint

Venture

Cooperative

Cooperative

Incorporated
Joint Venture

Amalgamation

Incorporated Joint

Venture

— No capital required to create
or support separate entity

— Very flexible to each
situation

— Each entity’s incentives may
be misaligned

— Increased risk of one entity
damaging value

— Relatively low exit cost may
result in low commitment to
long term delivery

Potential for significant cost
sharing

Partners locked together for
long term strategy

Need a collaborative
mindset to succeed in
commercialisation of
services

Highly exposed to partner
performance

Formal control mechanism
(e.g. quasi Board of
Directors)

Increased knowledge
sharing

Each partner uses its own
procedures to ring fence risk

Business risks economic
erosion through conflicting
management

Setup, as well as
operational, costs and risks
increase

Requires at least five
shareholders, each of whom
hold equal voting rights

Separate management
incentivised to deliver and
grow

Lower debt risk

Locked in to structure with
less flexibility (usually a
limited distribution of surplus
to members/shareholders)

Additional legal
requirements

Vehicle and benefit sharing
potentially aligns partners

Separate management
incentivised to deliver and
grow

Highest setup cost and risk

Locked in to initial equity
structure with less flexibility

KPMG

The structure should best reflect the core value drivers and address key risks based on the following factors:

Hnancial Benefit

Market Pressure

RISK Appetie

Organisational

Reguiatory
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Northern Tasmanian Councils

Jverview of the Uptions

In considering the shared services models available and the current state of the northern councils, the following four
options were considered for analysis.

Urection

Governance /
Operating model

(perating Impact

4 \

Option
Fxpanded resource sharng

Optimised Status Quo

Continue to build sub-
regional partnerships

Minimal change

\ Minimal change J

‘4 N\

0ption 2

Joint tontracting Model

Quick wins'

Outsource transactional

services through buying

group/joint procurement,
on a whole-of region basis

MOUSs and Joint Contracts

7 \

Option 3

gontract Service Mode!
odl

Slrelen

Shared Services
centralised in one council

Contract Service Model

K Minimal change j

\ Moderate change J

7 N\

Option 4

Shared Services Entity Model

Big bang

Shared services delivered
by a separate entity

Corporate or incorporated
joint venture

\ Maximum change/

The study found some examples of the different shared services models in existence. However, the study also
identified some failed attempts to build shared service models. Some of the more common keys to success are

avoiding opt-in/ out-out options, effective governance arrangements, leadership, persistence, change management/
communications and standardising core information systems and processes before sharing services.

KPMG
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Northern Tasmanian Councils

SUMIMary assessment

1Ne councis should expand on current reseurce sharng using a Gommon Senvices Inspired model

Option # Emerging directions

Appetite
Complexity
Financial
Benefits
Financial

— The northern councils are already undertaking some resource sharing at a sub-regional level

Option #1

Optimised
. — There is general support for further optimisation and extension of the current sub-regional resource
status quo sharing arrangements

— There is general agreement that the councils need to continue to find ways to improve services, save costs

— Some of the perceived ‘quick wins’ are not straight forward due to the existing councils’ systems and processes
UDUUH # e.g. payroll and job costing links, use of different contractors for similar services

‘Ouick Wins' — There remains scope for some expansion of joint contracting at a sub-regional and whole-of regional
level on a case-by-case basis

— There is not strong support for the ‘stretch goal’ of centralising all of the identified functions into a single council

— Indicative financial modelling suggests the cost/ benefit assessment does not support the pure form of this
Option #3 mode|

‘Stretch gga|" — There are other significant potential issues — risks, system differences, governance arrangements

— There may be scope for some of the functions to be provided using a Common Services inspired
governance model to formalise both current and potential resource sharing arrangements.

— There is limited support for the ‘Big Bang’ of centralising all of the identified functions in a separate entity

— Indicative financial modelling suggests the cost/ benefit assessment does not support the pure form of this

Option #4 model

Bigbang — There are other significant potential issues — risks, system differences, governance arrangements

— This model can be ruled out for further analysis and consideration
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Northern Tasmanian Councils

rinancialModeling Results

The financial modelling is indicative and sensitive to the assumptions employed. This is particularly so for the blended Option 1-2 scenario.
Whilst Option 3 provides some savings, these are relatively small in terms of total councils’ budget, and are dependent on efficiencies being
realised. Option 4 results in the costs outweighing the benefits, due to the larger establishment and operating costs associated with a
separate shared services entity. Implementation costs and complexity increase across the options.

Option Option 2 Option 3 Option 4

Expanced resource sharng Jont Contracting Mode! contract Service Mode! Shared Services Entity Model
Optimised status quo’ Quick wins’ ‘Stretch goal B Bang
F|nan8|a| |mDaC[ $3.3 million saving p.a. $1.9 million saving p.a. -$0.5 million cost p.a.
% 0f Total Council Budget 18% 1% -0.3%
Transmon COS[S $0.5-$4 million $3-5 million $7 million +
micative financial modelling has been undertaken for \ mhilst under Option 3 therex /Under Option 4 using \
options 1-2 combined, given that the assumptions around are savings available, they the assumptions stated,
these options are dependent upon individual decisions of are relatively immaterial in the costs of establishing
the councils. comparison to the total a shared services entity
' expenditure of the councils. outweighs the benefits.
BUnC|US|UnS The Brighton Council Common Services Agreement P _ g _
indicates savings of between $0.5 million - $1 million have The realisation of any Thls sygggsts thgt this
been achieved under that model. A saving of $3.3M p.a. savings are dependent on is a.hlgh risk opt|o_n: and
would therefore require a whole of northern region the assumptions relating to savings may be difficult
commitment to the initiatives and may take several years FTE reduction and savings to realise in the short
to materialise. from joint procurement, and term.
the costs of establishing the

& / Qntract service model. / k /
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This section outlines the way forward for the northern councils to expand shared services



Northern Tasmanian Councils

RECOmmendations

INere s acockial of opportunities that donot it neatly nto one of the conceptual models, Nowever can buld on existing
arrangements between the counclis. Adoption of common IT piatforms canbe the game changer.

Currently, the northern councils are in a position to establish and facilitate the range of initiatives outlined below. These include
outsourcing some service delivery as well as centralising the procurement of some services. These initiatives are based on the
current commonalities between services, either through systems and processes, or common providers and contractors.

Function Recommended shared service initiative/s Effort Benefit

Service Delivery

1 Finance Outsource financial processing and reporting to another council Sub region Low Moderate

2 Payroll Outsource payroll processing to another council Sub-region Low Low

3 Information Technology Move towards common IT systems
4 Information Technology Qutsource desktop support Sub-region Low Moderate

5 Risk management Adopt a consistent regional approach to risk management Moderate Moderate

6 Engineering design Centralisation and joint sourcing of design services

Contracting Services

7 Human Resources Joint contracting to source industrial relations advisory and other HR related services Sub-region Low Low

8 Legal services Joint contracting to source legal services

9 Waste collection Move toward joint contracting for waste collection services Sub-region Moderate

10 Spatial sciences/ GIS Centralisation and joint sourcing of GIS services Moderate

11 Asset management Centralisation and joint sourcing of asset management functions
12 Contract management Joint sourcing and consistent contract management models/ documentation
13 Debt collection Joint contracting to source debt collection services Whole region Low

This analysis is limited to the services determined to be in-scope as part of this Study. Adoption of common IT platforms would be a significant
first step the northern councils should progress. There are other services that could be considered under a Common Services Model. Shared

development/ regulatory services and shared management of cemeteries were out-of-scope for this study, but may be suited for shared regional

approaches in the longer term.
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mplementation

An indicative timeline for these initiatives is outlined below, as a starting point for consideration by the councils, with annual
checkpoints‘to evaluate progress and identify other potential shared services initiatives.

Short Term (0-1vear) Medum Term (12 years) Long Term (2-3 vears)

Outsource payroll processing >

Outsource financial processing
and reporting

Outsource desktop support >
8’ Joint contracting to source: Resource Sharing & joint sourcing for
© * Industrial relations advisory . Engineering GIS
S and other HR related services . Asset management
(% * Legal services . Design services
o * debt collection services . Contract management
o
©
(4/:) Joint contracting for waste collection services

management

Adopt a consistent regional approach to risk >

Move towards common IT systems (outlined on next page) >

Initiatives

Establish a Governance and Management Model
Strategic

Identify other potential initiatives for year 4 and beyond >

N

Ongoing Communication and Administration of Common Services Agreement

In light of the analysis conducted over the options, it is recommended that the Northern Councils move towards the adoption of a governance/
management model (along the lines of a ‘Common Services Model’ ) to implement, administer and manage the services going forward. Common

IT systems for the northern councils is a strategic and significant first step that can provide a foundation to many other shared service
initiatives. Any efficiency savings can then be reinvested into other community facing services.
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Northern Tasmanian Councils

mplementation

Medum Term (12 years) LOng Term (2-3 years)

Common technology platforms

The study has found that several of the northern councils have put deliberations into information system upgrades, replacements etc. on the ‘back
burner’ due to the more general climate for reform in local government in Tasmanian and, more recently, pending the direction of this study.

An immediate opportunity for the councils that will require a long term implementation is focused on the need to move to common
technology platforms (specifically networks, infrastructure and applications) in order to fully leverage the combined scale of the councils.

The benefit of common technology platforms is not in the technology cost or operations. Rather, the majority of the potential benefit in shared
platforms is in the ability to consolidate and drive synergies in processes across all operations of the councils, regardless of their physical location,
size and complexity. This includes the standardisation of all corporate applications (finance, procurement, human resources etc.) as well specialist
technology platforms used for engineering & GIS, planning & design, asset management and risk management.

Standardisation also allows for the consolidation of community facing responsibilities through effective Customer Relationship Management (CRM)
capability and the potential sharing of information across council boundaries to facilitate better outcomes through strategic planning occurring at a
regional rather than council level. This also requires all councils to commit to single processes and training methods in order that staff within one
council can operate those on behalf of other councils. This then lends itself to a single council provider model where the councils can really
leverage scale to reduce the total operating costs of the council by driving down the unit cost for transactions within it.

(7]
[
2
-
s
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=
=
(=)
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©
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=
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Due to the complex nature, long lead times and significant investment profile required for the implementation of this technology platforms
standardization, the councils may wish to commence this activity immediately on a long term planning basis in order to move closer together by
removing the current barriers that exist around consolidating significantly different systems and processes. Where there are so-called “common”
systems, the level of configuration and customization of those systems are currently materially different enough to require a reimplementation of
the systems rather than a simple integration.

The following page outlines a high-level approach to advancing this initiative. Further discussion in relation to the other shared services initiatives can be
found in section 6.1
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Northern Tasmanian Councils

mplementation

Creating a Common IT Service Structure — A structure for IT service delivery for councils that is consistently and collectively managed will enable efficiency
gains from the alignment of technologies and services. The collective scale of the councils can be leveraged to negotiate better terms for ICT service delivery
and consistent outcomes for customers and business users. A high level approach for the IT services for councils is illustrated in the figure below.

APPROACH OUTCOME

Agreement on IT

Formulate an ICT Governance
operating

model

Implement and
Revise

Define Your
Services

Agree on
strategy

4_____

IT Governance as

supplementary function to
Northern Council IT Governance broader governance
GUVERAGE ' model

A4
Aligned Processes
Standardised Training

IT Service Delivery System Management

Service Reporting and
Monitoring

Vendor and Contract Customer Security and Risk Applications
Network Management
Management Management Management Management

Innovation and . . . Infrastructure
Change Management Financial Management Project Management End User Support Data Management Management

Standard Application/s (CRM)

Standard Platform / Infrastructure
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Northern Tasmanian Councils

APotential Governance Model Tor the Northern Counclis

The northern councils currently come together as part of the Northern Tasmanian Development Corporation, looking at strategic
and outward-focussed opportunities for the region as a whole. However, there is currently no governance framework in place
between the councils for internal shared services arrangements, as these have been established on an ad-hoc basis.

An appropriate starting point for the northern councils would be to establish a governance/ management model that can be
informed by the learnings of the Common Services Model led by the Brighton Council. This would involve the councils coming
together to identify, plan and implement opportunities to undertake shared initiatives at a whole-of-region or sub-regional level.
This model is outlined below.

pU(DUS@ Operation and delivery of services
Cﬂal[maﬂ Set UD Sinking Fund — contributions from all members
- * Administration of Agreement and coordination of services
UD“QHHUHS UT * Reviewing services and fees
CWBT AGITHHISUEHU( mBmDefS . Establish any specific and relevant rules for delivering
services
Day_m_gay A Manager would be responsible for co-ordinating meetings,
. and associated correspondence. They would also provide some
OI/J[ Bfﬂ BO HC” Q maﬂagemeﬂ[ reporting to the Committee, and a general oversight role.

The Chief Administrator is responsible for providing regular
|ﬂU€UBﬂUBHCe aﬂd reporting to the committee, as well as administration of the
i i Sinking Fund and other costs associated with the model. Their
C[]ﬂﬂl[)t (GSOM'DH role also manages conflict resolution.

Goodwill, trust and collegial spirit between the northern councils’ General Managers has been strengthened over the course of this
study. It will be important for this to continue to be nurtured so that momentum to pursue the implementation tasks is maintained.
An effective governance model with adequate resources to drive the initiatives is critical to success.
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