Attachment E - Asset Recycling



Asset recycling re-cap

What is it?

Asset Recycling Is essentially the sale of assets to enable the
Investment into other assets.
Asset Recycling aims to release cash “tied up” in assets where:

o The asset is not aligned to council strategies

o The asset is performing poorly

o The council has over-invested
Asset recycling aligns with councils shift to value service delivery rather
than the assets themselves. It opens up opportunities for council to

deliver services in new ways e.g. delivering a service through a leased
building rather than council building a new one.

Asset recycling Is not a sustainable long term funding source. There is
a limited supply of significant assets available for recycling.



Approach to assessing council assets
1. High Level classification

[ Characteristics ] Recycling? Levers
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Approach tO asseSSing CounCiI assets Council’s core business is to deliver

= services and outcomes
2. proposed decision process Assets are not held for financial returns

Does council asset ownership align to Council should own the

Purpose current strategic priorities? asset

If council had cash would it retain asset X A decision to retain ownership should

rather than investing in project Y? Yes consider_alternat_ive_ use of the capital_. Is
there a higher priority use for the capital

invested in the asset?
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Priority

Does the asset meet appropriate service
levels or providing an appropriate return on
investment?

Is asset ownership affordable? Whole of
Yes life costs?
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Performance

Can other providers or a non asset
approach deliver services and strategic
priorities?

Can strategic priorities be achieved
No through different delivery models?

\ 4

Process

A 4

Council may need to

Council should consider selling the asset
own the asset




Pipeline over next 4 years

FY 2020/21 FY 2021/22 FY 2022/23 FY 2023/24

$244m « $210m > $454m
. . . To be identified
[ Rgggsrfd ][ Identlfled$fg(c)lrgpproved ][ Idgggl;lrc]ed J[ 50m |$300m
(3 years at $20m

[ Car park concession

: $100m ] Other commercial opportunities
Commercial [ PP ] 250m
- [ Prepaid leases ] $140m $

$10m

Business Business opportunities ]
| 2 $40m

Noting we continue to investigate further opportunities



A bit more about property

* Property rationalisation is continuous

« Large budgets unsustainable without change in policy settings (E.qg.
do less)

« Base of $20m per annum — capital works completed, ongoing
review

* Improve alignment between project completion and disposal

« Small number of large opportunities remaining
« Town centre carparks

« Optimisation of current portfolio to re-invest in services (and assets)
 Incentives for local boards to optimise service assets



Sale and lease back arrangements

« Accounting treatment — on balance sheet — recognise as debt
* Does not help debt to revenue

 Other reasons for sale and leaseback
 Provides new sources of funds
« Certainty over future costs



