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1 Introduction

IPART will assess each application against the criteria set out in the Office of Local
Government’s (OLG) Guidelines for the preparation of an application for a special variation to general
income (the Guidelines). Councils should refer to these Guidelines before completing this
application form.

Each council must complete this Part B application form when applying for a special variation
to general income either under section 508(2) or section 508A of the Local Government Act 1993
(NSW).

In addition, councils must complete the Part B form with the Part A (spreadsheet) form for
both section 508(2) or section 508A applications. The Guidelines also require the council to
have resolved to apply for a special variation. You must attach a copy of the council’s
resolution. IPART’s assessment of the application cannot commence without it.

If the proposed special variation includes increasing minimum rates above the statutory limit
or is to apply a higher rate of increase to an existing minimum rate than to its other rates, it is
not necessary for the council to also complete the separate Minimum Rates application form.
However, this must be clearly identified and addressed in the special variation application.
In such circumstances, councils are encouraged to discuss their proposed application with
IPART as soon as possible.

As outlined in the Guidelines, new councils created in 2016 (apart from Mid-Coast Council)
will be ineligible for special variations for the 2018-19 rating year.

1.1 Completing the application form

This form is structured to provide guidance on the information we consider is necessary for
us to assess a special variation application. To complete the form, the council will need to
respond to questions and insert text in the boxed area following each section or sub-section.

The amount of information that a council provides will be a matter of judgement for the
council, but it should be sufficient for us to make an evidence-based assessment of the
application. Generally, the extent of the evidence should reflect the size of the variation
sought. More complex applications or requests for a high cumulative percentage increase
should be supported by stronger, more extensive evidence.
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Councils may submit additional supporting documents as attachments to the application
(refer to section 8). These attachments should be clearly cross-referenced in Part B. We prefer
to receive relevant extracts rather than complete publications, unless the complete publication
is relevant to the criteria. If you provide complete documents when only an extract is relevant,
we may ask you to resubmit the extract only. (You should provide details of how we can
access the complete publication should this be necessary.)

We publish videos and fact sheets on how IPART assesses special variations and on the nature
of community engagement for special variation applications. These will assist in preparing
the application. The latest videos and fact sheets on these topics are available on IPART’s
website.

We may ask for additional information to assist us in making our assessment. If this is
necessary, we will contact the nominated council officer.

This application form consists of:

v Section 2 - Preliminaries

v Section 3 - Assessment criterion 1
v Section 4 - Assessment criterion 2
v Section 5 - Assessment criterion 3
v Section 6 - Assessment criterion 4
v Section 7 - Assessment criterion 5
v Section 8 - List of attachments

v Section 9 - Certification.

1.2 Notification and submission of the special variation application

Notification of intention to apply

Councils intending to submit an application under either section 508(2) or section 508 A should
have notified us of their intention to apply, via the Council Portal, by Friday 15 December
2017.

Any councils that did not notify but intend to apply for a special variation for 2018-19
should contact us as soon as possible.

Online submission of applications

All councils intending to apply for a minimum rate increase must use the Council Portal on
IPART’s website to register as an applicant council and to submit an application.

You are required to submit the application, via the Council Portal, by Monday
12 February 2018.
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The User Guide for the Portal will assist you with the registration and online submission
process. If you experience difficulties please contact:

v Arsh Suri - Arsh_Suri@ipart.nsw.gov.au or 02 9113 7730

File size limits apply on the Council Portal to each part of the application. For this Part B
application form the limit is 10MB. The limit for supporting documents is 70MB for public
documents and 50MB for confidential documents. We generally request supporting
documents of the same type to be combined and most supporting document categories have
a maximum number of 5 documents allowed. These file limits should be sufficient for your
application. Please contact us if they are not.

We will post all applications (excluding confidential content) on the IPART website.
Confidential content may include part of a document that discloses the personal identity or
other personal information pertaining to a member of the public or whole documents such as
a council working document and/or a document that includes commercial-in-confidence
content. Councils should ensure that documents provided to IPART are redacted so that they
do not expose confidential content.

Councils should also post their application on their own website for the community to access.
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2 Preliminaries

21 Focus on Integrated Planning and Reporting

Councils must identify the need for a proposed special variation to their General Fund’s rates
revenue as part of their Integrated Planning and Reporting (IP&R) process. The IP&R
documents will need to be publicly exhibited and adopted by the council prior to it submitting
its application to us. Also refer to section 6 for a more detailed explanation.

The key IP&R documents are the Community Strategic Plan, Delivery Program, Long Term
Financial Plan and, where applicable, the Asset Management Plan. A council’s application
may also include supplementary and/or background publications used within its IP&R
processes. You should refer to these documents to support your application for a special
variation where appropriate.

2.2 Key purpose of special variation

At the highest level, indicate the key purpose(s) of the proposed special variation by marking

"

one or more of the boxes below with an “x”.

Maintain existing services

Enhance financial sustainability
Environmental services or works
Infrastructure maintenance / renewal
Reduce infrastructure backlogs

New infrastructure investment

ODOXNXOXKX

Other (specify)

You should summarise below the key aspects of the council’s application, including the
purpose and the steps undertaken in reaching a decision to make an application.
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2.2.1 Purpose of Council’s application

Council is seeking a special rate increase to general income under Section 508A of the Local
Government Act for successive annual increases over three years of 17.1% in 2018/19, 5.0% in
2019/20 and 5.0% in 2020/21, including the rate peg, which are permanently retained within
the rates base.

For 2017/18, IPART determined that the special variation that was approved in May 2017
could be retained in Council’s general income base for one year and was to be removed in
2018/19. The effect of Council’s current application is to seek to retain the 13.2% special
variation (including the Verons Estate component), approved as a one-off increase in 2017 /18,
as a permanent increase and for additional special variations (inclusive of the rate peg) of 5%
in 2018/19, 5% in 2019/20 and 5% in 2020/21.

The proposed special variation is for the purpose of improving Council’s financial
sustainability, funding capital expenditure for asset renewal, reducing the operating deficit,
reducing its infrastructure backlog and funding asset maintenance.

Council has been under increasing pressure for a number of years to provide the level and
extent of services expected by the community. A further impact on the provision of these
services is Council’s aging infrastructure as there are insufficient funds to support the service
expectations as well as renew and maintain the existing asset base to the required level.

Over the past two years, Council has also increased service levels and introduced new services
that impact on the operating result of the organisation. In addition, Council has received
contributed assets through new subdivisions and new buildings as constructed.

Outlined below are some of these increases in service levels and new assets:
e RFS buildings at West Nowra & SES shed - increases in contributions
e Additional staff - Development Planners, Compliance Officer, Swimming Pool
Compliance Officer, Communications Unit, Shoalhaven Entertainment Centre, GIPAA,
Assets and Data management to meet workloads and community demands.
e DPeak period additional street bin servicing
e Peak period additional Ranger patrols - Hyams Beach
¢ Flood damage restoration for non-essential assets not funded by NDRRA (Walking
tracks, recreation areas)
e Beach erosion and other coastal impacts from natural events ( pathways, access ways,
dune systems, Council infrastructure
¢ Roads, footpaths, drains, parks and playground equipment from new subdivisions -
Bayswood, Green Orchid and Ulladulla
e Other enhanced or new assets constructed and now being maintained and depreciated
0 Ulladulla Civic Centre enhancements
Nowra Pool enhancements
New Amenities at Burrill Lake
2 court Basketball court - Mollymook
Skate park, Manyana and Sanctuary Point
59 Owen Street Huskisson - Sealed Car Park
Learn to Ride facility Clifton Park
Learn to Ride facility Shoalhaven Heads

O 0O O0OO0OO0O0Oo
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Learn to Ride Facility Sussex Inlet
Playground facilities including Rae Abood Oval and Mollymook (Liv’s Place)
New pontoons - Shoalhaven River, Nowra and Huskisson, Currambene Creek
New and enhanced boat launching ramps and upgrades to access:
* Currarong
* Sanctuary Point
* Sussex Inlet
* Huskisson
* Ulladulla Harbour
*  Woollamia
0 New shared pathways
*= (Callala
* Milton to Frogs Holla
* Ulladulla to Burrill
* Princes Highway, South Nowra

©O o0 Oo0Oo

There will be large contributed assets in future financial years from RMS with the hand-over
of new paths, old bridges and roads after the opening of the Berry bypass and Burrill Lake
bridge. All of these result in additional whole of life costs and impact expenditure with a flow
on effect to levels of service, impacting the bottom line of the financial result. There is also the
impact of depreciation of these assets, a further burden on Council’s bottom line.

The additional revenue will fund the shortfall in the renewals and maintenance program and
the resource base that will improve Council’s long term financial sustainability. The program
will deliver increased annual funding to help address the gap in infrastructure renewal,
particularly for roads, and fund a capital renewal program for existing infrastructure in very
poor condition. The program will also significantly improve Council’s long term financial
sustainability as required by the State Governments Fit for the Future criteria.

The special rate proposal will not allow Council to cover the full cost of replacing the assets
for which Council is the custodian over the term of its latest Long Term Financial Plan. This
is the ongoing challenge to Council at a time of rising expectations, cost shifting from other
levels of government and increased use of our facilities by the visitors that contribute to our
local economy. The proposed special rate increases are the minimum needed for Council to
cover the costs of its operations by 2020/21.

The Verons Estate component is to fund a twenty-year loan of $2.3m for the purpose of
providing essential infrastructure to the Estate (fire safety and road infrastructure), so that
development can occur.
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2.2.2 Background to decision to make an application

Shoalhaven City Council has attempted to address three key issues over the last ten or so

years:

1.
2.

Dealing with its asset renewal and maintenance backlog

Pursuing efficiencies to become financially sustainable, that is, to best achieve the
goals of the community and provide services, now and into the future, within its
limited resources

Mitigating the impact of cost shifting from other levels of government (estimated at
$17M for 2015/16) and increased use of its facilities from visitation.

The following timeline summarises the background and history to Council’s latest special
variation application to IPART:

Year

Actions

2007

Increased focus on assets

In 2007, as the Independent Inquiry into Financial Sustainability of Local
Government was published, Council adopted Asset Management Plans that
concluded Council had a substantial infrastructure renewal backlog. Successive
updates continue to identify that this renewal backlog would continue to
deteriorate, if nothing changed. Since this time, Council has implemented
operational improvements to enable more funds to be made available for
renewals and maintenance. Council has been very successful in seeking grant
funds for renewing and upgrading assets. These improvements, while increasing
the amount of funds available for asset renewal, have not been sufficient in the
longer term.

2012

TCorp Review

Since TCorp presented Council with its Financial Assessment and Benchmarking
report in October 2012, Council has been on a path to improve its financial
sustainability. The TCorp report provided Council with an external review of its
financial outlook. Council’s Financial Sustainability Rating (FSR) was strong but
the outlook was rated negative: “A negative outlook indicates that the Council’s
FSR is more likely to deteriorate and is a sign of a general weakness in
performance and sustainability. (p6 TCorp (April 2013), Financial Sustainability of
the NSW Local Government Sector).

2012

Elected Council Actions

There was a significant change of Councillors in the September 2012 election, with
10 new councillors (out of 13) being elected. The newly elected Council made a
number of decisions to address Council’s long term financial situation. The key
imperative at that time was an efficiency review, carried out by Blackadder and
Associates Pty Ltd, in February 2013. This review included an organisational
restructure and associated reviews of cost structures and services provided.
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Known as the Transformation Program, the review resulted in significant savings
as outlined part 7 of this submission.

A community infrastructure survey was undertaken in December 2012 and
January 2013 to determine priorities and the willingness to pay to improve the
condition of assets.

2013 Council resolved to seek a special variation of 8% (including the rate peg of 3.4%)
to fund asset renewal.
On 23 June 2013, Council resolved to exhibit a wide range of Asset Management
Plans (AMPs). This led to extensive consultation with the community in relation
to the community’s understanding of the current assets of the city, the need to
undertake further maintenance and renewal and the accepted standard for assets.
Meetings with the Community Consultative Bodies (CCBs) occurred between July
2013 and October 2013 and community consultation meetings were held at the
following villages:
Berry St Georges Basin
Shoalhaven Heads Tomerong
Cambewarra Sussex Inlet
Greenwell Pt Bendalong
Culburra Beach Ulladulla
Callala Bay Lake Tabourie
Currarong Kioloa
Staff presented asset related information at these CCB meetings and sought
feedback from these groups in relation to the levels of service they desired for the
city’s assets. As a result, levels of service were adjusted in Asset Management
Plans (AMPs), where necessary, to match those indicated by CCBs.

2014 Financial Sustainability Report

A Financial Sustainability Report was prepared in 2014 to highlight the issues
around Council’s financial position and the need to either significantly
cut/reduce services and/or increase revenue/rates. A briefing was booked for
September 2014. Two days before this briefing, the NSW Government announced
the Fit for the Future Program. The material in the briefing was in line with the
State Government’s direction and the briefing proceeded under the heading of Fit
for the Future. Following the briefing, a report was presented to Council.

At the 28 October 2014 Ordinary Meeting of Council, the following
recommendation was adopted following consideration of the Financial
Sustainability Report (Attachment 1):
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RECOMMENDED that Council adopts the following recommendations from the Report
of the General Manager (Corporate and Community Services Group) on the Financial
Sustainability of Council:

a) Council notes the current long term financial position of the organisation and begins
Community Engagement with regard to ways to address Council’s financial position

b) The General Manager and staff commence to prepare the necessary documentation in

7

relation to the State Government’s “Fit for the Future” Program.

c) The General Manager introduce formalised continuous improvement principles and
processes to the organisation

d) The General Manager continues to drive cultural changes throughout the organisation
in order to address Council’s long term financial sustainability.

e) Council adopt the key principles with regard to future Loan borrowings, Asset
Rationalisation and Revotes as covered in the Financial Sustainability report attached.

f) That a further report be presented to Council on recommended principles and

opportunities for asset and service rationalisation and their relationship to the Long
Term Financial Plan.

g) That staff undertake a review and report to Council on opportunities for increased
income generation from Council’s assets and services.

2015

Fit for the Future Submission

Fundamental to cost reduction at Council was adoption of Lean Thinking, a
philosophy driven by the senior executive team across all levels of the
organisation. Council established an internal Business Improvement Unit with
the mandate to drive continuous improvement using Lean.

At the 23 June 2015 Council meeting, Council made the following resolution:

That Council adopts the attached submission (including template) which meets,
or shows improvements to meet all Fit for the Future assessment criteria by 2020
and resolve for the proposal to be uploaded to the Independent Pricing and
Regulatory (IPART) website by 30th June 2015. This includes rate rises of 7.5%
over 2 years above any IPART rate peg amount (2017/18 and 2018/19).

The submission clearly outlined the unsustainable financial position of council
and provided recommendations in relation to action that needed to be taken to
become financially sustainable and Fit for the Future.

Council’s Fit for the Future submission was independently assessed by IPART
which resulted in IPART determining that Council would be financially
sustainable based on implementing the detailed information and strategies
provided.

Special Variation Application Form — Part B IPART
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The key driver for the submission was continued shortfall in maintenance and
renewal programs undertaken on assets held on behalf of the community, in
particular, those with poor condition and low community satisfaction, such as
roads and toilets. As the custodian of $1.7 billion in General Fund assets, Council
has the responsibility to maintain these resources to ensure the community gets
maximum value from them. Since that time, additional and upgraded facilities
and assets have come on line, including Pyree Lane and Bolong road upgrades,
Turpentine Road, RFS and SES buildings, Nowra Aquatic Park, Ulladulla Civic
Centre, and contributed assets of Bayswood, Twin Waters and Green Orchid
estates.

More recently, the Office of Local Government introduced its Stronger, Smarter
Councils imperative, with the main outcome being “Fit for the Future” Councils.
Shoalhaven City Council recognised, as part of this process, that the key lever to
ensure financial sustainability was a substantial rate increase to ensure a
breakeven three (3) year average Operating Performance Ratio by 2020.

2016

Council has reviewed all user pay fees and charges in the three years to 2016.
Staff developed training in pricing, marketing and costing methodologies and,
between 2014 and 2016, income from user fees and charges increased by 15%
(approximately $2 million annually). Over two thirds of this revenue has a
restricted use within Crown Land reserves and, with the same increase again over
the next two years from the remaining fees and charges, revenue would only
increase by a further $2.2m, leaving a shortfall. Council has forecast increases of
4% annually for fees and charges in its Long Term Financial Plan; this is the limit
that the community would accept and is able to pay. Further detail is provided
in Section 3 of this submission.

At the 25 October 2016 Council Ordinary Meeting, following several years of
considering and acting to address its financial position, Council resolved to move
forward with a Special Rate Variation. The resolution of that meeting was:

MIN 16.792 That Council:

Authorise staff to notify the IPART of its intention to apply for a Special Rate Variation
Application for the following three (3) models of rate increase:

a. 11.5% over 2 years (plus the rate peg)
b. 6.27% over 4 years (plus the rate peg)
c. 5% over 7 years (plus the rate peg)

1. Work on any anomalies within the rating categories that would possibly produce
additional rate income

2. Receive a report modelling the community’s capacity to pay for rate increases.

3. Council undertake an extensive community engagement program explaining the
reason for the rate increase and seek the community’s comments.

IPART Special Variation Application Form — Part B




FOR: Clr Findley, Clr Gash, Clr Wells, Clr Levett, Clr Cheyne, Clr Alldrick and Clr
Gartner

AGAINST: Clr Guile, Clr Pakes, Clr Watson, Clr Kitchener and Clr Proudfoot

CARRIED

In addition, landowners and Council developed a clear direction in terms of the
rezoning and development potential of land in the Veron’s Estate. However, the
Estate cannot be properly and safely developed until roadworks are completed at
an estimated cost of $2.13M. Council considered a range of cost recovery options
and a special rate funded loan was the most viable option. This is consistent with
the approach taken for the Special Rate application for Jerberra Estate in 2015.

On 10th November 2016, Council resolved as per MIN16.794 SA16.13:

That

1. Council authorise staff to notify IPART of its intention to prepare a Special Variation
application for a $2.13m loan-funded special rate levy (‘Special Rate Variation’) so that
Council can provide essential road infrastructure in Verons Estate;

2. 17% of the total cost be met by the broader rate base based in recognition of the potential
benefit of the road upgrades to the broader community including properties fronting
Sussex Inlet Road which have rear access onto Mokau Road.

3. Further details of the proposed funding arrangement be refined in consultation with
the affected landowners; and

4. Unless there are substantial changes to the details provided in this report, the Special
Rate Variation application to IPART be submitted before the February 2017 deadline.

5. During the notification to IPART Council hold a Public meeting with the land owners
and the community.

For:  Clr Findley, Clr Gash, Clr White, Clr Wells, Clr Levett, Clr Cheyne, Clr Guile, Clr
Pakes, Clr Watson, Clr Proudfoot and Russ Pigg

Against: Nil
CARRIED

Council subsequently notified IPART of this intention and undertook a
community engagement program.

2017

Application for Special Rate Variation 2017/18

Council’s Long Term Financial Plan and Financial Sustainability Report are
regularly updated. The key reasons for Council’s application for a special
variation in February 2017/18, compared to the June 2015 submission, were:

* Opverall increase of $817,000 in the emergency services contributions to the
State
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* A reduction of $448,000 from the model to the actual rate peg of 1.8% in
2016/17

* A reduction of $600,000 from the model to the actual rate peg of 1.5% in
2017/18

* Increase in general operating expenditure of $434,000
At the 1 February 2017 (Min 17.71) Extraordinary Meeting, Council considered an

extensive report (Attachment 2) following the community engagement and
resolved to proceed with a Special Rate Variation. The resolution reads:-

1.
2.

Council receive the feedback and results of the community engagement

Council endorse a financial sustainability approach that includes continued
improvement in our procurement and asset management practices and improving
productivity and implementing a Special Rate Variation

Council authorise staff to make formal application to the Independent Pricing and
Regulatory Tribunal (IPART) and lodge a Section 508A Special Rate Variation
(SRV) on general income for an increase of 11.5% in 2017/18 and 11.5% in 2018/19,
above rate peg for each of the 2 years in order for Council to financially support the
ongoing provision of service levels to the community and increase levels of asset
maintenance and renewal.

Staff provide a report to the next Ordinary Council Meeting on the establishment of
a Citizen’s Panel to provide recommendations to Council on priority areas for
expenditure related to the Special Rate Variation

Council accept the submission from The Shoalhaven Independents on behalf of the
ratepayers and residents who attended protest meetings at St Georges Basin,
Bomaderry, Huskisson and Nowra as part of the overall submissions and the
submission also be reported to IPART.

The General Manager report back to Council on how Council could capture any
business that is operating from residential premises and re-categorise to business and
if there are any legislative hurdles should Council wish to pursue this as an ongoing
part of revenue review. This should include the cost for resourcing such a project-
this suggestion was put to Council by concerned ratepayers.

The General Manager report back if any other Councils apply a levy or any other
mechanism to increase rates on those properties that are known to supply
accommodation to the tourism industry and are essentially a business- these
properties would be those listed by real estate agents and online mechanisms such as
Air BnB and Stayz —this suggestion has been raised by concerned business operators.

The General Manager also report back on any measures that can be used to essentially
pass some of the financial burden of maintaining assets onto the many tourist that
come to the Shoalhaven, suggestions that have come through include parking meters
for peak tourist times and places and bed taxes. The report should also include any
legislative or resourcing issues for such matters.

In reporting back could the General Manager please comment on any timing issues
that could be foreseen if such mechanisms were to be adopted by Council.
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10. Council refer the matters raised by an Independent Auditor in a recent confidential
meeting with councillors to Council’s Risk & Audit committee for consideration and
any further advice.

Subsequently a submission was provided to IPART for consideration seeking
increases above the rate peg of 13.2% in 2017/18 (including actual rate peg limit
of 1.5%) and 14% in 2018/19 (including IPART estimated rate peg limit of 2.5%).

Council was advised on 9 May 2017 that IPART determined Council’s Special
Rate Variation application and allowed the special variation, in part, on a one-
year temporary basis. It was outlined in the decision that Council did not update
its IP&R documents to include the full Special Rate Variation increase sought
prior to applying to IPART. Therefore, IPART did not approve a permanent
increase in general income. However, Council did demonstrate a clear need for
additional revenue to ensure its financial sustainability and to fund increased
infrastructure maintenance and renewal.

This allowed Council to increase its general rate income by 13.2% in

2017 /18. The decision allowed Council to continue to execute its Delivery
Program in 2017/18 while updating its Integrated Planning and Reporting
(IP&R) documentation and reapplying to IPART in future years.

On 13 June 2017, a report was provided to Council (CL17.149) outlining the
Special Rate Variation - IPART Decision.

At this meeting Council resolved to adopt the Special Rate Variation of 13.2%
including rate peg of 1.5% for 2017 /18 financial year - MIN 17.519

2017

Application for Special Rate Variation 2018/19

As part of the normal Integrated Planning and Reporting Process that Council
undertakes each year Council resolved on 4 April 2017 to exhibit and engage with
the community on the Community Strategic Plan (CSP) review - MIN 17.255

As part of this community engagement process Council outlined the special rate
variation that had recently been adopted by Council and the need for further
measures to ensure Council would remain financially sustainable into the future.

The Community Engagement process sought to obtain the community’s key
priorities and to identify goals and actions for the next four years. These would
be used to guide Council’s future decision making and assist in the allocation of
budget and resources. An updated long term financial plan which included the
existing special rate variation and future financial pathways was also exhibited
along with the resourcing strategy (including assets management plan and
workforce plan).

On 13 June 2017, Council resolved to receive the CSP Review - Community
Engagement Report for information. Council also resolved to adopt the
Integrated Strategic Plan (ISP) chapters (which includes the CSP, DPOP, Long
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Term Financial Plan, Resourcing Strategy) at this meeting (Minutes MIN17.517,
17.518, 17.520, 17.523, 17.524 to 17.529 and 17.530

Pathways to Financial Sustainability- SRV 2018 /19

Given the approved 2017/18 SRV was only a temporary measure, Council needed
to determine the future sustainability measures that could be implemented to
ensure Council continued on a financially sustainable pathway. On 26 September
2017 a presentation was given to Councillors - Pathways to financial
sustainability: Resourcing Issues (CL 17.272).

On 26 September 2017, Council resolved to adopt Option 1 of the report to retain
the 13.2% special variation approved as a one-off increase in 2017/18 as a
permanent increase and for additional special variations (inclusive of a rate peg
of 2.5% pa) of 5% in 2018/19, 5% in 2019/20 and 5% in 2020/21 which will retain
existing services, allow modest “new” asset spend and move towards meeting all
FFTF benchmarks MIN 17.886

In order to meet the requirements of IPART in relation to this SRV application,
amendments were made to Council’s IP&R documents. An additional chapter
was added to the ISP - Chapter 7 Special Rate Variation and changes were also
made to the LTFP, DPOP and CSP. The proposed changes were provided to
Council in a report on 17 October 2017 (Min 17.916) where Council resolved:

1. Council adopt the proposed changes to the Integrated Strategic Plan (inclusive
of the changes made to the Community Strategic Plan, Delivery Program, and
Long Term Financial Plan) for exhibition purposes, in addition to the
following;

a.  For the 2017/18 and next financial year 2018/19 the $10,000 from
the Aerial Beach Patrol be used for beach safety signage

b.  The funding of $4.5million for the Vincentia Library be deferred to a
subsequent year pending a workshop

2. The Long Term financial plan be fully updated prior to exhibition to reflect the
changes outlined above as well as changes to potential loan borrowings
resulting from consideration of the impacts of the North Nowra Link Road and
Collector Roads and the update be distributed to Councillors prior to exhibition

3. Council include from the rate increase $500,000pa to the upgrade of our
sporting fields (Refer to Report SA17.270)

4. A report be submitted to the Ordinary meeting of 24 October 2017 outlining
the above.

On the 24th October 2017 a further report was provided to Councils Ordinary
meeting (CL 17.295).

The report included:
e Chapter1-CSP
e Chapter 2 - DPOP

e Chapter 3 - Financials
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e Chapter 5 - Budget and Capital Works
e Chapter 6 - Resourcing Strategy
e Chapter 7 Special Rate Variation
At this meeting Council resolved (MIN 17.944) to:

1. Adopt the proposed changes to the Integrated Strategic Plan, inclusive of the
changes made to the Delivery Program, Operational Plan and Long Term
Financial Plan (LTFP), for exhibition purposes;

2. DPublish the updated document and proceed with community engagement on
the proposed document changes and its impact on the community.

A community consultation process and exhibition process was undertaken to
explain the SRV proposal to the community and seek feedback on the
amendments to the Integrated Strategic Plan that were made to outline the SRV
proposal and Council’s financial position. Details of this engagement process
undertaken in accordance with IPART Guidelines are covered in Part 4 of this
application.

On 28 November 2017, a report (CL 17.326) was provided to Council outlining the
outcomes of the exhibition process that was carried out for the Special Rate
Variation Proposal and the Integrated Strategic Plan exhibition (which included
changes to the document resulting from the SRV proposal). To seek Council’s
adoption of the amended ISP documents and seek determination of whether
Council intends to make an application to IPART for a SRV.

Council resolved (MIN 17.999) at this meeting to:

1. Receive the feedback and results of community engagement

2. Adopt the amended Integrated Strategic Plan 2017 including the CSP, DPOP,
Long Term Financial Plan and Chapter 7 SRV which include changes made to
this document to specifically outline the proposed SRV, impact on residents
and proposed expenditure of the SRV.

3. Authorise staff to notify IPART of its intention to apply for a Special Rate
Variation Application for the retention of the 13.2% special variation approved
as a one-off increase in 2017/18 as a permanent increase and for additional
special variations (inclusive of a rate peg of 2.5% pa) of 5% in 2018/19, 5% in
2019/20 and 5% in 2020/21 which will retain existing services, allow modest
“new” asset spend and move towards meeting all FFTF benchmarks.

4. That Council proceed with the formal Special Rate Variation Application for
2018/19 and submit this in line with the timelines set by IPART (i.e. February
2018).

On 6 December 2017, Council submitted a notification of its intention to submit a
Special Rate Variation application to IPART (D17/419824).
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Verons Estate

Verons Estate, which comprises a subdivision of 32 lots was registered in 1920,
but remains undeveloped.

The first planning scheme was gazetted on 28 February 1964 and replaced by the
SLEP in 1985. The zoning generally prevented the erection of dwellings on
individual allotments under 40 ha in size. Council resolved to investigate
rezoning Verons Estate in 1993 on the basis that landowners would meet all costs.
(See Attachment 3)

In 1994, there was a State Government rezoning moratorium for the Sussex Inlet
Area. This moratorium was lifted in 2007 and Council adopted the Sussex Inlet
Settlement Strategy which included a “neutral or beneficial effect” requirement
for land draining to “sensitive coastal waterbodies”, this had implications for Lots
20 - 32 (Swan Lake)

In 2009-2010, Council sought and obtained clarification from State agencies on the
“neutral or beneficial effect requirement.”

After a series of reports and landowner consultation from 2010 - 2011 in April
2011, Council resolved to:

a) “Accept that land within the Swan Lake catchment is unable to be rezoned for
rural residential development, until a neutral or beneficial effect study
(NorBE) is undertaken and demonstrated...”

In June 2012 Council resolved to prepare and submit a draft Planning Proposal,
which was submitted to the DP&I in May 2013, with a Gateway determination
issued on 7 June 2013.

On 30 July 2013, Council resolved to a) exhibit the Verons Estate PP and b) remove
the road design and construction special rates from Lots 20 to 32 (MIN13.715).

Verons Estate Planning Proposal was exhibited in August and September 2013
and finalised in September 2014. Properties were rezoned with a mix of E2, E3
and E4, with dwelling entitlements on Lots 1 to 19. Lots 20, 28 and 29 are “1964
holdings” and can also potentially have dwellings approved. Other lots used to
varying extents.

The estate has long dead-end roads potentially dangerous in a bushfire
emergency. The Planning Proposal was finalised on the basis that the roads will
be upgraded. Unless upgraded, the Estate, as a whole, cannot be safely
developed.

Landowners and Council now have a clear direction in terms of the land’s
rezoning and development potential. However, the Estate cannot be properly and
safely developed until roadworks are completed.
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The estimated cost for providing these works is $2.13M. Council has considered
a range of cost recovery options and a special rate funded loan is the most viable
option. This is consistent with the approach taken for the Special Rate application
for Jerberra Estate in 2015.

On 25 October 2016, Council resolved as per MIN16.794 SA16.13:
That

1. Council authorise staff to notify IPART of its intention to prepare a Special Variation
application for a $2.13m loan-funded special rate levy (‘Special Rate Variation’) so that
Council can provide essential road infrastructure in Verons Estate;

2. 17% of the total cost be met by the broader rate base based in recognition of the potential
benefit of the road upgrades to the broader community including properties fronting
Sussex Inlet Road which have rear access onto Mokau Road.

3. Further details of the proposed funding arrangement be refined in consultation with
the affected landowners; and

4. Unless there are substantial changes to the details provided in this report, the Special
Rate Variation application to IPART be submitted before the February 2017 deadline.

5. During the notification to IPART Council hold a Public meeting with the land owners
and the community.

For:  Clr Findley, Clr Gash, Clr White, Clr Wells, Clr Levett, Clr Cheyne, Clr Guile, Clr
Pakes, Clr Watson, Clr Proudfoot and Russ Pigg

Aguainst: Nil
CARRIED

This rate variation was included in the 13.2% applied as a temporary increase. As
such this was included as part of the discussions relating to the existing temporary
increase that had been applied.

Council resolved (MIN 17.999) at this meeting to:

1. Receive the feedback and results of community engagement

2. Adopt the amended Integrated Strategic Plan 2017 including the CSP, DPOP,
Long Term Financial Plan and Chapter 7 SRV which include changes made to
this document to specifically outline the proposed SRV, impact on residents
and proposed expenditure of the SRV.

3. Authorise staff to notify IPART of its intention to apply for a Special Rate
Variation Application for the retention of the 13.2% special variation approved
as a one-off increase in 2017/18 as a permanent increase and for additional
special variations (inclusive of a rate peg of 2.5% pa) of 5% in 2018/19, 5% in
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2019/20 and 5% in 2020/21 which will retain existing services, allow modest
“new” asset spend and move towards meeting all FFTF benchmarks.

4. That Council proceed with the formal Special Rate Variation Application for
2018/19 and submit this in line with the timelines set by IPART (i.e. February
2018).

On 6 December 2017, Council submitted a notification of its intention to submit a
Special Rate Variation application to IPART (D17/419824).
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2.3 Capital expenditure review

You should complete this section if the council intends to undertake major capital projects
that are required to comply with the OLG’s Capital Expenditure Guidelines, as outlined in
OLG Circular 10-34. A capital expenditure review is required for projects that are not exempt
and cost in excess of 10% of council’s annual ordinary rates revenue or $1 million (GST
exclusive), whichever is the greater.

A capital expenditure review is a necessary part of a council’s capital budgeting process and
should have been undertaken as part of the Integrated Planning and Reporting requirements
in the preparation of the Community Strategic Plan and Resourcing Strategy.

Does the proposed special variation require council to do a capital Yes[] No[X
expenditure review in accordance with OLG Circular to Councils,
Circular No 10-34 dated 20 December 2010

If Yes, has a review been done and submitted to OLG? Yes[ ] Nol[]
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3 Assessment Criterion 1: Need for the variation

Criterion 1 in the OLG Guidelines is:

The need for, and purpose of, a different revenue path for the council’s General Fund (as requested through
the special variation) is clearly articulated and identified in the council’s IP&R documents, in particular its
Delivery Program, Long Term Financial Plan and Asset Management Plan where appropriate. In
establishing need for the special variation, the relevant IP&R documents should canvass alternatives to the
rate rise. In demonstrating this need councils must indicate the financial impact in their Long Term Financial
Plan applying the following two scenarios:

* Baseline scenario — General Fund revenue and expenditure forecasts which reflect the business as usual
model, and exclude the special variation, and

*  Special variation scenario - the result of implementing the special variation in full is shown and reflected
in the General Fund revenue forecast with the additional expenditure levels intended to be funded by the
special variation.

Evidence to establish this criterion could include evidence of community need /desire for service levels/projects
and limited council resourcing alternatives.

Evidence could also include the assessment of the council’s financial sustainability conducted by Government
agencies.

The response to this criterion should summarise the council’s case for the proposed special
variation. It is necessary to show how the council has identified and considered its
community’s needs, as well as alternative funding options (to a rates rise).

The criterion states that the need for the proposed special variation must be identified and
clearly articulated in the council’s IP&R documents especially the Long Term Financial Plan
and the Delivery Program, and, where appropriate, the Asset Management Plan. The purpose
of the proposed special variation should also be consistent with the priorities of the
Community Strategic Plan.

3.1 Case for special variation - community need

Summarise and explain below:

v How the council identified and considered the community’s needs and desires in
relation to matters such as levels of service delivery and asset maintenance and
provision.

v How the decision to seek higher revenues above the rate peg was made and which other

options were examined, such as changing expenditure priorities or using alternative
modes of service delivery.

v Why the proposed special variation is the most appropriate option: for example,
typically other options would include introducing new or higher user charges and/or
an increase in council loan borrowings, or private public partnerships or joint ventures.
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v How the proposed special variation impacts the Long Term Financial Plan forecasts for
the General Fund and how this relates to the need the council identified. Our assessment
will also consider the assumptions which underpin the council’s Long Term Financial
Plan forecasts.

In addressing this criterion, you should include extracts from, or references to, the IP&R
document(s) that demonstrate how the council meets this criterion.

311  Community needs and desires

v How the council identified and considered the community’s needs and desires in
relation to matters such as levels of service delivery and asset maintenance and
provision.

Council has measured the community’s level of satisfaction with the provision of
services and facilities and with Council’s performance over the period of 2014 to 2017.
The survey is conducted as a random telephone interview by an independent
provider (IRIS) of a demographically representative sample of the Shoalhaven
community.

This survey shows a clear dissatisfaction with the current state of Shoalhaven’s roads
and infrastructure over the survey period. A comparison of the results over time
shows that community satisfaction increases in these areas with a correlating increase
in expenditure.

A summary of results is provided below:

2014

* Building new road and footpath connections - Mean satisfaction scores ranged
from 2.51 to 2.82 out of 5 which are both considered ‘low’.

* Provision of footpaths and walking paths is the item that residents are most
satisfied with in this key service area, with one third of residents (33.9%) giving a
high satisfaction rating.

* Maintain our infrastructure - All services in this category received ‘medium’ mean
satisfaction scores, with the exception of public toilets.

* The provision of sporting fields received a mean satisfaction score of 3.62, making
it the item that residents are most satisfied with within this key service area.

* 50% or more of residents recorded mean scores in the high range for sporting
fields, community buildings and halls and parks, playgrounds and reserves.

* 36.4% of residents scored a ‘low” satisfaction rating for public toilets which caused
a 'low” mean score of 2.83.
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2015

* Several service areas registered low satisfaction ratings: unsealed rural roads
(mean score 2.44 out of 5); sealed rural roads (2.48); car parks (2.63); provision of
footpaths and walking paths (2.82); and making the most of waterways (2.98).

Figure 1 - Sealed Roads
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Figure 2 - Unsealed Roads
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Figure 3 - Provision of footpaths and walking paths
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2016

» Several service areas registered low satisfaction ratings: sealed rural roads (mean
score 2.62 out of 5); unsealed rural roads (2.72); making the most of waterways
(2.85); car parks (2.87); and managing commercial development (2.94).

* Provision of footpaths and walking paths (3.10) recorded a medium level
satisfaction score (mean score between 3.0 and 3.74), while the other three services
in this category fell into the low satisfaction category with mean scores below 3.0
out of 5.
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* Unsealed rural roads have shown a statistically significant improvement on their
2015 mean. Roads and footpaths still remain at unsatisfactory levels for the
community. The extract below from the survey provides the 2016 results

Figure 4 - Extract of 2016 Survey -Sealed Roads, Unsealed Roads and Footpaths and
Walking Paths
Figure 3.7.4 Sealed rural roads (n=35)
%

Poorly maintained 97.1%

Too many frucks '2.9%

Figure 3.7.5 Unsealed rural roads (n=20)
%

roon maitcinec | 5
——
Dust .5.0%

Need sealing .5.0%

Figure 3.7.6 Provision of footpaths and walking paths (n=24)

%

No footpain inmy cra | ¢ >
Need maintenance -12.5%

Need cycle way '4.2%
2017

» Several service areas registered low satisfaction ratings: sealed rural roads (mean
score 2.44 out of 5) a drop of -0.18 on last year; unsealed rural roads (2.53) a drop
of -0.19; making the most of waterways (2.98) a slight increase of 0.13; provision
of footpaths (2.88) a drop of -0.22; efficient processing of development applications
(2.67) a drop of -0.04; and public toilets (2.91) a drop of -0.09.

* The decrease in satisfaction levels for footpaths and unsealed roads is
disappointing and continues to show a strong desire by community for improved
road and footpath asset

* There has also been a statistically significant change in environmental issues with:
sustainable management of Shoalhaven’s natural environment (3.46) a drop of -
0.15; and environment protection and enforcement (3.13) a drop of -0.17. Here,
again, the community is being more supportive of environmental issues and
expects Council to improve its performance in this area.
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Table 3.17. Satisfaction with Services and Facilities - Comparisons with 2016

2016 2017  Differance
Ovarall
performance 343 3.40 -0.03
satisfactlon
Sustainable, Maintenance of beaches and dunes 374 375 0.01
IWH?DIE Sustainable managemant of lakes and estuarias 34q1 358 0.17
environments
Sustainable management of Shoalhaven's natural environmant 361 346 -0.15
Appearance of towns and villagas 344 345 0.01
Management of stormwater and drainage 328 321 -0.07
Management of straet trees 3.20 3.20 1]
Environmental protection and enforcement 330 313 -0.17
Provision of car parks 287 303 0.1E
Making tha most of our watarfronts 2.85 298 0.13
Provision of footpaths 3an 2.88 -0.22
Strateqgic land user and town planning for Shoalhaven 284 2.8 -0.14
Efficient processing of developmant applications 271 287 -0.04
Maintenance of unsaaled local roads 272 253 -0.19
Maintenance of sealed local roads 262 2.44 -0.18
Total diffarence -0.68
Prosparous Promation of tourism 370 377 0.o7
Cammunities
Promoting economic developmeant 314 237 -0.37
Total differance -0.30
Responsible Swimming pools 387 386 -001
govarnance Sparting fialds 374 372 -0.02
Community buildings and halls JdE7 361 -0.08
Park=, playgrounds and resemnves 357 347 -0.1
Informing th ity of Council decisions, activiti o
n ur_mlng e community of Council decisions, activities an 320 315 _0.05
savices
Dpportunities to participate in Council decision making 2oy 305 011
processes
Public toilats 3.00 241 -0.09
Total diffaranca -0.22
Resilient, safe  Library samvices q.2yq 440 0.1E
and in EIU_SI_I"E' Disaster response in the Shoalhaven 375 413 0.36
communities
Operation of seworage and quality watar services 388 4,04 0.0
Hygiena standards of retail food outlets 3581 387 -0.04
Total diffarence 0.56

Mote: 3arvices/faciities in blue have been resorded since 201E.
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Quadrant Analysis

A key deliverable of the community survey is the quadrant analysis. This tool
provides information on community satisfaction levels for Council’s services and
facilities. In addition, it also indicates the importance of each service and the overall
satisfaction the community has for Council as a whole.

What is clearly shown through each of the survey years is that roads and
maintenance of assets are of high importance to the community but they are currently
dissatisfied with the level of service that is provided in these areas. The derived
importance for the survey years is shown below.

Figure 5 - 2014 Quadrant Analysis
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Figure 6 - 2015 Quadrant Analysis
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Figure 7 - 2016 Quadrant Analysis
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Residents in the survey have continued to provide their reasons for dissatisfaction
with services; these are provided in the tables below. The measurement scale is
explained at Table 2.

Table 2 - Scale of Measuring

Scale values

Scale type 0-2.99 3-3.74 3.75-5

Satisfaction Low Medium High

Figure 8 provides the percentage of dissatisfaction of respondents across various
areas.

%
Not doing a good job _ 17.5%
Need betier services/facilifies _ 153%
Roads / Parking _ 13.9%
Environment / Beaches _?.5%
Poor development -B.S%
Waste services —?.3%

Amalgamation not adequately
discussed _-5'3%

Poor consultation - 4.4%
Villages miss out . 3.6%
Economic development -3,6%
Crime . 29%
Animal control . 2.2%
Rates . 1.5%

Other - 3.46%

Figure 8 - Reasons for Dissatisfaction

Figure 9 provides an indication of the satisfaction levels across roads and

footpaths.

R g 1.Very 5. Very
3 QW Dissatisfied 2 3 4 Safisfied Cant Say

Provision of footpaths and Qéﬂki;g
pq.thé .mm& ]1?.9‘: :Islms, :|2?.s'x 's'm& 2.5%
Car Wks .9.3'5 :lza.ﬁ, :lai.s'x :lzd..ﬁ, .sm 0%
U"-SEC"EC"U'G"??E_S '9‘_0% :Izs.s% :|2:'_.5=x, :Im.n»‘x 'd..?;'e. ]20,35.
5‘3“"5“““"""???_5 .is.m ::,3.5..5'5, jzs_a'x. ]15.6% '6.3% 175

Figure 9 - Satisfaction levels across roads and footpaths.
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Comparison between years

The 2014 - 2017 comparison of mean satisfaction levels across a range of services
is provided in the table below. The majority of areas are showing small increases

in satisfaction.

Service / Facility 2014 2015 2016 2017
Maintenance of beaches and dunes 3.59 3.67 3.74 3.75
Sustainable management of lakes and estuaries 3.17 3.37 3.41 3.58
iﬁjﬁg;&;lzleen fcnanagement of Shoalhaven’s natural 3.49 359 361 3.46
Appearance of towns and villages 3.37 3.39 3.44 3.45
(Mansgement o lcalfooding) -+ R S i s
Management of street trees 3.06 3.18 3.2 3.2
Environmental protection and enforcement 3.27 3.29 33 3.13
Provision of car parks 2.69 2.67 2.87 3.03
Making the most of our waterfronts 2.89 2.98 2.85 2.98
Provision of footpaths 2.82 2.82 3.1 2.88
Maintenance of unsealed local roads 2.54 2.44 2.72 2.53
Maintenance of sealed local roads 251 2.48 2.62 2.44
StrategiF land use anfi town planning for Shoalhaven 785 3.05 204 28
(Managing commercial development)

Efficient processing of development applications 2.77 2.97 271 2.67
Promotion of tourism 3.53 3.7 3.7 3.77
Promoting economic development 2.98 3.03 3.14 2.77
Swimming pools 3.33 3.49 3.87 3.86
Sporting fields 3.62 3.69 3.74 3.72
Community buildings and halls 3.52 3.63 3.67 3.61
Parks, playgrounds and reserves 3.45 3.52 3.57 3.47
Inff)r.n.ling the community of Council decisions, 3.06 324 39 315
activities and services

Opportunities to participate in Council decision making 708 204 3.05
processes

Public toilets 2.83 2.88 3 291
Library services 416 4.22 4.24 44
Disaster response in the Shoalhaven 3.79 3.68 3.75 413
Operation of sewerage and quality water services 3.85 3.89 3.98 4.04
Hygiene standards of retail food outlets 3.59 3.73 3.91 3.87

Table 3 - 2014 - 2017 comparison of mean satisfaction

The results of the surveys have clearly guided Council in its decision making when
assessing community expectations and service levels. What is very clear is the
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community need for improvements to infrastructure and asset maintenance,
particularly in relation to roads and other assets. Council has determined that this
need simply cannot be met if there is not clear action taken to ensure Council’s
future financial sustainability and an application for a special variation is made.

Council has also been guided by an infrastructure survey which was carried out in
2013. Details of this are contained in Section 4 below. This information has also been
used by Council to consider the community’s needs and desires in relation to the
levels of service and asset maintenance and renewal.

IP&R Documentation and Evidence

Evidence identifying the community’s needs and desires in relation to levels of
service and asset maintenance and renewal from Council’s IP&R documents
include:

o Community feedback obtained during the CSP Review process

What's important to the community:

e Improvements to our parks and reserves

e Focus on better sporting facilities

e Better facilities for children and youth

e Provide more dog friendly areas

e Road improvement, including maintenance, renewal and resealing programs
e More paths and better maintenance of the ones we have

e More cycleways and improved road shoulders for cycling

e Protection and restoration of the natural environmental

e Mitigate and adapt to climate change

e Maintain our infrastructure

o  Continue to revitalise Shoalhaven’s CBDs

e Invest in tourism

e  Continue to improve Nowra CBD

e Help to build sporting facilities that bring growth and jobs to Shoalhaven
e More park bins and improved cleaning in the CBD

(Integrated Strategic Plan (ISP), Chapter 1: Our Priorities (CSP) p.14,16, 18, 20)
Council’s response to community needs as described in its DPOP

Priority 4.1 Reliable services that meet daily community needs

Why is the priority important?

Council supports the community in many ways such as the provision of sport fields,
swimming pools, libraries, waste services, roads, water services, development assessment,
ranger services and much more. Our community expects that these services will meet their
daily needs provided by Council and other government agencies into the future.

How will we know we are making a difference?

o When the community’s satisfaction with basic council services is improving

o When community expectations about customer service are being met

(ISP, Chapter 2: DPOP - p.19)
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Council has also clearly identified within its Resourcing Strategy the need to
involve the community in determining Levels of Service (LOS) when developing
Asset Management Plans (AMPs)

Principles

e Council recognises that the preference is to allocate resources to maintain and renew
existing assets.

o Council recognises the need to maintain its asset base and will target a long term asset
sustainability index (actual replacement/renewal budget versus required funding as
per AMPs) averaging 90-95% for each of the asset types above.

e The Asset Management Strategy will guide the development and review of AMPs and
specify appropriate LOS with community consultation.

o Toagree on LOS asset performance

e The management of Council’s assets shall be overseen by the Asset Management
Planning Committee (AMPC).

e Risk management, environment, social, good governance, best practice and
sustainability will be considered in the development of asset strategies.

o Asset acquisition shall include consideration of the “whole of life cost’ of the new asset
including initial capital cost, operation, maintenance, rehabilitation and disposal costs.

e Annual operation/maintenance budgets shall include an allowance for additional costs
arising from addition of new assets through development, acquisition, dedication or
leasing and/or licencing as well as an allowance to cover cost increases in line with
indices relevant to each asset class.

o Adequate resources shall be provided to undertake reqular agreed levels of inspections
for risk, identifying programmed works, asset condition and renewal priorities.

e Utilisation and operating/maintenance costs shall be monitored to ensure that costs do
not outweigh the benefits derived.

e Systematic and cyclic reviews will be applied to asset classes to ensure assets are
managed, valued and depreciated in accordance with best practice and applicable
Australian standards.

e Minimum utilisation measures shall be determined for all assets to determine surplus
assets.

(Resourcing Strategy 2017/2021 p.35)

and

Ensure that the community is involved in determining appropriate ‘levels of service” (LOS)
(quality & quantity) for physical assets and services

(Resourcing Strategy 2017/2021 p.32)

Council’'s Annual Community Report 2016/17 has also been used to convey
community discussions about the Special Rate Variation and identify alternatives
to rate increases

Leadership

Council continues to focus on excellence in governance by continually improving and
refining practices within the organisation to create efficiencies and improve financial
sustainability.
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Ower the past year, Council has engaged the community in discussions around a Special
Rate Variation and alternatives to rate increases, such as a reduction in services and
increases to user fees. Council was successful in having a temporary rate increase of 13.2
percent approved for 2017/18 and continues to engage the community over proposed
increases for subsequent years.

Council will continue to take steps to ensure consistency with the organisation’s Long Term
Financial Plan and to meet the benchmarks for financial sustainability.

Council is also seeking to progress sustainability improvements across all its operations and
activities, and improve the integration of sustainability outcomes in the organisation’s
delivery and operational plans.

(Annual Community Report 2016/17 p.12)
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3.1.2

Rationale for seeking revenues above the rate peg

How the decision to seek higher revenues above the rate peg was made and which
other options were examined, such as changing expenditure priorities or using
alternative modes of service delivery.

As outlined in Section 2 above, Council staff have repeatedly highlighted Council’s
financial situation to the community, to the OLG and to IPART. The 2012 TCorp
review highlighted the need for greater focus on the 10-year forecast. Since that time,
Council has prepared a Financial Sustainability Report which showed that a
significant increase in rates was required to bridge the gap. Subsequently, the Fit for
the Future submission was completed, highlighting the then need for a rate increase
of 7.5% over two years above the rate peg.

This rate increase was conveyed at community meetings that also discussed Council
merger proposals. Details of this are contained in Section 4 of this submission. There
was a strong level of support from the community in favour of Council standing
alone and supportive of the need for a rate increase to fund current levels of service
and asset maintenance and renewal.

After Council was deemed “Fit”, based upon the proposed rate increase, a second
edition of the Financial Sustainability Report was put to Council in September 2016.
This further highlighted the need for a rate increase, albeit slightly higher than the
original forecasts, due to cost shifting of emergency services levies, lower than
expected rate peg amounts and increases in assets/services.

These changes resulted in a proposed increase of 13.2% for 2017/18 and 14% for
2018/19.

When the special variation for 2017/18 was approved as a temporary one-off
increase, ten planning scenarios were presented and discussed at a Councillor Budget
Workshop on 31 August 2017. A report was, subsequently, submitted to Council at
its meeting of 26 September 2017 recommending the scenario most likely to put
Council on a pathway to financial sustainability - addressing Council’s operating
performance deficit and asset maintenance gap by 2020/21 and making inroads on
its asset renewal requirements - while limiting the financial demands on the
community.  The adopted scenario (MIN17.886 and MIN17.891) includes
continuation of the special variation granted for 2017/18 as a permanent increase and
5% special variation increases for 2018/19, 2019/20 and 2020/21.

Figure 10 shows the increasing gap in maintenance between required and actual
levels, low levels of infrastructure renewals and increasing infrastructure backlog
that the General Fund is facing. These ratios have been historically low and reinforce
the issues identified by TCorp in 2012.
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Figure 10 - Infrastructure asset performance indicators: 2014/15 to 2016/17

Council’s decision to support the proposed rate variation was based on the fact that
other revenue and expenditure measures would also be considered. The Financial
Sustainability Report identified ongoing areas for improvement, engagement with
the community and reduction in expenditure.

These targets included:

1. Increases in user pays fees and charges above CPI - $4M increase in past two
years, targeting $500K in next two years

2. Increases in DA fees and introduction of value added services - $470K increase
in past two years (included in $4M above), targeting $400K in next two years

3. Introduction of parking fees - Potential to introduce in some holiday locations to
cover costs of additional services requested by the community, e.g., Hyams
Beach/Huskisson

4. Reduction in cost structure through efficiency initiatives - $2.376M reduction in
past four years, targeting $250K in next two years

5. Service reviews and outsourcing where practical and cost effective - $1.2M saved
in past two years, targeting $250K in next two years

6. The use of technology to drive efficiencies - savings have been delayed in this
area due to termination of the contract with the then vendor. This is a high
priority focus for the next one to two years. Savings will be addressed once the
system is implemented.

7. Procurement initiatives locally and through the Joint Organisation - $110,000

saved in past two years, target $100,000 over the next two years
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8. Energy management - $365,000 saved in past four years, targeting $150,000 in
next two years

9. Better management of fringe benefits - $173,000 saved in past four years
targeting $80,000 in next two years

10. Improved management of leave liabilities - targeting $200,000 in next two years

11. Reductions in service levels, if agreement can be reached with the community -
targeting $100,000 in next two years

12. Fuel efficiencies - $348,000 saved in past four years, targeting $75,000 in next two
years

13. Utilisation of assets and rationalisation of underutilised assets - targeting
$200,000 in next two years

Although a number of these initiatives have been achieved and others are in the
process of being carried out ($2.3M in next two years), they do not have the level of
financial impact to improve the operating performance ratio to the level required.
The only option to achieve the required change is an above rate peg increase.

Council also uses a range of delivery methods for its services and market tests these
through tendering/EOQI processes where appropriate. Over the past three years,
Council has continued to use external contractors for much of its construction work
and many community services, such as management of its facilities by volunteer
community committees. Council has recently let the management of its Ulladulla
Civic Centre to an external service provider.

The cleaning of the CBD and catering at the Shoalhaven Entertainment Centre have
also been out to tender. International Tourism marketing is done in joint partnership
with the State Government (DNSW) and a private business.

Council is also an active member of the Illawarra Shoalhaven Joint Organisation
(ISJO) and has actively pursued more effective purchases through participating in a
range of tenders and EOIs. These have included:

* Light Vehicles

* Trade Services Panel Tender

* Tree Services Panel Tender

* Legal Services Panel

With ISJO, Council will be identifying further areas for strategic procurement in 2018.

Council has also set up long term panel contracts for asphalt, bitumen resealing and
concrete supply.

Even with all the actions above, there remains a significant funding gap that needs
to be addressed via a special rate variation.
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Appropriateness of the proposed special variation

Why the proposed special variation is the most appropriate option: for example,
typically other options would include introducing new or higher user charges
and/or an increase in council loan borrowings, or private public partnerships or joint
ventures.

Council has reviewed all user pay fees and charges over the last three years, staff
have been trained in pricing, marketing and costing methodologies and, between
2014 and 2017, the income from fees and charges has increased by 15%. Over two
thirds of this revenue has a restricted use within Crown Lands reserves and, even
with the same increase again over the next two years from the remaining fees and
charges, revenue would only increase by $2.2M.

Council forecasts increases of 4% annually for fees and charges in its Long Term
Financial Plan, which is the maximum that the community can bear. Table 4 below
presents the last three years’ fees and charges income (excluding statutory and
regulatory) from Note 3(b)(ii) showing the increases achieved.

Table 4 - Fees and Charges Revenue Increase 2014/15 - 2016/17

5'000 201415 2015/16 2016/17
Fees and charges 29,096 31,121 32,474
+7.0% +4.3%

Council has already been through a Transformation Program in the last couple of
years which resulted in savings of $6m to its cost structure.

In the last few years, Council has implemented some key principles with regard to
borrowing of funds, with one of the main criteria being that the works need to relate
to new or growth assets and will not be used to finance operational needs or
operating deficits. The impact from borrowing funds is the additional expense
incurred from borrowings, which further impacts the operating deficit currently
forecast for the next 10 years, without a rate increase.

The one project that could make significant efficiency savings for Council is the
implementation of a new Council-wide integrated business system. Council had
been going down the path with a LG software vendor, however, after four years, the
contract had to be terminated. Council has fast tracked the selection and
implementation of a business system, which will achieve the efficiency savings
Council needs. The current platform is non-integrated, aged technologies, which
require significant manual input and duplication of effort, with very little visibility
to be able to plan into the future. Unfortunately, this project will take a number of
years to deliver benefits and may not result in staff reductions but will have a focus
on improved efficiencies and customer service.

Due to this delay, some efficiency savings have proven to be too severe in the absence
of an integrated business system. A detailed analysis of Council’s resourcing
requirements has identified several areas that need to be shored up to provide
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3.1.3

current service levels to the community until system efficiencies are able to be
realised.

The Do Nothing LTFP scenario (assuming reversion to the rate peg of 1.5% in
2017/18, 2.3% in 2018/19 and 2.5% thereafter) shows a cumulative 10 year forecast
General Fund operating deficit, before capital grants and contributions, of $23.4M.

The only way to make the significant change required to bring this back to a break-
even result, and to fund the maintenance and renewal of aging infrastructure, is to
introduce a rate increase over the rate peg.

Impact of proposed special variation on Long Term Financial Plan

How the proposed special variation impacts the Long Term Financial Plan forecasts
for the General Fund and how this relates to the need the council identified. Our
assessment will also consider the assumptions which underpin the council’s Long
Term Financial Plan forecasts.

LTFP assumptions
The assumptions that underpin the LTFP are outlined below (Table 6). The change

in the other revenue in 2020/21 is due to changes to the payment of the dividend
from the Sewer fund.

Table 6 - LTFP assumptions

Consumer Price Index (CPI) 2.5%

Road and bridge construction index 1.65%

Population growth 0.6% pa

Number of assessable properties +1.0% pa

Rate peg 2.5% pa

Financial Assistance Grant CPI

Other recurrent government grants +3.0% pa

Interest on investments 3.15%

Employee costs 2.3% in 17/18; 2.5%, thereafter
On-costs 38.9%

Salary savings Target of $233,900 in the 2017/18 budget;

escalated over the forward years in line
with projected award increases

Road maintenance 4%
Materials and contracts 1.5%
Electricity costs Increase of 25% in 2018/19 and in 2019/20
Borrowings repayment schedule
General 10 years
Verons Infrastructure 20 years
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Water and sewer
Interest expense for new loans

Other expenses

Impact of proposed special variation

15-20 years
4.0%
1.5%

For several years, the LTFP has identified the need for increases above the rate peg. This
was clearly documented as part of Council’s Fit for the Future submission. The table
below (Table 7) provides the performance against each of the Fit for the Future measures

with and without this application’s proposed special variation.

Table 7 - Fit for the Future Measures

Key Performance Indicators Statement
Indicator Target Scenario 2017/18 2018/19 2015/20 2020/21 2021/22 202223 2023/24 2024/25 2025/26 2026/27
Local Government Industry Indicators
Operating Performance Ratio Greater than 0% No special variation -1.5% -4.6% -4.1% -2.3% -1.2% -0.6% 0.0% 0.7% 11% 1.2%
Special variation -1.5% -1.1% -0.2% 2.2% 3.2% 3.7% 4.2% 4.8% 5.2% 5.3%
Own Source Operating Revenue Ratio Greater than 60% No special variation 88.4% 88.7% 88.7% 88.9% 89.7% 89.8% 89.9% 90.1% 90.1% 90.2%
Special variation 88.4% 89.2% 89.2% 89.5% 90.3% 90.4% 90.5% 90.6% 90.7% 90.8%
Unrestricted Current Ratio Greater than 1.5 No special variation 2.38 2.35 2.28 2.33 243 2.92 2.70 2.54 3.28 3.51
Special variation 2.38 2.50 2.60 2.72 2.83 3.26 3.06 3.33 3.69 3.76
Debt Service Cover Ratio Greater than 2.0 No special variation 5.12 3.92 4.10 4.89 5.06 5.32 6.25 6.00 6.68 7.59
Special variation 5.12 4.81 5.09 6.20 6.33 6.61 7.74 7.38 8.20 9.30
Rates, Annual Charges, Interest and Extra Less than 10% No special variation 54% 6.1% 5.6% 5.6% 4.8% 4.8% 4.8% 4.8% 4.8% 4.8%
Charges Outstanding Percentage Special variation 5.4% 5.5% 5.5% 5.4% 4.7% 4.8% 4.8% 4.8% 4.8% 4.7%
Infrastructure Asset Pergormance Indicators
Infrastructure Renewals Ratio Greater than 100% No special variation 70.5% 55.9% 51.5% 51.7% 46.0% 46.6% 46.5% 45.6% 48.2% 50.8%
Special variation 70.5% 61.2% 60.1% 69.0% 69.2% 74.7% 70.9% 69.9% 72.7% 76.3%
Infrastructure Backlog Ratio Less than 2% No special variation 3.1% 3.2% 3.2% 3.2% 3.3% 3.3% 3.3% 3.2% 3.2% 3.2%
Special variation 3.2% 3.2% 3.2% 3.1% 2.9% 2.8% 2.6% 2.4% 2.2% 2.0%
Asset Maintenance Ratio Greater than 1x No special variation 0.96 0.93 0.94 0.94 0.94 0.94 0.95 0.96 0.97 0.97
Special variation 0.96 0.97 0.97 0.97 0.97 0.98 0.93 0.99 1.00 1.01
With the proposed special variation:
e the operating performance ratio exceeds the target of 0% by 2020/21, as required
under Fit for the Future, and the cumulate operating result before capital grants and
contributions over thel0 year forecast is a surplus of $71.8M;
¢ the asset maintenance ratio is close to the 1x target; and
o the asset renewals and infrastructure backlog ratios trend toward target over the
planning horizon. However, an average of $15.5M pa over the planning horizon is
needed to bring the Infrastructure Renewals Ratio up to the benchmark level of 100%,
all other things being equal.
The Base Case contrasts strongly with a scenario where the 13.2% increase is not retained
as a permanent increase to Council’s rate base and is significantly worse than one where
the special variation proposed in this application is adopted.
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3.2

3.2.1

Financial sustainability

The proposed special variation may be intended to improve the council’s underlying
financial position for the General Fund, or to fund specific projects or programs of
expenditure, or a combination of the two. We will consider evidence about the
council’s current and future financial sustainability and the assumptions it has made
in coming to a view on its financial sustainability.

You should explain below:

v The council’s understanding of its current state of financial sustainability, its
long-term projections based on alternative scenarios and assumptions about
revenue and expenditure.

¥ Any external assessment of the council’s financial sustainability (eg, by auditors,
NSW Treasury Corporation). Indicate how such assessments of the council’s
financial sustainability are relevant to supporting the decision to apply for a
special variation.

¥ The council’s view of the impact of the proposed special variation on its financial
sustainability.

Background -Current financial sustainability

The council’s understanding of its current state of financial sustainability, its long-
term projections based on alternative scenarios and assumptions about revenue and
expenditure.

In February 2017, Council applied to IPART for 13.2% and 14% general rates income
increases for 2017/18 and 2018/19, including known and projected rate pegs, to fund
new infrastructure investment, reduce infrastructure backlog and improve financial
sustainability. Of the 2017/18 proposed increase, 0.2% was to enable Council to take
out a loan of $2M for development of road infrastructure for Verons Estate. IPART
approved a one-year temporary increase of 13.2% for 2017/18 in May 2017. The one
year approval was given as IPART determined Council had not updated and
advertised its Integrated Planning & Reporting documents for its special variation
proposal. In its determination, IPART commented “Overall, we consider on balance
the community was adequately consulted, despite the IP&R documentation not
discussing the full extent of the rate rise.”

As part of a Councillor Budget Workshop held on 31 August 2017, options were
discussed to reduce costs by adjusting service delivery and increase revenue through
additional fees and charges. If they had been adopted, the impact of these changes
was estimated to be $600,000 pa, leaving a funding gap of, approximately, $11.2M pa,
once expected increases to electricity charges and operational costs associated with
the Shoalhaven Indoor Sports Centre are factored into Council’s Base Case scenario
from 2019, that is, assuming retention of the 13.2% increase in 2017/18 as a
permanent increase and 2.5% rate peg increases from 2018/19 onward. While
continuation of the 2017/18 special variation as a permanent increase reduces the
funding gap to $4.1M pa, it does not allow Council to adequately address asset
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renewal requirements over the 10 year planning horizon - as can be seen in Figure

Base Case
1500%
% % e o5 dy 0%
as 6
425% i s85% 7% 0N
.—'—'-‘—-_______._
0%
.
— P
- Ll 201328 Fura el w2 20E8 16 ey
D59
00N
-0
-A50.0%
I Operaing Perfiimance Rt e SO0 RS E] LD e 1 BT STANCE R

Figure 11 - Key Performance Measures Under Base Case Scenario

The operating performance ratio exceeds the target of 0% by 2021/22, a year later than
required under Fit for the Future. The asset maintenance target is close to 1x target and
Council moves toward the target over the planning horizon. An average of $15.5M pa over
the planning horizon is needed to bring the Infrastructure Asset Renewals Ratio up to the

benchmark level of 1x, all other things being equal.

The Base Case contrasts strongly with a scenario where the 13.2% increase is not retained as a

permanent increase to Council’s rate base (“Do Nothing”), as can be seen in Figure 12.
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Figure 12 - Reversion to Rate Peg in 2017-18 as per IPART Determination

In this case, Council will not meet its operating performance ratio target over the planning
horizon and there is a deterioration in the asset renewal ratio.

Council’s Resourcing Strategy has identified major shortfalls in resources and funding that
will occur over the next 10 year period due to the need to allocate additional funding for
infrastructure renewal.

Like all levels of government, Councils have limited funding available to provide the wide
array of services required by the community. If Council wished to address this shortfall, it
would have to either:

1 Increase its revenue; or

2 Decrease operating expenses; or

3 Decrease its new capital works; or

4 Borrow more money; or

5 Commence a combination of all of these.

The Resourcing Strategy presented to Council as part of the Integrated Strategic Plan 2017
identified a number of workforce challenges and, once again, highlighted the challenges to
attaining financial sustainability in the absence of a special variation application - Base Case
(Rate Peg Only) General Fund Financial Statements. The Base Case was updated following
the announcement of the 2018/19 rate peg of 2.3% by IPART. A comparison of the Net
Operating Result before capital grants is presented in Figure 13, which shows operating
deficits till the latter part of the planning horizon.
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Figure 13 - Comparison of Net Operating Result before capital grants from the Integrated Strategic
Plan 2017 and recently updated for the announced 2018/19 rate peg

At a Councillor Briefing on 24 August 2017, a number of resource challenges for Council were
identified:

* Increasing community expectations

Workload from a growing local economy and increased development
* Ageing workforce

* Competitiveness - ability to attract and retain the right people

* Performance against service delivery benchmarks

The Briefing identified approximately $3.8M of ongoing resourcing needs. However, only
$2M of additional expenditure (approximately 50% of needs), phased over two years, is
included in the financial modelling over the planning horizon.

3.2.2  External assessment of Council’s financial sustainability

v Any external assessment of the council’s financial sustainability (eg, by auditors,
NSW Treasury Corporation). Indicate how such assessments of the council’s
financial sustainability are relevant to supporting the decision to apply for a special
variation.
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There have been a number of external reviews of Council financial sustainability and
these are detailed below.

TCorp Review

In 2012, NSW Treasury Corporation (TCorp) undertook an analysis of the Financial
Sustainability of each NSW Council. The Financial Assessment and Benchmark Report
reviewed three years of Council operations (2009/10 - 2011/12) and conducted a
detailed review of their 10 year financial forecasts. The report made the following
comments in their assessment of the Shoalhaven City Council’s financial situation:

Council reported $43.1m of Infrastructure Backlog in 2011 which represents 2.3% of its
infrastructure asset value of $1,873m. Other observations include:

* The backlog is on an upward trend particularly in the roads asset category

* A significant portion of the Backlog (77.9%) is related to roads assets

The key observations from our review of the Council’s 10 year forecasts for its General Fund
are:

* The forecast shows deficit positions excluding capital grants and contributions in all
forecast years

*  Council’s forecast liquidity position is particularly weak, particularly from 2015 when the
Unrestricted Current Ratio falls to negative levels which indicate that Council will have
difficulty meeting its day to day expenses

The Council has posted declining operating results when grants and contributions for capital
purposes are excluded.

This trend of declining operating results is not financially sustainable in the long term.

The Council has a maintenance shortfall of around $7m each year which can impact on the
condition of the infrastructures. This is reflected in an Asset Maintenance Ratio of below
1.0x in all three years.

Asset renewal spending decreased by nearly 40% ($5.5m) over the last three years.

Operating deficits are forecast in the current 10 year model and Council is reliant on meeting
its expenditure savings and productivity improvements to reach the forecast results. The
declining result is not a sustainable trend.

The TCorp report presented to Council a very clear assessment of its current
performance and its long-term outlook. It has been instrumental in Council
determining the actions to be taken to address the long-term sustainability of the
organisation.

Fit for the Future Report on Financial Sustainability

The “Report on Financial Sustainability - Shoalhaven City Council, General Fund”
provides details of the issues facing Council at that time. In October 2014, in response
to the report, Council adopted the following resolution:-
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Financial Sustainability Report File 39801E

That Council adopts the following recommendations from the Report of the General Manager
(Corporate and Community Services Group) on the Financial Sustainability of Council:

a) Council notes the current long term financial position of the organisation and begins
Community Engagement with regard to ways to address Councils Financial position

b) The General Manager and Staff commence to prepare the necessary documentation in
relation to the State Governments “Fit for the Future” Program.

c) The General Manager introduce formalised continuous improvement principles and
processes to the organisation

d) The General Manager continues to drive cultural changes throughout the organisation in
order to address Councils long term financial sustainability.

e) Council adopt the key principles with regard to future Loan borrowings, Asset
Rationalisation and Revotes as covered in the Financial Sustainability report attached.

f) That a further report be presented to Council on recommended principles and
opportunities for asset and service rationalisation and their relationship to the Long Term
Financial Plan.

g) That staff undertake a review and report to Council on opportunities for increased income
generation from Council’s assets and services.

Council’s Fit for the Future submission also highlighted the need for rate increases to
address the long-term renewal and maintenance issues facing the community.

Figure 14 below is taken from the submission and highlights the existing LTFP at the
time and the improvements gained with the rate increases and strategies proposed
at that time.

Operating Performance Ratio

—Subimissinn  =—ge=J016/17 LTFP  =—==Strategy Changes

Figure 14 - Operating Performance Ratio as per the 2015 Fit for the Future Submission
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3.2.3

External Audit Report on 2016/17 General Purpose Financial Statements

On 31 October 2017, the NSW Audit Office expressed an unmodified opinion of
Council’s general purpose financial statements.

The Audit Report noted that:

Growth in revenue from rates and annual charges of 3.4 per cent is consistent with
the 2016-17 budget.

Council’s [consolidated] operating result from continuing operations $36.6 million
(2016: $39.7 million) was also impacted by:

e depreciation and amortisation of $59.2 million (2016: $55.1 million)

e expenses increasing by $17.9 million

Council’s [consolidated] operating performance ratio of 2.6 per cent in 2016-17
continues to exceed the industry benchmark. However, the ratio has fallen mainly
due to increases in operating expenditure.

Council’s infrastructure renewals ratio is below the industry benchmark. This ratio
has improved due to Council's commitment to asset renewal.

The Audit Office opinion confirms Council’s commitment to addressing its ongoing
gap in asset renewal. It also highlights the problem that, as Council’s asset base
grows, there are consequential impacts on depreciation. Actions taken by Council to
address maintenance backlogs necessarily impact operating expenses.

Council’s view of the impact of the proposed special variation

The council’s view of the impact of the proposed special variation on its financial
sustainability.

Council understands that the proposed special variation is required to address its
long term financial sustainability. It also understands that other measures must also
be pursued, including other revenue measures outlined earlier in the report and
ongoing business process improvement and expenditure measures. However, it is
acknowledged that that the financial gap is too large to address without the special
variation as cost and service reductions can only fill a portion of the gap.

To limit the impact on the community, address some of the resourcing issues at
Council and progress toward the benchmarks for the three key Fit for the Future
indicators (operating performance ratio; building and infrastructure asset renewal
ratio; maintenance ratio), the following multi-year special variations are proposed:

* 17.1% rate increase in 2018/19 - this increase reflects the continuation of the
special variation of 13.2% (including the rate peg of 1.5%) in 2017/18 together
with an additional 5% rate increase (including the rate peg of 2.3%)

IPART Special Variation Application Form — Part B



* 5% rate increase(including the rate peg of 2.5%) in 2019/20
* 5% rate increase(including the rate peg of 2.5%) in 2020/21

This means that there will be a cumulative increase of 15.8% over the 2017/18 rate
base (assuming the 13.2% special variation is retained as a permanent increase),
which is 4% lower than the cumulative increase based on Council’s original 14% SRV
for 2018/19. The increase will, however, allow Council to meet its Fit for the Future
targets but at a slower rate.

The chart in Figure 15 shows the projected impact on the key financial indicators of
this proposal.
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Figure 15 - Key Performance Measures Under Current SRV Proposal

To achieve the asset renewal target of 100% by 2026/27, requires rate increases of 5%
pa for the next seven years followed by a 3.4% increase in 2025/ 26.

This approach has been consistent since 2015 when Council made its Fit for the
Future submission and, apart from updating the LTFP and the SRV amount,
Council’s position has remained unchanged as reflected by the fact that Council has
resolved to proceed with the application. The indicators provided in the following
section further demonstrates the impact that the special variation is expected to have
on the financial sustainability of the organisation.
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3.3

3.3.1

Financial indicators

How will the proposed special variation affect the council’s key financial indicators
(General Fund) over the 10-year planning period? Please provide, as an addendum
to the Long Term Financial Plan, an analysis of council’s performance based on key
indicators (current and forecast) which may include:

¥ Operating balance ratio excluding capital items (ie, net operating result before
capital grants and contributions as percentage of operating revenue before
capital grants and contributions).

v Unrestricted current ratio (the unrestricted current assets divided by
unrestricted current liabilities).

v Rates and annual charges ratio (rates and annual charges divided by operating
revenue).

v Debt service ratio (principal and interest debt service costs divided by operating
revenue excluding capital grants and contributions).

v Broad liabilities ratio (total debt plus cost to clear infrastructure backlogs as per
Special Schedule 7 divided by operating revenue).

v Asset renewal ratio (asset renewals expenditure divided by depreciation,
amortisation and impairment expenses).

Financial Indicators

Council’s Long Term Financial plan was updated and adopted by Council on 28
November 2017. Within the plan, a number of the key financial indicators for Council
over the 10-year planning period are provided. This is shown as Attachment 4. An
addendum showing the unrestricted current ratio and the impact of the 2.3% rate peg
has also been provided. This is shown as Attachment 5.

Figure 16 shows the projected impact of the special variation proposed in this
application on three key financial indicators: Operating Performance ratio; Asset
Renewal ratio; and Asset Maintenance ratio.
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Figure 16 - Key Performance Measures Under Current SRV Proposal

In general, there is improvement across the indicators with the most significant improvement
being in the Operating Performance result.

There is improvement in the Building and Infrastructure Asset Renewal result but Council
still has more to do to bring this indicator to the target required. To achieve the asset renewal
target of 100% by 2026/27 would require rate increases of 5% pa for the next seven years
followed by a 3.4% increase in 2025/ 26.
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34 Contribution plan costs above the cap

You should complete this section if the proposed special variation seeks funding for
contributions plan costs above the development contributions cap. Otherwise, leave
this section blank.

Please explain how the council has established the need for a special variation to meet
the shortfall in development contributions.

For costs above the cap in contributions plans, a council must provide:!

¥ acopy of the council’s section 94 contributions plan

Y acopy of the Minister for Planning’s response to IPART’s review and details of
how the council has subsequently amended the contributions plan

v details of any other funding sources that the council is proposing to use, and

v any reference to the proposed contributions (which were previously to be
funded by developers) in the council’s planning documents (eg, Long Term
Financial Plan and Asset Management Plan AMP.

Not applicable.

1 See Planning Circular 10-025 dated 24 November 2010 at www.planning.nsw.gov.au and for the most recent
Direction issued under section 94E of the Environmental Planning and Assessment Act 1979. See also
Planning Circular PS 10-022 dated 16 September 2010.
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Assessment criterion 2: Community awareness and
engagement

Criterion 2 in the Guidelines is:

Evidence that the community is aware of the need for and extent of a rate rise. The Delivery Program and
Long Term Financial Plan should clearly set out the extent of the General Fund rate rise under the special
variation. The council’s community engagement strategy for the special variation must demonstrate an
appropriate variety of engagement methods to ensure community awareness and input occur. The IPART fact
sheet includes guidance to councils on the community awareness and engagement criterion for special
variations. In particular, councils need to communicate the full cumulative increase of the proposed SV in
percentage terms, and the total increase in dollar terms for the average ratepayer, by rating category

Our fact sheet on the requirements for community awareness and engagement is available on
the IPART website.2

In responding to this criterion, the council must provide evidence that:

v

v

it has consulted and engaged the community about the proposed special variation using a
variety of engagement methods and that the community is aware of the need for, and
extent of, the requested rate increases

it provided opportunities for input and gathered input/feedback from the community
about the proposal, and

the IP&R documents clearly set out the extent of the requested rate increases.

In assessing the evidence, we will consider how transparent the engagement with the
community has been, especially in relation to explaining:

v

v

the proposed cumulative special variation rate increases including the rate peg for each
major rating category (in both percentage and dollar terms)

the annual increase in rates that will result if the proposed special variation is approved in
full (and not just the increase in daily or weekly terms)

the size and impact of any expiring special variation (see Box 4.1 below for further detail),
and

the rate levels that would apply without the proposed special variation.

More information about how the council may engage the community is to be found in the
Guidelines, the IP&R manual and our fact sheet.

2

https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/For-Councils/Apply-for-a-special-variation-
or-minimum-rate-increase
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Box 4.1 Where a council is renewing or replacing an expiring special variation

The council’s application should show how you have explained to its community:

v

There is a special variation due to expire at the end of the current financial year or during the
period covered by the proposed special variation. This needs to include when the expiring
special variation was originally approved, for what purpose and the percentage of (General
Fund) general income originally approved.

The corresponding percentage of general income that the expiring special variation represents
for the relevant year.

Whether the temporary expiring special variation is being replaced with another temporary
or a permanent increase to the rate base.

The percentage value of any additional variation amount, above the rate peg, for which the
council is applying through a special variation.

If the proposed special variation was not approved (ie, only the rate peg applies), the year-on-
year change in rates would be lower, or that rates may fall.

The council also must attach, to its application to IPART, a copy of the Instrument of Approval that
has been signed by the Minister or IPART Chairman.

4.1

The consultation strategy

The council is required to provide details of the consultation strategy undertaken,
including the range of methods used to inform and engage with the community
about the proposed special variation and to obtain community input and feedback.
The engagement activities could include media releases, mail outs, focus groups,
statistically valid random or opt-in surveys, online discussions, public meetings,
newspaper advertisements and public exhibition of documents.

The council is to provide relevant extracts of the IP&R documents that explain the
rate rises under the proposed special variation and attach relevant samples of the
council’s consultation material.

4.1.1 The Consultation Strategy

v it has consulted and engaged the community about the proposed
special variation using a variety of engagement methods and that the
community is aware of the need for, and extent of, the requested rate
increases

v it provided opportunities for input and gathered input/feedback from
the community about the proposal, and

Community engagement in relation to Council’s financial sustainability
position started in October 2014 when Council first considered the Financial
Sustainability Report. There was extensive media coverage at the time and
debate in the community. Since that time, Council has continued to work
alongside the community and Community Consultative Bodies (CCBs) to
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understand the community’s priorities and visions via the Community
Strategic Planning and Delivery Program process.

At this time, Council’s CCBs were provided with a presentation at the CCB
Executive meeting and access to the information. This continued when the
State Government introduced the Fit for the Future requirements. Council
updated its information in line with these requirements and again made this
information available to the community. The Fit for the Future submission
clearly outlined the need for two x 7.5% above rate peg increases.

During the public consultation process for the proposed forced merger of
Shoalhaven City Council and Kiama Council (January- April 2016), Council
again outlined its financial position and the Fit for the Future measures. In
a number of submissions received, as part of this process, members of the
public made it clear that there was a good understanding of the Council’s
financial strategy and proposal and support for this.

With the election of the new Council (September 2016) and changes in the
rate peg and additional costs impacting the financial position of the
organisation, the Financial Sustainability report was updated and presented
to Council for consideration. That report outlined the recommended rate
rises required to meet the Fit for the Future benchmarks and to improve
infrastructure. ~ Council resolved to undertake further community
engagement and present to the community three rate increase options for
their feedback.

Council undertook a significant community engagement process for the
previous year’s 2017/18 SRV application, submitted to IPART in February
2017. A copy of the outcomes of this engagement process can be found in
the Community Engagement Report for 2017/18 (Attachment 6). It was clear
from this consultation process that the community were aware and
understood the SRV proposal that had been put forward by Council.

This was reinforced through the IPART determination which stated that:
“Council provided evidence the community is aware of the need for, and extent
of, the rate rise. It used a variety of strategies to inform the community,
although it provided little detail about how the additional revenue would be
spent. There were sufficient opportunities for community feedback, and the
council considered the community’s views” (Page 6, IPART Shoalhaven
City Council’s application for a special variation for 2017-18)

A full outline of the community engagement methods and approaches
undertaken for the 2018/19 application are provided in the Community
Engagement Report for 2018-19 (Attachment 8). This report provides an
overview of the methods used, examples of documentation and information
provided to the community. It also details the strategy employed to ensure
the community were aware, understood and were able to provide comments
on the SRV proposal and the Integrated Planning and Reporting
Documents. The details provided below are a summary of the overall
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consultation strategy employed and the ways in which Council meets
IPART’s criteria in this regard.

Council continued to engage the community on the rate rise topic following
submission of the 2017-18 SRV application in February 2017 and receiving
the determination in May 2017. In October 2017, Council resolved to
continue the path of ensuring financial sustainability and reapply for
additional SRVs.

Council’s SRV 2017/18 IPART application contained cumulative increases
of 35.6%, however, following feedback from the community, Council
resolved in January 2017 to reduce the cumulative impact of the previously
proposed rate increases to 31.0% over four years (this compares to a
cumulative increase of 9.3% over four years, if only the rate peg was applied
and no SRV).

Council resolved in October 2017 to seek IPART approval to retain the 13.2%
SRV (approved as a one-off increase in 2017/18) as a permanent increase
and for the additional special variations:

e 5.0% in 2018/19 (including an estimated rate peg of 2.5%)
e 5.0% in 2019/20 (including an estimated rate peg of 2.5%)
e 5.0% in 2020/21 (including an estimated rate peg of 2.5%)

Following this resolution, Council updated its Integrated Strategic Plan
(including the Delivery Program and Operational Plan) to more clearly
outline the SRV proposal, and commenced engagement with the community
on its updated Integrated Planning Reporting documents and revised SRV
proposal. This included providing a specific chapter (Attachment 7) which
clearly outlined the SRV proposal to the community.

The engagement clearly outlined that:

e  Council had received a temporary SRV increase applicable for 2017/18
only

e This increase was only of a temporary nature and would expire

e The increase had been previously approved to fund infrastructure
maintenance and renewal

e The expiring variation would be replaced with a new proposal which
resulted from the feedback received as part of the community
engagement undertaken for the previous SRV and would include
retention of the temporary measure plus an additional variation
amount above the rate peg which would form part of the application.

e The community’s feedback regarding affordability had been considered
and that, as part of the request to obtain a permanent SRV increase, it
was proposed that additional increases of 5% would be phased over
future years.

e There was a significant need for the increase
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4.1.2

e  Theimpact onrates if the SRV was not made permanent (i.e. they would
fall)

e A rate calculator was provided on Council’s website to enable
ratepayers to assess the direct impact of the proposed increases on their
rates and for them to be able to understand the individual impact that
this would have based on their situations.

Documentary evidence of how this was provided to the community is
included within the Community Engagement Report SRV 2018-19
(Attachment 8).

Community engagement was undertaken on the revised Special Rate
Variation proposal and updated IP&R documents from 26 October to 23
November 2017.

The purpose of the community engagement program was to:
¢ Inform community members of the revised SRV proposal

¢ Inform community members of the amendments to Councils IP&R
documentation (resulting from the SRV proposal)

* To seek community feedback on the revised SRV proposal, and

* To seek community feedback on the updated IP&R documentation.

It was important that a variety of methods were employed and that the
strategy enabled the key messages to reach our community. Given that the
community was well informed of the original rates proposal (with [IPART
receiving a significant number of submissions), it was important to provide
information which shows what the change in this proposal was and why a
new application needed to be made.

Community Engagement Methods

Community Engagement for the SRV 2018-19 has been extensive and used
a variety of communication methods to inform the community of the revised
proposal and updated IP&R documents and to encourage the community to
provide feedback. This included (but was not limited to):

* Webpage on Council’'s community engagement platform - this page
contained factsheets, information about the proposal, graphs and tables
showing impacts, community presentations, Councils IP&R documents
(which were exhibited with the proposal) and other information and
opportunities to make submissions or submit questions

* Hardcopy Information Packs - these contained a range of resources,
including key information provided in a colour brochure, a four-page
factsheet and a series of Frequently Asked Questions (FAQs)

* Document exhibition (at Council sites throughout the LGA) - contained
Councils IPR documents, factsheets and other information
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* Three public meetings - A presentation was given to ratepayers about the
proposal, impacts, alternatives and where the money would be spent

* Media campaign - a range of messages were provided to the community
through media releases, media articles and interview opportunities

* Social media campaign - this sought to inform the community of the
proposal and encourage them to seek information on our website or via
phone calls to Council

* Television advertising - was played on a popular local station and
encouraged the community to seek further information directly from
Council on our website

* Electronic direct mail (EDMs)- a number of articles were included in
Council’s e-newsletter which is sent to over 2,000 ratepayers on a weekly
basis

* Inclusion in Rates Newsletter and sent via post to all ratepayers - Covered
all of our ratepayers to ensure that they received information about the
proposal directly in their mail box. This directed the community to seek
further information from our website or via a phone call to Council

e Community Consultative Bodies, Business Chambers and other
community groups notification and activation

* Council foyer posters and television display

* Advertisement on the front page of Council’'s website (slider and news
articles)

¢ Rates Calculator

Full details of each method and outcomes are provided in the attached
Community Engagement Report SRV 2018-19 (Attachment 8).

4.1.5 IP&R Documentation and Consultation

An integral part of the consultation strategy and process was the exhibition
and explanation of the changes that had been made to Council’s Integrated
Planning and Reporting documentation to reflect the SRV proposal.

Council had undertaken a review of the CSP, DPOP and Resourcing
Strategy in April and May 2017. This involved extensive community
consultation on the Priorities, Goals and Actions that would be contained in
the ISP for the next four years. Included as part of this discussion with the
community was the message that an SRV application had been submitted to
IPART and there was a need for ongoing improvements to the Council
financial position.

Following Council’s adoption of the temporary SRV was the further
determination of an intent to submit an application for 2018/19 to seek to
make this SRV permanent and seek additional increases. All the IP&R
documentation that had been adopted by Council in June 2017 was revisited
and amended to reflect the new SRV proposal. An additional chapter was
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4.2

added to the ISP document titled Chapter 7 Special Rate Variation. This
chapter outlined the SRV proposal and the financial impact that this would
have on the organisation. A copy of Chapter 7 is provided as Attachment 7.

The consultation on the SRV that was undertaken for this application
included details of the proposal and also details of the changes that were
made to the IP&R documentation. The IP&R documentation was provided
as part of each report to Council relating to the SRV application for 2018/19
and was also clearly detailed on the community engagement webpage for
the SRV.

References to the SRV and the financial position of Council were also
included throughout the ISP document including within the LTFP
(Attachment 4), CSP chapter 1 and Resourcing Strategy chapter 6.

A summary of evidence found within Council’s IPR documents relating to
the IPART criteria and assessment questions are provided as Attachment 9.

Feedback from the community consultations

Summarise the outcomes and feedback from the council’s community engagement
activities. Outcomes could include the number of attendees at events and
participants in online forums, as well as evidence of media reports and other
indicators of public awareness of the council’s special variation intentions. Where
applicable, provide evidence of responses to surveys, particularly the level of support
for specific programs or projects, levels and types of services, investment in assets, as
well as the options proposed for funding them by rate increases.

Where the council has received submissions from the community relevant to the
proposed special variation, the application should set out the views expressed in
those submissions. Please refer to Section 1.2 concerning how the council should
handle confidential content in feedback received from the community. The council
should also identify and document any action that it has taken, or will take, to
address issues of common concern within the community.

421  Outcomes of Feedback from Community Engagement

Council has undertaken significant engagement with our community about
financial sustainability, the need for increased rates, service provision and
infrastructure needs. This engagement commenced in 2012 and has been an
ongoing conversation with the community since that time. As a result,
Council has received significant feedback from the community about our
performance, their expectations, willingness to pay and their support or
opposition to rates increases. This is explained in the background provided
in sections 4 and 5 as well as both Community Engagement Reports
(Attachments 6 and 8).
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Community Infrastructure Survey

Feedback in 2012/13 from the Community Infrastructure Survey provided

the following information for the consideration of Council.

Figure 17 highlights the very high percentage of respondents that saw

maintenance and renewal of various asset categories as critical or
important both locally and citywide.

Figure 17 - Responses to Critical and Importance of Maintenance and
Replacement
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The following graph (Figure 18) shows the high levels of dissatisfaction

with the current levels of service being provided across these asset
categories.

Figure 18 - Level of Satisfaction
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In relation to the community’s expressed priority area the results were

very clear as indicated below in Figure 19.

Figure 19 - Priority Areas
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Survey respondents were also asked if a ‘fair condition” was acceptable. The
graph below (Figure 20) provides the results of these questions. It is very
clear that the respondents did not think that a ‘fair condition” was acceptable

in a number of the asset categories.

Figure 20 - Fair Condition Acceptable?
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When asked “Do you agree that Council should increase rates to improve

the quality and/or condition from 'fair' to 'good" of the various

infrastructure types, the respondents were supportive in some areas such

as paths and roads.
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Figure 21 - Agree/Disagree to Increase Rates
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Community Survey- 2017

In

2017 Council undertook a community survey of a random

demographically representative sample of community members. This was
conducted to determine the community’s perception of rates increases,
support for rates increases and questions related to Council’s financial
sustainability. The results of the survey include:

Perception of Council’s financial position: Results showed that respondents
did not agree that Council’s financial situation was particularly
negative. The average score (4.9 out of 10) showed that the respondents
mainly had a neutral perception towards Council’s financial situation

Support for the rates proposal: Two in five residents (40%) indicated that
they were not at all supportive’ of paying higher rates. 16% of
respondents had neutral support for paying higher rates. Average
respondent support was 3.0 out of 10.

The results showed that 62% of respondents do not support the idea of
having to pay higher rates. This result is the same among rate-payers.
Non-rate payers seem to be less supportive, however the significance
tests show that the differences are not statistically significant.

Motivations to pay higher rates, usage fees and charges: The results showed
that some residents would consider paying higher rates, usage fees and
charges, if the community has a say in the way the money is spent.
Some residents also advised that they would consider paying higher
rates, if the extra money is spent on the community priorities,
management of Shoalhaven’s natural environment and the operations
of Council in a more sustainable way.
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The Council’s financial sustainability, implementation of strategic objectives
and provision of inclusive facilities were not stated as strong motivators.
Some respondents agreed that they would be willing to pay higher rates,
usage fees and charges, if it makes Shoalhaven City a more liveable and
attractive place, more prosperous and inviting.

Figure 22 - Willingness to Pay Higher Rates

I am willing to pay higher rates, usage fees and charges if it is going fo
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... help Council manage Shoalhaven's natural environment
.. help Council to operate in a more sustamable way
.. help Council to be financially sustainable

.. help Council implement its strategic objectives

... enable Council to provide more mnclusive facihties

Respondents recommended that to create an overall motivation for paying
higher rates among residents, Council should create opportunities for
community to be involved in decision-making processes. Council should
clearly show that it understands the community’s priorities correctly and
build strategies to make the money is spent effectively to meet their
priorities.

To create support for having to pay higher rates, Council should
communicate its management methods more effectively. Residents should
be aware how the higher rates would provide Council with opportunities to
build more inclusive community facilities.

Council should ensure that the residents are aware that the higher rates
generate financial sustainability for the Council and opportunities for
management to implement its strategic objectives. In both cases, some
residents are motivated to pay higher rates and support having to pay
higher rates if the money is used to improve Shoalhaven City’s future
prospects.

* Spending of additional funds: According to respondents, the extra
income that is generated from the increased rates should be spent on
roads (58%).The significance tests showed that the roads are clearly the
main priority for the Council’s future investments for all subgroups of
the sample.
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Table 10 - Areas for SRV Funds to be Directed

Roads 58%
Facilities management 26%
Maintaining a balanced budget 12%
Maintaining a deficit 3%
Asset renewal 9%

* Services to be reduced: Respondents did not clearly identify particular
services or facilities to be reduced to help to maintain the rates, fees, and
charges at their current level. Some respondents suggest some unused
services and facilities be closed, namely entertainment, art, information
centres and take away facilities in Nowra and Milton. Respondents
suggest roads cleaning and street sweeping could be reduced to help
keep fees at their current level.

Numbers of parks and reserves can be reduced by closing some located
in isolated irrelevant areas. Similarly, some respondents suggest
reducing the number of waste collection bins.

A reduction in wages paid to Councillors and Councillors expenses,
including water bottles /food at council meetings as well as staff salaries
was also suggested.

Respondents listed some unused services and facilities such as
roundabout at south Nowra, new plan for Bomaderry sporting
complex, misting bubblers in the Nowra CBD and library services.
Some respondents suggested community events could be reduced to
keep the rates at their current level.

There were some comments made about the contractors who currently
work for the Council while some suggested that having contractors is
more efficient. Respondents stated that if the tip fees are eliminated
council could save money for cleaning illegal dumping. Finally, it was
suggested that the red tape and some internal Council expenses could
be reduced.

Council is continually evaluating its services and looking at ways to
reduce expenditure and long-term liabilities. Some of these suggestions
may be viable while others may not be acceptable to the majority of the
community. These suggestions will be considered in an ongoing
process and will involve the necessary community consultation.

* Recommended ways to raise revenue: When the respondents were
asked to recommend ways for the Council to raise revenue, the most
common recommendations were related to better management
methods. Residents understand that the rates, fees and charges are the
main sources of Council’s income, thus they recommend rate increases
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as a way of raising revenue. Residents mentioned that Council should
apply for funding from the State and Commonwealth governments as
a way of raising revenue.

Residents suggested that user pays for the services and facilities could
be a source for additional revenue. Residents suggested that users
might start to pay or pay more for the services and facilities they use
such as, library computers, development applications, and boat ramps.
Similarly, parking fees and fines are suggested as a potential source for
revenue raise. Residents suggest user pays for car parking in the CBD
or in caravan parks is another way of raising revenue.

Residents recommend conducting events and activities for the council
to raise revenue. They suggested that more community events, festivals,
fairs, concerts, and annual shows would not only raise funds for the
Council but also bring the Shoalhaven community together.

Tourism was suggested as a way to raise income. Visitors could have
‘“user pays’ for the existing tourist attractions and also for the activities
that are held by the Council. Furthermore, if tourism is improved, the
facilities that are mainly used by tourists would generate more revenue.

Residents suggested that the Council management should work more
efficiently and be more productive. They recommended that Council
review their investment strategy. They claimed that cutting some
internal expense would be helpful to reduce expenditure. They also
suggested a reduction in the number of staff.

A number of these suggestions are already being explored. Some are
not necessarily revenue raisers but may, in fact, increase costs. These
suggestions will be considered in an ongoing review process and will
involve the necessary community consultation.

A copy of the survey results can be found in Attachment 6.
Submissions and Community Feedback

A comprehensive explanation of the feedback received from the community
in relation to this SRV proposal have been included within Attachment 6 -
Community Engagement Report 2017/18.

The outcomes of the community consultation indicates that the proposed
rate increase was generally not supported; however, there are some
members of the community who would pay higher rates to maintain
services. The feedback is also clear that, if a SRV is determined, the
community does want to have a say in how the funds raised from a Special
Rate Variation are allocated. A key theme in the submissions and
engagement was the impact of rates on low income earners and pensioners.
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Council acknowledges that any rate increase may be difficult for some
community members.

Verons Estate
There has also been an extensive consultation process in relation to Verons

Estate. The details of this are contained in the Verons information
attachment (Attachment 3).
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5  Assessment criterion 3: Impact on ratepayers

Criterion 3 in the Guidelines is:

The impact on affected ratepayers must be reasonable, having regard to both the current rate levels, existing
ratepayer base and the proposed purpose of the variation. The Delivery Program and Long Term Financial
Plan should:

* clearly show the impact of any rises upon the community
* include the council’s consideration of the community’s capacity and willingness to pay rates, and

* establish that the proposed rate increases are affordable having regard to the community’s capacity to pay.

The impact of the council’s proposed special variation on ratepayers must be reasonable. To
do this, we take into account current rate levels, the existing ratepayer base and the purpose
of the proposed special variation. We also review how the council has assessed whether that
the proposed rate rises are affordable having regard to the community’s capacity and
willingness to pay.

5.1 Impact on rates

Much of the quantitative information we need on the impact of the proposed special
variation on rate levels will already be contained in Worksheet 5a and 5b of Part A of
the application.

To assist us further, the application should set out the rating structure under the
proposed special variation, and how this may differ from the current rating structure,
or that which would apply if the special variation is not approved.

We recognise that a council may choose to apply an increase differentially among
categories of ratepayers. If so, you should explain the rationale for applying the
increase differentially among different categories and/ or subcategories of ratepayers,
and how this was communicated to the community. This will be relevant to our
assessment of the reasonableness of the impact on ratepayers.

Councils should also indicate the impact of any other anticipated changes in the rating
structure.

Impact on Rates

Council recognises that any increase in costs including increases in rates will have a
negative impact on some members of the local community. Council has taken very
seriously its responsibility in trying to balance the needs of individual’s financial
circumstances with the greater issues facing the entire community. The increase being
requested tries to find the right balance while addressing the long term and
intergenerational issues for which Council is responsible.
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The rating structure with the proposed special variation compared to the expected
yield assuming rate peg increases in 2017/18 and 2018/19 (1.5% and 2.3%) is outlined
in Table 11. There are no plans to change the rating structure. The SRV will be applied
equally across all rating categories.

Table 11 - Rating Structure

2018/19 Rating Structure - Comparison of proposed special variation to rate peg only

Proposed special variation Rate peg only
Average Average
Number of Average Land Notional Rates Notional Rates

Sub-Category assessments Rateable value Value Ad Valorem Base Yield Calculated Yield Calculated
Ordinary Residential Rates 53,101 $14,229,320,310 $267,967 0.2278 5610 $64,803,180 $1,220| $56,611,188 51,066
Residential Non Urban Rates 1,024 527,076,310 526,442 0.2279 46 5108,822 5106 595,065 593
Ordinary Farmland Rates 778 $727,780,700 $935,451 0.1981 5610 51,916,314 $2,463 51,674,066 $2,152
Farmland - Dairy Farmers Rates 126 $160,743,000  $1,275,738 0.1008 5610 $238,905 $1,896 $208,704 51,656
Ordinary Business Rates 170 52,271,090 513,359 0.3319 S0 $7,538 $44 56,585 539
Business Nowra Rates 1,712 $767,887,478 $448,532 0.3201 5610 53,502,481 $2,046| 53,059,721 $1,787
Business Commercial / Industrial Rates 363 $168,843,000 $465,132 0.6930 5610 51,401,626 $3,861| 51,224,441 $3,373
Sussex Area Special Rates 99 $43,237,448 $436,742 0.0341 S0 $14,740 5149 $12,876 5130

57,373 $16,127,159,336 $281,093 571,993,605 $1,255| $62,892,647 51,096

51.1 Minimum Rates
The proposed special variation may affect ordinary rates, special rates and/or minimum rates.

As previously discussed, if the proposed special variation includes increasing minimum rates
above the statutory limit, or is to apply a higher rate of increase to an existing minimum rate
than to its other rates, it is not necessary for the council to also complete the separate Minimum
Rates application form. However, this must be clearly identified and addressed in the special
variation application.

Does the council have minimum Ordinary rates? Yes [] No [X]|
If Yes, does the council propose to increase minimum Ordinary rates by:
The rate peg percentage L]
The special variation percentage [_]

Another amount [_| Indicate this amount

What will minimum Ordinary rates be after the proposed increase?

The council must explain how the proposed special variation will apply to the minimum rate
of any ordinary and special rate, and any change to the proportion of ratepayers on the
minimum rate for all relevant rating categories that will occur as a result.

You should also explain the types of ratepayers or properties currently paying minimum
rates, and the rationale for the application of the special variation to minimum rate levels.
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5.2

Consideration of affordability and the community’s capacity and
willingness to pay

The council is required to provide evidence through its IP&R processes, and in its
application, of how it assessed the community’s capacity and willingness to pay the
proposed rate increases. This is to include an explanation of how the council
established that the proposed rate rises are affordable for the community.

Evidence about capacity to pay could include a discussion of such indicators as SEIFA
rankings, land values, average rates, disposable incomes, the outstanding rates ratio
and rates as a proportion of household/business/farmland income and expenditure,
and how these measures relate to those in comparable or neighbouring council areas.

As many of these measures are highly aggregated, it may also be useful to discuss
other factors that could better explain the impact on ratepayers affected by the
proposed rate increases, particularly if the impact varies across different categories of
ratepayers.

We may also consider how the council’s hardship policy (see Section 5.3 below) might
reduce the impact on socio-economically disadvantaged ratepayers.

5.21 Capacity to pay

One of the issues for Council to consider is the ability of the local community
to pay for the proposed rate increases. A number of graphs are provided below
that highlight the various areas that could be considered in this matter such as
income, rates paid, Council area, etc.

Figure 23 is the Socio-economic Index rating. This shows that the Shoalhaven
has the lowest rating of the group with Coffs Harbour, Tweed and Port
Macquarie within 13 points of the Shoalhaven.

Figure 23 - Socio-economic Index rating
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The SEFIA index below has SCC rated the lowest with 954.6. Coffs Harbour
and Tweed rated 958.4 and 958.5 and Port Macquarie 968.9. All three of these
areas have higher rates than SCC.

Figure 24 - SEFIA Index
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Figure 25 below includes the proposed SRV for SCC and this demonstrates
that even with the SRV, Council is still only in the middle of the group in
terms of average residential rates.

Figure 25 - Average Residential Rates 2014/15 to 2018/19 with SRV for SCC
Average Residential Rates 2014/15 to 2018/18 with SRV for SCC
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Figure 26 below presents information on the average weekly taxable income
compared to the Average Residential rate for Councils in the SCC Group. This
graph shows, for the purpose of comparison, that the gap between one week’s
taxable income (bar) and the average residential rate (line) is the second
smallest of the comparative Councils. This would imply that relative to other
areas with similar levels of taxable income such as Tweed, Port Macquarie or
Coffs Harbour, there is some capacity to increase rates.
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Figure 26 - Average Weekly Income to Average Residential rate

Average Weekly Taxable Income compared to Average Residential Rate
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Figure 27 below shows the comparison of average annual wage and salary
income (bar) for Group 5 Councils compared to the average residential rate
(line). The figure highlights that the SCC average wage and salary earner in
the Shoalhaven is paying a slightly smaller proportion of their income in
residential rates than other centres with higher rates such as Coffs Harbour,
Port Macquarie and the Tweed.

Figure 27 - Average Annual Wage and Salary Income Compared to the
Average Residential Rate
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Shoalhaven City Council has the third highest percentage of pensioners at
23.7% paying rates after Port Macquarie (30%) and Tweed (24%), however,
both Port Macquarie and Tweed have higher rates than Shoalhaven (see line),
with the Tweed being 36% higher than the Shoalhaven'’s. (Figure 28 below.)
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Figure 28 - Average Residential Rates Compared to % Pensioners
Residential rates
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Figure 29 shows a comparison of average rates to the rates as a % of taxable
income. This shows the percentage for Shoalhaven at 2.24% of taxable
income, the second lowest in the group

Figure 29 Council Area to Taxable Income

Average Rates compared to Rates as % Income
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Further analysis was carried out on comparatives of Area of Council, income
levels within Council and the rates being charged. Figure 30 below shows the
relationship for area size and taxable income, which shows the bigger the
council area the lower average taxable income.
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Figure 30 - Council Area to Taxable Income
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Figure 31 below highlights the difference between the Councils in relation to
average rates compared to the total length of road that each Council has to
maintain. This graph highlights the significant difference between the
majority of the Councils and SCC.

Figure 31 - Average Residential Rate Compared to Total Road Length

Average Residential Rate compared to Total Road length

Source NSW 2014/15 Local Government Comparative Data

Figure 32 below provides the level of outstanding rates for the past three
years. This is on a slightly decreasing trend and would indicate that Council
currently has not seen an increase in the number of ratepayers unable to pay
their rates.

Figure 33 provides the number of ratepayers who are accessing the Hardship
Policy. This is very low and would indicate that very few people are
experiencing hardship to the point where they need to access this assistance
from Council.
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Figure 32 - Percentage Total Rates Outstanding
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Figure 33 - Number of Rate Payers Accessing the Hardship Policy
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Figure 34 below has the unemployment figures for the Group 5 Councils from
June 2015 to Sept 2016. Shoalhaven does have the highest unemployment rate
of the comparison Councils. This is an indication that Council does need to
carefully consider the area’s capacity to pay for any rate increase.

Figure 34 - Unemployment Figures for the Group 5 Councils from June 2015
to Sept 2016

Group 5 Council Unemployment Figures Jun 15 to Sept 16
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Figure 35 below has the percentage of pensioners who are paying rates across
the Group 5 Councils. The Shoalhaven has 23.7%. The highest is Port

70 IPART Special Variation Application Form — Part B



Macquarie with over 30%. The average across the group is 23.4% which sees
the Shoalhaven just above the average.

Figure 35 - % Pensioners paying residential rates for the Group 5 Councils

% Pensioners paying residential rates

35.0
30.0
25.0
20.0
15.0
10.0
R R o
\)o & & ¥ \>° \§\
(_,O (_,O (_,O \z\,b‘? (_‘0 (JO (_,0
QA ) A & 2 & Y
\(} O @O & o) & & 6}
\00‘) N > & & & ¥
& & & N %‘& &"Sz’ \\0‘;\%
& Q° N & O o
(,0 ‘_Q’/ Q 9
3

Source NSW 2014/15 Local Government Comparative Data

The information above would indicate that there is a large proportion of
pensioners in other areas where higher rates apply. If this is considered, there
appears to be an ability to increase rates in the Shoalhaven while
acknowledging it may be difficult for some community members.

When all this information is combined, there appears to be an ability for the
community to pay the increase in rates being proposed.

While there needs to be continued discussion in relation to the ability of
residents to pay the rate increase, there also needs to be an awareness and
discussion of the consequences of delaying a rate increase and deferring
infrastructure renewals. The facts set out in this submission, the Financial
Sustainability Document, the Council Fit for the Future Submission and
various other internal and external reports all indicate that Council needs to
target a reduction in services or increase rates above the rate peg.

If a rates increase is delayed and significant reduction in service costs are not
delivered, then the community will be impacted by poor condition assets and
more assets deteriorating at a faster rate due to a lack of funds for the necessary
maintenance and renewal works. This is a risk across Local Governments in
Australia and was highlighted in the National State of the assets report in 2015
for Roads and Community Infrastructure.
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5.3  Addressing hardship

In addition to the statutory requirement for pensioner rebates, most councils have a policy,
formal or otherwise to address issues of hardship.

Does the council have a Hardship Policy? Yes X Nol[]
If Yes, is an interest charge applied to late rate payments? Yes[X] Nol[]

Does the council propose to introduce any measures to reduce the impact ~ Yes[ ] No[ ]
of the proposed special variation on specific groups in the community?

You should attach a copy of the Hardship Policy and explain below who the potential
beneficiaries are and how they are assisted.

Please provide details of any other measures addressing hardship to be adopted, or
alternatively, explain why no measures are proposed.

The council is also to indicate whether the hardship policy or other measures are referenced
in the council’s IP&R documents (with relevant page reference or extract provided).

As part of its advocacy for and on behalf of its communities, Council’s Integrated Strategic
Plan includes Action 4.2.07.6: “Sustain support for ratepayers suffering hardship”. This action
clearly acknowledges Council’s ongoing commitment to supporting ratepayers who may be
over burdened by increases in rates and charges.

The Action is operationalised in Council’s public policy, POL16 /200 Revenue Hardship Policy
(attached). The Policy was updated in 2017 and provides relief in a number of ways:

1. Writing off accrued interest on overdue rates and charges under Section 567 of the
Local Government Act 1993

2. Waiving, reducing or deferring the payment of the whole or part of a rate increase
due to valuation changes under Section 601 of the Local Government Act 1993

Council’s Procedure for Hardship Determination (PRD15/153) includes provision for those
experiencing financial hardship to be referred to support agencies for assistance and for the
consideration and implementation of payment plans by Council, where appropriate.
Council’s Hardship Policy is provided as Attachment 10.

This is included within Councils IP&R documentation- extract shown in Attachment 9.

Action:
4.2.07.6 ISP,
Addressing Sustain Chapter
53 : support for | 2: http://doc.shoalhaven.nsw.gov.au/Displaydoc.aspx?Record=d17/199749
hardship
ratepayers DPOP —
suffering p.20
hardship
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6 Assessment criterion 4: Public exhibition of
relevant IP&R documents

Criterion 4 in the Guidelines is:

The relevant IP&R documents must be exhibited (where required), approved and adopted by the council before
the council applies to IPART for a special variation to its general revenue.

Briefly outline the significant IP&R processes the council has undertaken to reach the decision
to apply for a special variation. Include the details of and dates for key document revisions,
public exhibition period(s) and the date(s) that the council adopted the relevant IP&R
documents.3

You should also include extracts from council minutes as evidence that the documents were

adopted.

The council is reminded that the Community Strategic Plan and Delivery Program (if
amended), require public exhibition for at least 28 days prior to adoption. Amendments to
the Long Term Financial Plan and Asset Management Plan do not require public exhibition.4
However, it would be expected that the Long Term Financial Plan would be posted, in a
prominent location, on the council’s website.

IP& R Process

A number of amendments were made to the IP&R documentation to clearly articulate to the
community the 2018/19 SRV proposal; this included the addition of a Chapter 7 to the
Integrated Strategic Plan titled Special Rate Variation. This chapter forms part of the ISP
document which also contains the CSP, DPOP and resourcing strategy. Chapter 7 contains the
following information:

COMEBNES .. 2
Meeting our future needs — Proposed Special Rate Variation .............ccceeeuenee. 3
Proposed special rate variation — Impact on rate payers ..............cccccevvevvvnnnen. 3
Special rate variation eXPeNAItUTe...............oeceveirivicuiiiirieeeieireereee e 6
Revenue Policy under proposed Special Rate Variation .............ccccocceevevvinienennne. 8
Estimated Income and Expenditure 2018/19 .........cccccovviviviivivniiiiiiiicinn, 8

3 The relevant IP&R documents are the Community Strategic Plan, Delivery Program, Long Term Financial
Plan and where applicable, the Asset Management Plan.

4 Office of Local Government (then Division of Local Government), Integrated Planning and Reporting Manual
for local government in NSW, March 2013, pp 5-6.
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Rating Structure - ordinary rates and special Yates ..............cccccevvvecvrverecnnnnn. 9
OFAINATY TALES ... 9
Special Rate VATIAHONS ........c.cccvvvviiiiiiiiiiiiiiiiiieiititcicecieces e 10
Council SPecial RALES .........ccoovueuvieieieieiiieieieeeiee ettt 11
Special Category Rates — Sussex Inlet CBD Promotion .............c.ccceecvvrueuneses 11
Resolving Small Lot Rural Subdivisions (Paper Subdivisions) ......................... 11
Proposed BOTTOWINGS .......ccccveveueuieieieieiciiiieieiciistee ettt 12
Revised Budget & Capital Works under proposed Special Rate Variation ........ 13
Net Cost Of PYOZIAMNS ....ccccuviuiiiiiiiiiiiiiiiiiiiiicieictt e 18
Capital PYOQIAM .......cocuuiiiiiiiiiciciciciciiccc i 19
Long Term Financial PLAT ... 26
Capital WOorks PrOQIamt ...........ccccccvvvvivvciiiiiiiiiiiiisccicciceectsseec s 40
Sensitivity ANALYSIS ........ccouevvviiviiiiiiiciiiiiiiciciccciee i 41
Long Term Financial Plan Results ............cccccccvvvvvviniiisncicccsccccc 42

(Integrated Strategic Plan 2017, Chapter 7: Special Rate Variation)

The process for ensuring the amendments were outlined and explained to the community is
as follows.

Council
Council Action Report, Link to document Date
Resolution

Council report - Council http:/ /shoalhaven.infocouncil. | 26-Sep 2017
Pathways to report (CL | biz/Open/2017/09/CL_20170
financial 17.272) 926_AGN_3712_AT _SUP_WE
sustainability and B.htm
attachment 1 and 2
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Crrdinary Meeting — Tuesday 26 September 2017
Page 1

CL17.272

HPERM Ref:

Group:
Section:

Attachments:

Fu rpose | Summary

To review and determine Cowncil's financial sustainability strategy (F55) jn Jight_of the IPART
decision to only part approve Council's SRV application.

Council's FE5 must meet the OLG FFTF benchmarks.

Fp.meEtdskaln Mg ing

Pathways to financial sustainability
D17r308897

Finance Corporate & Community Services Group
Finance

1. Budget cut and revenue options
2. Mew capital works
3. Councillor Presentation: Resources |ssues (under separate cover)

Recommendation

That Council adopt Option 1 which will retain existing services, allow modest “new” asset
spend, move towards meeting all FFTF benchmarks and stage the further rate increase
required over the next three years.

AR TR Astes R s
Options

1.

That Council prepare a revised DP/OP to reflect the proposed SRV application, under
55084 of the Local Government Act 18983, to retain the 13.2% special variation approved
as 8 one-off increase in 2017718 as a permanent increase and for additional special
variations (inclusive of a rate peg of 2.5% pa) of 5% in 2018/18, 5% in 2018/20 and 5% in
2020/21. (This is the recommended option)

Implications: Council will have the capacity to adequately maintain. renew and replace
Council assets and meet community service expectations. While the application to IPART
is for a multi-year special varation, Council |5 ghle_tq adopt lesser rate increases each
year according fo prevailing conditions. Council acknowledges there will be an impact on
ratepayers and will continue to assist members of the community who experience
hardship. Staff will need to revise the Delivery Program, Operational Plan and Long Term
Financial Plan in line with the adopted recommendsations and report back to an extra-
ordinary mesting of council for endorsement prior to public exhibition.

Council chooses cost-cutting (service reductions) and/or revenue raising optiens from the
lists attached to this report together with a lesser SRV (if needed) |n grder. fo achisve
Council's parformance benchmarks

Implications: Each $G00K improvement to Council's Operating result is roughly equivalent
to a 1% rate increase. Council will need to consider a target for significant service level
adjustments {not related to infrastructure meintenance or renewsl) to maintain a pathway
to financial sustainability. Reducing service levels, in consultation with the community,
can manage part of the funding gap; however, it is likely that Couwncil will continue to
operate with an annual deficit without some form of SRY.
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3. Council adopts SR levels that will allow it to meet the asset renewsl target of 100% by
2026/27 — this reguires rate increases to lock in the current 13.2% increase plus addition
of 5% p.a. for the next seven years followed by & 3.4% increase in 2025/28.

Implications: This is the optimum level for asset management but is likely to attract
substantial public objection because of the higher rate increase required.

4. Council dees not adopt the recommendation ("do nothing™)

Implications: This would be a financially irresponsible pathway. Council will not meet its
operating performance ratic target ower the planning horizon and there will be a
deterioration in the asset renewal ratio. The average cash deficit over the period amounts
to 52.8M pa. which will guickly deplete council cash reserves. The Operating Deficit starts
at $8.2M in 2018/19 and reduces over time to an average of 33.8M over the planned
perod. Any decision that does not meet the Fit for the Future targets increases the risk
of some form of Ministerial direction and discussions would need to be held with the Cffice
of Local Gowvernment to understand the implications.

Background

In February 2017, Council applied to IPART for 13.2% and 14% general rates income
increases for 201718 and 2018/19, including known and projected rate pegs. to fund new
infrastructure investment, reduce infrastructure backlog and improve financial sustainability.
Of the 201718 proposed increase, 0.2% was to enable Council to take out a loan of 32M for
development of road infrastructure for Werons Estate. IPART approved a one-year temporary
increase of 13.2% for 2017M8 in May 2017. The one year approval was given as IPART
determined Council had not updated and advertised its Integrated Planning & Reporting
docurments for its special variation proposal. In its determination, IPART commented "Cwerall,
we consider on balance the community was adeguately consulted, despite the IPER
docurmentation not discussing the full extent of the rate rize.”

As part of the Councillor Budget Workshop held on 31 August 2017, goymber of cost cutting
and revenue raising initiatives were discussed. This report provides:

» gnumber of cost cutting and revenue options for consideration

#» further detsils about one of the Long Term Financial Plan scenarios presented at the
Workshop to allow Council to adopt 8 position on its revenue roadmap over the
planning horzon.

However, it is up to Council to determine its funding pricrities. At the Councillor Budget
Workshop, options were discussed to reduce costs by adjusting service delivery and increase
revenue through additional fees and charges. If adopted, the impact of these changes was
esfimated to be 5600.000 pa. leaving a funding gap of approximately, $11.2M pa, once
expected increases fo electricity charges and operational costs associated with the
Shoalhaven Indoor Sports Centre are factored info Council's Base Case scenario from 2018,
While continuation of the 2017718 special varistion as a permanent increase reduces the
funding gap to 54.1M pa, it does not allow Council to adequately address asset renewsl
requirements over the 10 year planning horzon - as can be seen in the following chart:

IPART Special Variation Application Form — Part B



City Council Ordinary Meeting — Tuesday 26 September 2017 i
Fage 3 !
Base Case
Ll ] TP
LT
o L -0 - S
e arEm [rrey T —
—_— R
i
LS
LF.
- | —
g=-
Fr
pE L
T
dimr
-aMaN
namrs
A R

g Pt s e —— Gam Srwen e —— i Dl

The operating performance ratic exceeds the target of 0% by 2021/22. a year later than
required under Fit for the Future. The asset maintenance target i 100% and Council moves
toward this target ower the planning horzon. An average of $15.5M pa over the planning
horizon is needed to bring the Building and Infrastructure Asset Renewsal Ratio up fo the
benchmark level of 100%, all other things being egusal.

The Base Case confrasts strongly with a scenario where the 13.2% increase is not retained as
a permanent increase to Council's rate base:
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In this case, Council will not meet its operating performance ratio target over the planning
horizon and there is & deteriorstion in the assst renewsl ratio.

While this report recommends applying for further special varistion increases over the next
three years, a list of cost-cutting measures and other revenue raising initiatives is presented in
this report for Council's consideration.

Cost Reduction and Revenue Incregse Actions
There are several actions that would reduce the reliance on a SRY.

1. Operational service reductions and revenue opporunities: These are idenfified at
Attachment 1. Option 2 (in Options) requests Council to consider cuts to operational
budgets and increases in revenue to reduce the need for rate nses. Council could
identify g, number. of cost reductions and revenue increases from this attachment,
however there are some serious outcomes that would arise, particularly relating to
reduced services, increased complaints and delays. Each $800,000 idenfified will
decrease the need for a rate rise by approximately 1% and improve the Operating
Performance Ratio.

However, benchmarking from the LG Professionals and PwC report, 'Local government
operational and management effectiveness report’, Office of Local Govermment
comparative data and a range of internal indicators, indicate that

a. Total administration costs as a percentage of operating costs; and

b.  5Staffing levels in corporate services (finance, customer services, IT & HR) and
DA assessment

are already below industry levels, i.e., staff levels should ggtually increase in some areas
to mesat workloads and community expectstions {see section on Resourcing Issues
below).

Further reductions would lead to staff dissatisfaction and increased turnowver, adding
costs for recruitmeants, reduced productivity and increased absentesism.

2. Reduce capital expenditure by removing new, unfunded asset works, including any
budgets to produce masterplans, complete detailed design works and the like. A list of
such works is in Attachment 2 and savings {cuts) up to 3750K may be possible. Again,
there are serious implications and community expectations will not be met By reducing
CAFEX for “new works", such as new community pathways etc., it will free up funds for
renewal and maintenance works or simply improve the cash deficit position.

3. Target further operational productivity improvements. The LTFP includes a salary
savings target of 233,800 in the 2017718 budget and this is escalated owver the forward
years in line with projected sward increases. The salary savings target could be
increased to, say, $500,000. To achieve this target requires a deliberate delay in
replacing/recruitments when a vacancy occurs. This resulis in a loss of capacity to
undertake works, more pressure on other staff members and potential for service
complaints. In addition, savings in non-salary items (materials and contracts and other
expenses) expenditures are budgeted at the rate peg and below CFl. For the 201617
budget. this was quantified at $1.8M in savings. Substantial “productivity” savings were
also factored imto the 201415 and 201518 budgets as part of the Transformation
Program and further reductions will have a real impact on operations.

4. Procurement savings. Continue to budget for savings from procurement. The estimated
savings for 201718 is F80k.

There are diminishing returns from tendering activities as fewer existing contracts are
available to be market tested or negotiated as part of the lllawarra Shoalhaven Joint
Crganisation {I15J0), together with Council's existing use of large panel arrangements.

IPART Special Variation Application Form — Part B



I

havei
qwd Crrdinary Meeting — Tuesday 26 September 2017

Fage 5

=

Favourable price reductions may not be achieved due to changes in exchange rate, utility
costs, interest rate rises, etc.

. Reduce fees paid to Councillors. Council currently pays the mazimum fees allowable for
the Regional Rural category ($18.210 pa) but could pay a lesser fee (the lowest fee in
the approved range is 58,750 pa) — overall a potential saving of $94,440. In addition,

Couwncil could reduce the travel “mileage” rate allowance to the same level as the LG

Award or ATO rate, as the current rate is above these.

However, it is arguable that Councillors are not paid enough in recognition of their

workload now, so any reduction would make it more difficult to attract quality Councillor

candidates at the next election and existing Councillors are less motivated to work as
hard.

In miajor corporate cost reduction programs other measures have included:

8. Salary & wage freeze - this is not possible under the existing Award provisions;

b. Mew technology — confract negotiations are almost complete with Tech 1 to
commence implementation of new systemns which will have a twn year
completion time frame:

c. Sell underperforming assets — the Ross Report highlights some opportunities
however this will b2 an involved community engagement process and early
indications have not been supportive;

Rezourcing lsaues

At a Councillor Briefing {as part of the senior staff contractual matters commitiee meeting) on
24 August 2017 (Attachment 2). a_number of resource challenges for Council were identified:

Increasing community expectations

Workload from a growing local economy and increased development
Ageing workforce

Competitiveness - ability fo attract and retain the right people

Parformance against service delivery benchmarks

The Briefing identified approximately $3.8M of ongoing resourcing needs. Howewver, only §2M
of additional expenditure (approe. 50% of needs), phased over two years, is included in the
financial modelling over the planning horizon.

Revenue Options

At the Budget Workshop on 31 August, three options were explored to increase revenue:

1.

Apply “user pays” principle to a broader range of services provided by Council; for
example, paid parking during pesk perods, fees and charges for the use of sports
grounds, spectator fee to access swim and fitness facilities. The attachment contains
further details about the last two possibiliies. Peid parking requires the development
of a business case to ensure that benefits will be greater than the lifecycle cost

Make a special lawy.

The option of an Infrastructure Levy was raised at the Budget Workshop to address the
asset renewsl shortfall.

It is noted that a fixed annual charge, under section 501 of the Local Govermmeant Act
1893, can only be levied for purposes specified in the Act and those prescribed by
regulation. Under the Act, Council may impose annual charges only for water,
sewerage, drainage and waste services. Thersfore, & levy can only be made and levied
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legally as either ad valorem, ad valorem with a8 hase smount or ad walowem and a
minimum amount, and is indistinguishable from making a special rate. A portion of the
special levy that was discussed has been included in the proposed rate increase for
201819 (+1%).

3 Make a Special Rate

Tao limit the impact on the community, address some of the resourcing issues at Council
and progress toward the benchmarks for the three key Fit for the Future indicators
{operating performance ratio; building and infrastructure asset renewal ratio;
maintenance ratio), the following multi-year special variations are proposed:

#» 5% rate increase (including the rate peg of 2.5%) in 2018/12
# 5% rate incresse(including the rate peg of 2.5%) in 201820

# 5% rate incresse(including the rate peg of 2.5%) in 2020021

This means that there will be a cumulative increase of 15.8% over the 2017/18 rate base

(assuming the 13.2% special varistion is retained as a permanent increase), which is 4%
loweer than council's original 14% SRV for 201818, The increase will, however, allow
Council to meet its Fit for the Future targets but at a slower rate.

The chart shows the projected impact on the key financial indicators of this proposal:

Soenarko: SV over Iyears; SIM additional sxpenses cwer 2 pears
Ly

FTY
B Ein N L] L]
A s i ELERLY
LT i L
Rl S
A
s — -
- E LT ey ORI
ams
- AP -
Fr -3
E -

g Pt e e —w et frwen e —e— s O

To achieve the asset renewal target of 100% by 2028/27, requires rate increases of 5%
pa fior the next seven years followed by 2 3.4% increase in 2025/28.

Community Engagement

Community engagement in relation to proposed special variations has been ongeing since
Movember 2018. If the recommendations in this Report are adopied by Council, a revised
Delivery Program snd Operational Plan, contasining an additional chapter detailing the
revisions, together with an updated Long Term Financial Plan, needs to be prepared for
Council to adopt by mid-Octaber 2017,

IPART Special Variation Application Form — Part B
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The community will, then, have an opportunity to make submissions to Council regarding the
sefting of rates for 201819 onward as part of the public exhibition of the revised Delivery
Program and Operation Plan 201718 in Cctober and Movember 2017. A report would be
prepared for Council by the end of November 2017 and. if adopted, would allow Council to
notify IPART of its intentions to lodge a special variations application in December 2017.
Council would then need to make the formal application in February 2018.

The draft DPOF and related documents will be presented to Council in March 2018 and then
placed on exhibition for 28 days. It is planned that Council will need to adopt the final
DPOP/Bbudget in June 2018, IPART are likely to announce its determination sometime in May
2018.

Financial Implications

While some cost-cutting options are possible, many require balancing service defivery levels
with community expectations. Imespective of the cost-cutting options adopted by Council,
there will remain a funding gap that needs to be addrassad by:

=  Applying to IPART fo have the one-off increase allowed in 2017718 as a permanent
rate increase. This reduces the funding gap from §11.2M pa to 34.1M pa

# Pursuing other revenue initiatives to allow Council to better meet the community’s asset
and infrastructure expectations, address some of the resourcing issues at Council and
progress toward the benchmarks for the three key Fit for the Future indicators
[operating performance rafio; buwilding and infrastructure ssset renewal ratio;
maintenance ratio).

Should the recommended option of additional special veriations (inclusive of a rate peg of
2.5%) of 5% owver the next three financial years not be adopted, then other ways of bridging
the funding gap will need to be determined.

Risk Implications

There are substantial risks to the financial sustainability of Council, if the existing and proposed
special variations are not approved as a permanent increase or Council declines to identify
how it can make budget (service) cuts or raise extra rewvenue. These options are set out in
Attachments 1 and 2. It would hawve a significant detrimental impact on service levels.

If council continues a pathway of underfunding the identified asset renewal works than the risk
of asset failure, inability to repair defects, or likelihood of more liability/accident claims will
increase.

If Council choses the “do nothing™ option, then the likely intervention from OLG, at some stage
in the future, would increase.
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CL17.272 Pathways to financial sustainability HPERM Ref: D17/308897

Recommendation

That Council adopt Option 1 which will retain existing services, allow modest "new” asset spend, move
towards meeting all FFTF benchmarks and stage the further rate increase required over the next three
years.

MOTION (Clr Pakes / Clr Watson)

That Council:

1. Mot apply for the 13.2% increase for the 2018/2019 financial year

2. Apply for a 2% rate increase + rate pegging for the remainder of this Council term

3. Informs its community of State Government and Federal Government “cost shifting”, including the
waste levy, and actively campaign against cost shifting and its implications and detrimental effects
on rates leading to the next State Government election and beyond.

FOR: Clr Pakes, Clr Watzon and Clr Proudfoot

AGAINST: Clr Findley, Clr Gash, Clr Wells, Clr White, Clr Gartner, Clr Cheyne, Clr Alldrick and Clr
Levett

LOST

RESOLVED (Clr Proudfoot / Clr Watson) MIN17.585

That an exfension of time be granted for Clr Pakes.

FOR: Clr Findley, Clr Gash, Clr Wells, Clr White, Clr Alldrick, Cir Levett, Cir Pakes, Clr Watson

and Cir Proudfoot
AGAINST: Cir Gariner and CIr Cheyne
CARRIED

RESOLVED (CIr Gartner / Clr Gash) MIN1T.356

That Council adopt Option 1 of the report to retain the 13.2% special varation approved as a one-off
increase in 201718 as a permanent increase and for addifional special variations (inclusive of a rate
peg of 2.5% pa) of 5% in 201819, 5% in 201920 and 5% in 2020/21 which will retain existing services,
allow modest “new” asset spend and move towards meeting all FFTF benchmarks

FOR: Clr Findley, Clr Gash, Clr Wells, Clr White, Clr Gartner, Clr Cheyne, Clr Alldrick and Cir
Levett

AGAINST: Cir Pakes, Clr Watson and Clr Proudfoot

CARRIED

Mote: A Rescission Motion was received on this item.

Councillor CL17.272 | http:/ /shoalhaven.infocouncil.b | 26-Sep 2017
presentation - iz/Open/2017/09/CL_2017092

Pathways to 6_ATT_3712_SUP_EXCLUDED_

financial WEB.htm

sustainability:

Resources Issues

Council resolution - | Council http:/ /shoalhaven.infocouncil.b | 26/09/2017 and
Pathways to resolution | iz/Open/2017/09/CL_2017092 |3/10/2017
financial (Min 6_MIN_3712_WEB.htm
sustainability 17.886)

CL 17.272
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RESOLVED (CIr Gartner / Clr Gash) MIN1T.336

That Council adopt Option 1 of the report to retain the 13.2% special varation approved as a one-off
increase in 2017/1%& as a permanent increase and for addifional special variations (inclusive of a rate
peg of 2.5% pa) of 5% in 201819, 5% in 201920 and 5% in 2020/21 which will retain existing services,
allow modest “new” asset spend and move towards meeting all FFTF benchmarks

FOR: Clr Findley, Clr Gash, Clr Wells, CIr White, Clr Gartner, Clr Cheyne, Clr Alldrick and Cir
Levett

AGAINST: CIr Pakes, Clr Watsoen and Clr Proudfoot
CARRIED
Mote: A Rescission Motion was received on this tem.

P

Rescission Motion - | Rescission | http://shoalhaven.infocouncil.b | 09-Oct 2017

CL17.272 Pathways | Motion - iz/Open/2017/10/CL_2017100
to financial CL17.276 | 9_MIN_7768_EXTRA_WEB.htm
sustainability - Lost

CL17.276é Re=scizzion Motion - CL17.272 - Pathwaysg to financial HPERM Ref: D17/326938
sustainability

Recommendation

That Council rescind the Motion relating to ltem CL17.272 of the Council meeting held on 3 October
2017.

MOTION (Clr Pakes / Clr Proudfioot) MIM1T.391

That Council rescind the Motion relating to ltem CLA17.272 of the Council meeting held on 3 October
2017,

FOR: Clr Guile, CIr Pakes, Clr Watson, Clr Kifichener and Cir Proudfoot
AGAINST: Clr Findley, Clr Gash, Clr Wells, Clr Gariner, Clr Cheyne, Clr Alidrick and Cir Levett
LOST

Council report - Council http:/ /shoalhaven.infocouncil.b | 17-Oct 2017
Pathways to report (CL | iz/Open/2017/10/CL_2017101

financial 17.280) 7_MIN_7769_EXTRA_WEB.htm

sustainability - Resolution

special rate variation | (Min

and Council 17.916)

resolution MIN

17.916
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CL17.280 Pathways to financial sustainability - Special Rate HPERM Ref: D17/333168
Variation

Clr Pakes — less than significant non pecuniary interest declaration — he is the President of the Mowra-
Culourra SLSC, and the Club receives $5,000 of financial supgort — remained in the room and took part
in discussion and vote.

Clr Pakes — less than significant non pecuniary interest declaration — he is a member of the Culburra
CCEB, and the CCB receives 3500 of support from Council — remained in the room and fook part in
discussion and vote.

Clr'Wwells — less than significant non pecuniary interest declaration — he is the President of the Illawarra
Academy of Sport who receives financial support from Council — remained in the room and fook part in
discussion and vote.

Recommendation
That Council:

1. Adopt the proposed changes to the Integrated Strategic Plan (inclusive of the changes made o the
Community Sfrategic Plan, Delivery Program, and Long Term Financial Plan) for exhibition
purposes;

2. Publish the updated document and proceed with community engagement on the proposed
document changes and its impact on the community.

RESOLVED (Clr Findley / Clr Cheyne) MIMN17 916
That:

1. Council adopt the proposed changes fo the Integrated Sfrategic Plan (inclusive of the changes
made to the Community Strategic Plan, Delivery Program, and Long Term Financial Plan) for
exhibition purposes, in addition to the following;

a. Forthe 2017/18 and next financial year 201819 the 510,000 from the Aerial Beach Patrol be
used for beach safety signage

b. The funding of £4.5million for the Vincentia Library be deferred fo a subsequent year pending a
workshop

2. The Long Term financial plan be fully updated pricr fo exhibition to reflect the changes outlined
above as well as changes to potential loan borrowings resulting from consideration of the impacts
of the Morth Mowra Link Road and Collector Roads and the update be distributed to Councillors
pricr to exhibition

3. Council include from the rate increase $500,000pa to the upgrade of our sporting fields (Refer to
Report SA17.270)

4. A report be submitted to the Ordinary meeting of 24 October 2017 outlining the above.
CARRIED

Pathways to report (CL | iz/Open/2017/10/CL_2017101
financial 17.280) 7_ATT_7769_EXCLUDED_EXT
sustainability - RA_WEB.htm

special rate variation
- Attachments -
Chapter 2 -
Introduction;
Chapter 3 -
Financials; Chapter 5
- Budget and Capital
Works; Chapter 6 -
Resourcing Strategy;
Chapter 7 - Special
Rate Variation

Council report - Council http:/ /shoalhaven.infocouncil.b | 17-Oct 2017
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CL17.280 Pathways to financial sustainability - Special
Rate Variation

HPERM Ref: D17/3331688

Group: General Manager's Group
Section: Executive Strategy

Attachments: 1. Chapter 2 - Introduction {under separate cover)
2. Chapter 3 - Financizals (under separate cowver)
3. Chapter 5 - Budget & Capital Works (under separate cover)
4. Chapter & - Resourcing Strategy (under separate cover)
5. Chapter 7 - Special Rate Variation (under separate cover)

Purpose ! Summary

This report highlights the need for and changes to, the Integrated Strategic Flan (ISP to inform
and engage with the Shoalhaven community and achieve IPART requirements for a Special
Rate Variation application.

e s, dakete U s
Recommendation
That Council:
1. Adopt the proposed changes to the Integrated Strategic Plan {inclusive of the changes

made to the Community Strategic Plan, Delivery Program, and Long Term Financial
Flan) for exhibition purposes;

2. Fublish the updated document and proceed with community engagement on the
proposed document changes and its impact on the community.

TR dskdn mis s

Options

1. Adopt the amended Integrated Strategic Plan (ISP} as attached and exhibit as part of the
community engagement undertaken for the proposed Special Rate \ariation (SRW).

Implications: Council will be in & better position to achieve it's Fit for the Future targets,
retain existing services and provide the community with necessary maitenance of existing
assets to mest community needs.

2. Mot adopt the amended ISP

Implications: Council will need to reduce spending and in-turn reduced service provision
to the community to enable council to meet Fit for the Future targets.

Background
On the 3™ October 2017 Council adopted that

“Option 1 of the repart fo refain the 13.2% special vanafion spproved a= a one-off increasze in
204718 ag a permanent incregse and for addifionsl special vanations (inclusive of a8 rate peg
of 2 5% pa) of 5% in 201843, 5% in 201920 and 5% in 2020/21 which will refain existing
=envices, allow modest ‘new” az=ef spend and mave towards meseling all FFTF benchmarks. ™
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As part of any SRV application to IPART there is a reguiremeant for the Integrated Planning
and Reporting documentation of Council to clearly reflect the proposed SRY. For this to ocour
the ISP has been amended to reflect any proposed changes that would arise from a proposed
SRV,

In ifts 201718 determination, IFPART commentaed “Owersll, we consider on balance the
community was adequately consulted. despite the IP&R documentation not discussing the full
extent of the rate rise.”

Before applying to IPART for a special variation to genersal income, councils must adopt their
Community Strategic Plan, Delivery Program, Long Term Financial Plan and where applicable,
Asset Management Plan. Councils may only apply to IPART for a special variation to general
income based on those adopted IP&R documents. However, councils do not have to adopt
their Cperational Plan for the coming year before applying to IPART for a special rate variation.

In accordance with the Integrated Planning and Reporting Manual for local government in N3W
Council's Integrated Strategic Plan (ISP} including: Community Strategic Plan {unchanged]);
Delivery Program and Operational Plan; and Rescurcing Strategy. has now been amended as
follows (refer Attachments 1 to 5 with specific changes highlighted):

# A new Chapter 7 has been added to the ISP document to provide a specific chapter
which cutlines the SR\ proposal and its impact on Shoalhaven property cwners

» Amendments to Chepter § (Resourcing Strategy) specifically the Long Term Financial
Flan

» Amendments to Chepter 3 {Operational Plan Financials) fo reflect updated tablas and
other information relevant to the SRV proposal

#» Changes to the infroduction of Chapter 2 (Delivery Program and Operation Flan
Actions) to include information on the SRV

Community Engagement

To ensure the SRV spplication process and IPART reguirements are fully covered a
community engagement strategy will be implemented. The updated decument including the
additicnal ISP Chapter ¥ will be placed on public exhibiton for 2B days. In addition, the
document will be added to Council's "Get Involved’ web site. During the exhibition period three
public meetings will be held to explain the implications of the proposed SRV, All submissions
received will be reported to Council at the end of the public exhibition process for formal
adoption and consideration before a final decision and formal notification to IPART.

Financial Implications

All costs invovled in the SRV process including the engagement strategy will be covered using
operational budgets

Risk Implications

Further delaying the SR\ application process may jepodise Council's ability to adequately
engage with the community and meet IPART deadlines.

Council report - Council http:/ /shoalhaven.infocouncil.b
Pathway to report (CL | iz/Open/2017/10/CL_2017102
Financial 17.295) 4 _ATT_3713_SUP_EXCLUDED_
Sustainability - WEB.htm

Special Rates

Variation -

D17/343730

24-Oct 2017
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CL17.295 Pathway to Financial Sustainability - Special Rates HPERM Ref: D17i343730
Variation

Clr Wells — CL17.295 Pathway fo Financial Sustainability — Special Rates Varation - less than

significant non pecuniary interest declaration — Council provides a donation for the lllawarra Academy

of Sport of which he is the president — remained in the room and tock pard in the discussion and vote.

Recommendation
That Council;

1.  Adopt the proposed changes to the Integrated Strategic Plan, inclusive of the changes made to the
Delivery Program, Operational Plan and Long Term Financial Plan (LTFP), for exhibition purposes;

2. Publish the uvpdated document and proceed with community engagement on the proposed
document changes and its impact on the community.

RESOLVED (Clr Wells / Clr White)
That Council:

1. Adopt the proposed changes to the Integrated Strategic Plan, inclusive of the changes made to the
Delivery Program, Operational Plan and Long Term Financial Plan (LTFP), for exhibition purposes;

2. Publish the uwpdated document and proceed with community engagement on the proposed
document changes and its impact on the community.

PROCEDURAL MOTION (Clr Gartner / Clr Gash)
That the MOTION be PUT.

CARRIED

FOR: Clr Findley, Clr Gash, Clr Wells, Clr White, Clr Gartner, Clr Cheyne, Clr Levett and Clr
Guile

AGAINST:  Clr Pakes and Clr Proudfoot

THE MOTION WAS PUT AND RESOLVED (Clr Wells £ Clr White) MIN1T 944

FOR: Clr Findley, Clr Gash, Clr Wells, Clr White, Clr Gartner, Clr Cheyne and Cir Levett

AGAINST:  Clr Guile, Cir Pakes and Clr Proudioot

CARRIED

Council resolution - | Council http:/ /shoalhaven.infocouncil.b | 24-Oct 2017
Pathway to financial | resolution | iz/Open/2017/10/CL_2017102

sustainability - (Min 4_MIN_3713_WEB.htm

Special Rates 17.944)

Variation

THE MOTION WAS PUT AND RESOLVED (Clr Wells / Clr White) MIM1T7 944
FOR: Clr Findley, Cir Gazh, Clr Welle, Clr White, Cir Gartner, Clr Cheyne and Clr Levett
AGAINST: Cir Guile, Cir Pakes and Clr Proudfoot

CARRIED

Council report - Council http:/ /shoalhaven.infocouncil.b | 28-Nov 2017
Integrated Strategic | report (CL | iz/Open/2017/11/CL_2017112

Plan (CSP and 17.326) 8_AGN_7766_AT_SUP_WEB.ht

DPOP) - Special Rate m
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Variation -
D17/391915

CL17.326 Integrated Strategic Plan (CSP and DPOP)- Special Rate Variation

HPERM Ref: D17/391915

Group: General Manager's Group
Section: Execufive Strategy
Attachments: 1. Special Rates Variation - Submissi Received 2017 ill information folder) =

2. IPART Timing for Submission L

Purpose / Summary

To provide Council with the outcomes of the exhibition process that was carried out for the Special Rate Variation Proposal and the Integrated Strategic Plan exhibition {which included
changes to the document resulting from the SRV proposal). Te seek Council's adoption of the amended ISP documents and seek determinafion of whether Council intends fo make an
application to IPART for a SRV.

Recommendation
‘That Council:
1. Receive the feedback and results of community engagement

2. Adopt the amended Integrated Strategic Plan 2017 including the CSP, DPOP, Long Term
Financial Plan and Chapter 7 SRV which include changes made to this document to
specifically outline the proposed SRV, impact on residents and proposed expenditure of
the SRV.

3. Authorise staff fo notify IPART of ifs intention to apply for a Special Rate Variation
Application for the retention of the 13.2% special variation approved as a one-off increase
in 2017/158 as a permanent increase and for addifional special variations (inclusive of a rate
peg of 2.5% pa) of 5% in 2018M9, 5% in 201920 and 5% in 2020/21 which will retain
existing =ervices, allow modest “new” azset =pend and move towards meeting all FFTF
benchmarks.

4. That Council proceed with the formal Special Rate Variation Application for 2018/19 and
=ubmit thiz in line with the timelines set by IPART (i.e. February 2018)
Options
1. Adopt the recommendation as printed
Implications: Council will be in a better position to achieve, or progress fowards, its Fit for the Future targets, refain existing services and provide the community with necessary
maintenance of existing assets to meet community needs.
2. Mot adopt the recommendation

Implications: Council will need to reduce operational spending and, in turn, reduce service provision to the community to enable council to meet Fit for the Future targets.

Background
COn the 3rd October 2017 (| d from 25 tember 2017) Council adepted that:

“Ciption 1 of the report fo refain the 13.2% special variation approved as g one-off increass in 2017718 as a permanent increase and for additional special variations (inclusive of s rafs peg
of 2.5% pa} of 5% in 2018/18, 5% in 2019/20 and 5% in 2020/21 which will retain existing services, allow modest “new” assef spend and move towards meeting all FFTF benchmarks.™

A full overview including detail of financial options of the SRV proposal and implications/modelling was previously reported to Gouncil on the 3™ October 2017 (reconvened from 26”
September 2017). This report contained all the moedels that have been considered by Council staff and included several options for Council fo consider, including alternative savings
measures. Thig information haz not been included in this report, however should it need to be reference the report can be found at:

hitp:ifshoalhaven infocouncil biz/Open/2017/09/CL 20170926 AGM 3712 AT SUP.PDF

IPART Special Variation Application Form — Part B



As part of any SRV application to IPART there is a requirement for the Integrated Planning and Reporting documentation of Council to clearly reflect the propesed SRV, For this to occur
the ISP 2017 has been amended to reflect any proposed changes that would arise from a proposed SRV,

In its 2017/18 def ination, IPART ted “Overall, we consider on balance the ity was adequatel , despite the IP&R decumentation net discussing the full extent
of the rate rise.”

Before applying to IPART for a special variation to general income, councils must adopt their Community Strategic Plan, Delivery Program, Long Term Financial Plan and where
applicable, Asset Management Plan. Councils may only apply to IPART for a special variation to general income based on those adopfed IP&R documents. However, councils do not
have to adopt their Operational Plan for the coming year before applying fo IPART for a special rate variation

Af the Extraordinary Council meeting on 17 October 2017, Council censidered the report CL 17.280 Pathways to Sustainability — Special Rate Variation. At this meeting, Council resolved
the following:

That:

1. Council adopt the proposed changes fo the Integrated Sirafegic Plan (inclusive of the changes made fo the Community Strategic Plan, Delivery Program, and Long Term Financial
Plan) for sexhibition purposes, in addition fo the following;

a. Forthe 2017/18 and next financial year 2018/19 the §10,000 from the Aerial Beach Patrol be used for beach safety signage
b, The funding of §4.5million for the Vincentia Library be deferred fo a subsequent year pending & workshop

2. The Long Term financial plan be fully updated prior to exhibition to reflsct the changss ouflined above as well as changes fo potential loan borrowings resulting from considsration of
the impacts of the North Nowra Link Road and Collector Roads and the update be disiributed fo Councillors prior to exhibition

3. Council include from the rate increase $500,000ps fo the upgrade of our sporting fislds (Refer fo Report SAT7.270)
4. A report be submitied to the Ordinary meefing of 24 October 2017 oufiining the above.
CARRIED

This community engagement for the SRV and for the IP&R documentation was completed during October and N 2017. The i ion period closed on Thursday
the 23" November at 11.59 pm.

Dty of C ity E it

An ive community it was carried out for beth the SRV proposal and the proposed amendments to Councils IP&R documentation (resulting from the SRV proposal).

This engagement included (but was not limited to):
*  Public meefings
TV advert
* Public MNotices
* Document exhibition {at admin centres)
*  Get Involved Page
* CCB nofification and advice at Executive Meefing
* Radio interviews

* Media Release
* MNewsletter in rates notice
* E-news
* Facebook posts
A total of & formal issi were ived from the cc ity. There were also several emails and questions raised by a member of the public. This resulted in an email trail which

includes several responses and further questions. This email has been considered as 1 addifienal submission bringing the tofal fo 9 submissicns. These are summarised in Table 1
below. A copy of each of the submissions is provided in the Counciller Infermation folder.

One submission was a specific request for a funding for a project at a locatien in Shealh , one ission sought fo ing works undertaken by Council, three
submissions were in support of a rates increase. Once submission socught answers to a nurnl:rer of questions relating to accounting, staff costs and mher matters and three did not support
an increase in rates.

There was also commentary provided via letters to the editor and on Facebook. These have not been treated as formal submissions to Council but will be recorded in any subsequent
report to IPART on the t precess if required

Special Variation Application Form — Part B IPART
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M.

MAME

SUBMISSION

COMMENT (if
applicabla)

Public member,
received
20002017

I have downloaded the latest Neighbourfhiood
Mews which says: -
Meighbourhood Spring 2007

In June 2017, Council adapfed a special rafe
vanafion of 13.2% (including the 1.5% rafe
peg) for the 2007718 financial ysar. This
increase in rates has assisted Council fo
meet  the growing infrasfructure  and
maintenance needs of our community.

Like the widening of Bolong Rd which took
many months and costing hundreds  of
thousands of dollars. ..

The guestion is - what was the need for such
intensive works as the rosd was already
wide enough?

. To make a freeway to allow idiots fo
spead up even mors due fo the exira spacs?
. For Cyclists - | uss this road many
fimes a week and | only see very few cyclists
on thaf rosd. Besidss thers was already
enough space before the new works.

. For vehicles fo pull over {phons calls,
efc.) - cars rarsly slop and I've never seen &
fruck stopped anywhere af all.

. What i= fhe cowncil going fo do
where the new exfra wide road reaches the
concrete bridgs or Bomaderry cenfre wherg
CE is sifuafed and beyond as they are
bottlenscks?

s The mansy would have been betler
spent on bwiding a railway crossing
overpass - like in Gemringong.

I could list & fof of urgent works fo be done
with a lot more usefuiness.

A laf of unanswered questions abouf the
Councll management of the ratepayers
monies.

Moted- & formal
response fo  the
questions raised
were provided to
the community
member.

Widening improves
safety for motorisis
and cyclisis.
Funding from RMS.

Public member,
received
2TM02017

If =zems to me o be most obvious that 5CC
must apply each year for an SRV for the
years 2018 to 2021. If rates aren'f increassd
then thers can be no improvement in
services and facilifies provided fo & Council
area where there is one of the highest youth
rafes unemplayment in NSW.

Support Moted

IPART Special Variation Application Form — Part B




3. Public member,
received
27002017

We object fo fhe cavalier way this wery
significant rate variation of +13.2% is being
proposed. This represenis an approximate
G00% increase agsinst the sporox. 2% CP
increases of the curent financial and
ecanomic climate. We accepl Councll neads
o be able to do its job properly but first of all
I would lke fo be comvinced fhat Council
adminisiration s improving  its own
inefficiencies, ke exfravagant sick leave
pravisions, excessive ifravel and meal
sllowances and excessive salaries for senior
staff eic. We continually witness cowuncil
extravagances In relafion to paymenis fo
confracfors  and ofher inefficiencies and
befors we hear from Council that i cannot
continue fo meet rising costs without raising
mors revenus or cutling ssnices, wes would
like fo hear how productivity improvements
within Council and its admimistration will help
allsviate the current financial predicament it
finds itzsff In. fis remiss of Cowncid fo
propose the massive increase on ralepaysrs
withauf  factoring in an  efficiency
improvement program an Councll itself. As &
rafepayer, | dont want fo pay for Council
inefficiencies and exfravagances as part of 8
+13.2 % grab for cash.

Moted- Council has
considered

alternafive options
to the SRY

proposal and
factored in
efficiency cost
reductions in

previous years

4. Public member,
received
28102017

The rafes increase is foo large a burden for
residents fo bear. To confinue this increase
AND expect us fo even pay higher rates info
the Immedizte future and beyond s
unacceptable and shows Councillors are ouwt
of touch with the electorate. Coupled with
the excessive increases in slectrcily prices
and  historically  low  wages  growth,
households are sfruggling and Councillors
need fo recognise this sifustion. The size of
this Increase indicafes Councillors  are
forcing ws fo live beyond our means. The
reasons given such a5 we heed more
swimming pocls is 8 nonsenss. Councll is
not fruly looking cortically at community
needs. Sometimes it needs fo say no fo
frivolous  sxpenditure.  We  showld be
curtailing expenses and informing people fo
reduce their expectations.

Moted- Council has
considered
alternative options
to the SRV
proposal.

5. Public member,
received
03M11/2017

Thank you for the presentation council did at
Uladuila Civic Centre on Wednesday 7
Movember 2017, it was very informative

I have one concern and would like to have
this removed: -

. money was being aifocated fo Miffon
Showground internal roads. | would bke fo
see fhis removed and the money allocated fo
roads that residents benefit from.

I am in agreeance with the Special Rale
Vanation, and can see the bensfit o the
Shoalthaven Arsa

Support Moted- it is
not recommended
that council make a
change at this time.

Special Variation Application Form — Part B IPART
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6. Public member,
received
03M1:2017

We need the rafe rize [0 improve our
infrasfructurs and fo be fit for the fulurs.
Maors and more development is happoening in
the Shoathaven and the current facilities in
their current state will nof cope into the
futurs

Support Moted

T. Public member,
received
2312017

I think the rate Increases by 5% each year
are oufrageous and way sbove the CPL |
had a feeling when Council affermpted to sef
this special rale increass last year that it
wouldnt be the end of if. This iz just s
continuous slug and who's fo say the Council
wont kesp on asking for increases each
year thereaffer? Shoalhaven Council rates
are slready more expensive than they are for
example in the Hills Shire in Sydney where
the land is worth 3 fimes as much but rates
are cheasper and many mare facilifies are
pravided such as kerb and gultering and
paved foolpaths. The council cant even
provide a smaoth road befwesn Huskisson
and Vincentia - the current road is full of
bumps and unewven surfaces. Shoalhaven
Councll shouwld get its act fogsther and look
af how fhe Hils Shire managss. They
balance their books and are in a sirong
financial position each year because of good
financial management and cerfainly do not
asttempt fo impose & severe financial sfrain
on retepayers. Also, many of (the
Shoalhaven ralepayers are on fixed incomes
and least able fo afford such savage
increases. Councll! should ssriously give
thought to & compromise solution where you
cut back on more non- essential works, such
&5 granis fo arts and fringe communifies -
and concenfrale more on fixing the
essentials. This would maks you 85 8
council more credible with ratepayers.

Moted- Council has

conzidered
alternafive options
to the SRY
proposal.

a. Collingwood
EBeach
Preservation
Group

Requesting funding for drainage and
stormwater works to be camied ouf at
Colingwood beach. Seeks a specific budget
request fo be added to the Operational Plan
for 2018/M19.

“Thiz submission is provided in response fo
Council request for feedback on ife proposal
fo apply fo the Independent Pricing and
Regulatory Trbumal (IPART) for a Special
Rate Vanation (SRV) for each of the next
thres financial years.

We put forward fthe original DPOP's which
we have been updated ta reffect changes for
moving forward with fthe CBODVMP and
scheduled site visit in December by the
Environmental and Asssfs feam for the
starm  water. We frust that these
submissions will be faken into consideration
in the updated fufure DPOP process.”

Yes-these will be
considered  during
the normal DPOP
exhibition and
review process that
will occur in March
2018.

Specific budget
requests were not
considered as part
of this process as
focus was on the
amendments made
to the plans az a
result of the SRV
proposal. A further
exhibition of the
DPOP  documenis
and call for budget
adjustments will be
made next year.
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IP&R documentation

There are no changes prop d to the IP&R d tation as result of the exhibificn period. The IPAR documents include the Special Rate Variation proposal and this will remain as
exhibited unlezs Council adopts an alternafive recommendation.

Policy Implications

There are no implications on any policies in relation te this report.

Financial Implicationg

If the revised Integrated Strategic Plan (ISP), including the propesed Special Rate Variation (SRV), is adopted, Council will be in a better position to achieve its Fit for the Future targets,
retain existing services and provide the community with necessary maintenance of existing assets fo meet community needs.

Should the revised Integrated Strategic Plan (ISP) and propesed Special Rate Variation (SRV) not be adopted, then Council will need to reduce operational spending and, in furn, reduce
service provision to the community to enable council to meet ifs Fit for the Future targets and be in a financially sustainable posificn going forward

Risk Implications

There are substantial risks to the financial sustainability of Council if a special rate increase is not supported. It would have a significant detimental impact on service levels or programs if
the approval to apply to the IPART for a Special Rate Increase is not supporied.

#‘ic.ry Council Addendum Agenda - Ordinary Meeting — Tuesday 28 November 2017
Page 3

NaWy |Cifcodl Circular to Councils

: Circular Detajls Circular Mo 17-35 7 9 Novermber 2017 / AS884T4
| Previous Circular | Circiar o 16-48
Who shotld read thie | Councllons [ General Managers / Coundcill Finanse and IPAR
staff
|Contact | Policy Team - 02 4428 4900 /olg@olg nswgovay |
| Action requied | Irifeern ath |

Speclal Varlation and Minimum Rate Varlation Guidelines and
Process for 2018M9

What's new or changing
= The bmetables for 201818 Special Variabon and Minmum Rate Vanation
applicabions have been refegsed
s The Guidelines that apply 1o 201819 Special Vamation and Minirmum Rate
‘Variation applications have been published.

rnment

What this will mean for your council
»  Mew councils (except for Mid-Coast Couneil) will not be eligible to apply fora
special or minimum rate vanation for the 201819 rating year,
+  The Guidelines outline the process for all alher councils seeking to apply for
a spacial or minimum rate variation for 201818

¥ JI'

go

Key points

»  Councils should assume the rate peg for 200 320 and in future years is 2.5%.
IPART has advised that the rate peg for 2018/19 may be balow 2 5% based
on curreni informabion, When |PART releases the rale peg for 2018M8,
councils should update their applcations to reflect the actual 2018/19 rate
Beg

s Mew councils (except for Mid-Coast Council) are not eligible for a special or
minimum rate variation

# Councils are to submit a reguest for a Crown Land Adjustment to the Office
of Local Gavemnmment.

» The timetable published in the Guidelines applies o Special Variation and
Minimum Rate Variation applications for 2017-18. In fuhee years this
timetable will not be included in the Guidebnes and will only be
commiunicated via cincular

OMea of Lotal Govadiiman|

B DEoadn Avonua HOWRA BSW 2541

Liockod Bag 3075 NOWHA NSW 2841

TOF 4828 4100 F 02 4428 8100 TIY 02 L4828 4200

& iR ol W oW a1 W www 0k e OV oL ABN 44 B3 830 D46
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20118/19 Application Timetable

Date Qe ome

| Natilications for Special Vanaban ar Mimmum Rale
15 December 2017 | variaion apphcations due 1o IPART ____
12 February 2018 | Special Variaton applications duwe to IPART
12 March 2018 | Minimum Rate Vanation applications due 1o IPART
15 May 2018 I Determinalions announced for Special Variations

| and Minimum Rate Vanatbions

Whare to go for further information

= The Special Variation and Minimwm Rate Variation Guidelines are available
on the Office’s websile at Rating and Special Variations,

» Al eligible councits intending to apply for @ Speecial Variation or Minimum
Rate Vanation in 201818 should conlact IPART well in advance of

submitting an application.

»  Anmy Inguiries reganding the application process should be directed 1o an

IPART staff member:

# Anthony Rush (02) 113 7790
# Derek Francis (02) 5200 8421

or by email 1o lecalgovernmentfipart. nsw.gev. au

Tim Hurst
Acting Chief Executive

Qo of Local Govesnment
& FKowdn Avonus HOWVWHEA NS 2541
Locked Bag 3015 NOWIRA MSW 2541

TOE S828 4100 FOZ 4928 4106 TTY OF L4828 4209

E oo mew gow B0 W wew olg nsw gov au SBN 44 813 830 08

Council resolution -
Adopt amended
Integrated Strategic
Plan (CSP-DPOP -
Long Term Financial
Plan) - Special Rate
Variation
Application - IPART
-13.2% 2017 / 2018 -
5% 2018 / 2019 - 5%
2019 / 2020 - 5%
2020 / 2021

Council
resolution
Min
17.999
(CL17.326)

http:/ /shoalhaven.infocouncil.b
iz/Open/2017/11/CL_2017112
8_MIN_7766_WEB.htm

28-Nov 2017
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CL17.326 Integrated Strategic Plan (C5P and DPOP)- Special Rate HPERM Ref: D17/391915
Variation

Recommendation

That Council:

1. Receive the feedback and results of community engagement

2. Adopt the amended Integrated Strategic Plan 2017 including the C3P, DPOP, Long Term Financial
Plan and Chapter 7 SRV which include changes made to this document to specifically outline the
proposed SRV, impact on residents and proposed expenditure of the SRV,

3. Authorise staff to notify IPART of itz intention to apply for a Special Rate Variation Application for
the retention of the 13.2% special variation approved as a one-off increase im 201713 as a
permanent increase and for additional special variations (inclusive of a rate peg of 2.5% pa) of 5%
in 201&M19, 5% in 201920 and 5% in 2020721 which will retain existing services, allow modest
“‘new” asset spend and move towards meeting all FFTF benchmarks.

4.  That Council proceed with the formal Special Rate Variation Application for 2018/19 and submit
this in line with the timelines set by IPART (i.e. February 2013)

MOTION (Clr Cheyne ! Clr Gariner)
That Council:
1. Receive the feedback and resulis of community engagement

2. Adept the amended Integrated Strategic Plan 2017 including the CSP, DPOP, Long Term Financial
Plan and Chapter 7 SRV which include changes made to this document to specifically outline the
proposed SRV, impact on residents and proposed expenditure of the SRV

3. Authorise staff to notify IPART of its intention to apply for a Special Rate Variation Application for
the retenticn of the 13.2% special variation approved as a one-off increase in 2017M8 as a
permanent increase and for additional special variations (inclusive of a rate peg of 2.5% pa) of 5%
in 201&M19, 5% in 2019720 and 5% in 2020721 which will retain existing services, allow modest
‘new"” asszet spend and move towards meeting all FFTF benchmarks.

4. That Council proceed with the formal Special Rate Variation Application for 2018/19 and submit
thi= in line with the timelines =ef by IPART (i.e. February 2018).

MOTION (Clr Gartner ! Clr Cheyne)

That the MOTION BE PUT.

CARRIED

FOR: Clr Gash, Clr Wells, Cir White, Clr Gariner, Clr Cheyne, Clr Alldrick and Clr Levett
AGAINST:  Clr Guile, CIr Pakes, Clr Watson, CIr Kitchener and Clr Proudfoot and Clr Findley
RESOLVED (Clr Cheyne / Clr Gartner) MIMN17.999
That Council:

1. Receive the feedback and resulis of community engagement

2. Adopt the amended Integrated Strategic Plan 2017 including the CSP, DPOP, Long Term Financial
Plan and Chapter 7 SRV which include changes made to this document to specifically outline the
proposed SRV, impact on residents and proposed expenditure of the SRV

3.  Authorise staff to notify IPART of its intention to apply for a Special Rate Variation Application for
the retention of the 13.2% special variation approved as a one-off increaze im 201718 as a
permanent increase and for additional special variations (inclusive of a rate peg of 2.5% pa) of 5%
in 201819, 5% in 201920 and 5% in 2020021 which will retain existing services, allow modest
“‘new” asset spend and move towards meeting all FFTF benchmarks.

4. That Council proceed with the formal Special Rate Variation Application for 201819 and submit
this in line with the timelines set by IPART (i.e. February 2013).

FOR: Clr Findley, Clir Gash, Clr Wells, Clr White, Clr Gartner, Clr Cheyne, Clr Alldrick and Clr
Levett

AGAINST:  Clr Guile, Clir Pakes, Clr Watson, Cir Kitchener and CIr Proudfoot

L ADDIER
Amended D17/4198 | http://doc.shoalhaven.nsw.gov. | 15-Dec 2017
notification letter - | 24 au/displaydoc.aspx?record=D1
D17/419824 - email 7/419824
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and letter sent to
IPART - 15 Dec 2017

fRE

Bridge Rd, Nowra NSW 2541 02 4429 3111
Cr ty Council Deering St, Ulladulla NSW 2539 02 4429 8999
Address all correspondence to

The General Manager, PO Box 42, Mowra NSW 2547 Australia
DX5323 Mowra Fax 02 4422 1816

Fnuncil Reference: 56128E (D17/408887)

PO Box K35
Haymarket Post Shop
NSW 1240

Dear SirfMadam
Shoalhaven City Council — Special Rate Variation

This letter is to formally notify IPART that Shoalhaven City Council intends to apply for a
special variation to our rating base.

Shoalhaven City Council resclved to apply for a special variation to its general income
at its Ordinary Meeting on 28 November 2017

MIN1T.9%9 - That Council:
1. Receive the feedback and results of community engagement

2. Adopt the amended Integrated Sfrategic Plan 2017 including the CSF, DPOP,
Long Term Financial Plan and Chapter ¥ SRV which include changes made to this
document to specifically outline the proposed SRV, impact on residents and
proposed expenditure of the SRV,

3. Authorise staff to notify IPART of its intention to apply for a Special Rate Variation
Application for the retention of the 13.2% special variation approved as a one-off
increase in 201718 as a permanaent increase and for additional special varations
{inclusive of a rate peg of 2.5% pa) of 5% in 2018M9, 5% in 2019/20 and 5% in
2020/21 which will retain existing services, allow modest “new” asset spend and
move towards meeting all FFTF benchmarks.

4. That Council proceed with the formal Special Rate Vanation Application for
201819 and submit this in line with the timelines set by IPART (i.e. February
2018).

Council will be applying for a proposed rate increase under Section 5084 of the Local
Government Act for successive annual increases over three years of 17.1% in 201819,
5.0% in 201920 and 5.0% in 202021, including the rate peqg, which are permanently
retained within the rates base. For 201718, IPART determined that the special
variation could be retained in Council's general income base for one year and was to be
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removed in 201819, The effect of Council's application is to seek to retain the 132%
special variation (including the Verons Estate component), approved as a one-off
increase in 201718, as a permanent increase and for additional special variations
(inclusive of the rate peqg) of 5% in 2018/19, 5% in 2019/20 and 5% in 2020/21. The
proposed special varation is for the purpose of improving Council’s financial
sustainability, funding capital expenditure for asset renewal, reducing the infrastructure
hacklog and funding asset maintenance. The Verons Estate component is to fund a
twenty-year loan of $2.3m for the purpose of providing essential infrastruciure to the
Estate (fire safety and road infrastructure), so that development can occur.

If you need further information about this matter, please contact Michael Pennisi,
Finance, Corporate & Community Services Group on (02) 4429 3322, Please quote
Councils reference 56128E (D17/409887).

Yours faithfully,

ML Ll

Michael Pennisi
Chief Financial Officer

15 December 2017

Application D18/44 http:/ /doc.shoalhaven.nsw.gov. | 18-Dec 2017
amended au/displaydoc.aspx?record=D1

notification letter - 8/44

Special Rate

Variation - D18/44 -
received from
IPART (W17/2944) -
18 Dec 2017
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Hi Vanessa Phelan,

RE: Shoalhaven City Council - Application Notification Letter

Cur reference:

File Part : Application Notification Letter

Description : Application - Notification - Letter 2017
Uploaded File Name : Notification-Letter-to-IPART-for-SCC-
Special-Variation_171215.pdf

Reference Number : W17,/2944

Thank you for submitting a notification letter of your intention
to apply for a special variation application.

Special Variation notification letters are made available for
public inspection (subject to any limitations of commercial
confidentiality). Your notification letter will shortly be available
to view on the IPART website (www.ipart.nsw.gov.au) under
the Local Government industry / Special Variation & Minimum
Rates.

Your notification letter will remain locked in the IPART Council
Portal until cleared by IPART for publishing on our website.

Yours sincerely,
IPART
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7  Assessment criterion 5: Productivity
improvements and cost containment strategies

Criterion 5 in the Guidelines is:

The IP&R documents or the council’s application must explain the productivity improvements and cost
containment strategies the council has realised in past years, and plans to realise over the proposed special
variation period.

In this section, you must provide details of any productivity improvements and cost
containment strategies that you have implemented during the last two years (or longer) and
any plans for productivity improvements and cost containment over the duration of the
proposed special variation.

These strategies, which may be capital or operational in nature, must be aimed at reducing
costs and/or improving efficiency. Indicate if any initiatives are to increase revenue eg, user
charges. Please include below whether the proposed initiatives (ie, cost savings) have been
factored into the council’s Long Term Financial Plan.

Where possible, the council is to quantify in dollar terms the past and future productivity
improvements and cost savings.

The council may also provide indicators of efficiency, either over time or in comparison to
other relevant councils. We will make similar comparisons using various indicators and OLG
data provided to us.

Over the past four years, Council has undertaken an extensive review of its services and
programs. This has resulted in significant reductions to expenditure of over $6 million
annually as outlined in the Table 12 below

Table 12: Savings from restructure, service reviews and other areas

Summary of Savings 2013 - 2016
Communication reductions 5 143,364

CPlreductions 5 2130816
Electricity reducfions 5 365,000
EQOFY additional savings 5 338,548
FBT reductions 5 172675
Fuel reduction (less fieet) 5 348,000

Interest gains - advisory use  [-§ 216,190
Maintenance & Construction [-§ 143,174

Misc reductions 5 10,533
Operational reductions 5 162,034
Procurement changes 5 110,555
Reductions in casuals 5 187,803
Reductions in plant costs 5 211,156
Reducfions in salarycosis 5 27376380
Costs associated with 5 500,000
redundancies and other

restruc ture matters

Total 5 6,436,226
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A savings target is built into Council’s financial strategy but it does not achieve the required
change needed to address the deficit.

In 2017, Council considered a number of options to reduce the reliance on a special variation
to achieve financial sustainability over the medium term:

1.

Operational service reductions and revenue opportunities

Each $600,000 addition to Council’s net operating result decreases the need for a rate rise
by approximately 1% and improves the Operating Performance Ratio. While a number
of savings have been achieved, further reductions would give rise to serious outcomes,
particularly reduced services, increased complaints and delays.

At a Councillor Briefing on 24 August 2017, a number of resource challenges were
identified:

* Increasing community expectations

*  Workload from a growing local economy and increased development
* Ageing workforce

e Competitiveness - ability to attract and retain the right people

* Performance against service delivery benchmarks

Benchmarking from the LG Professionals and PwC report, ‘Local government
operational and management effectiveness report’
(http:/ /doc.shoalhaven.nsw.gov.au/ Displaydoc.aspx?Record=D17/422739 ), Office of
Local Government comparative data and a range of internal indicators, indicate that:

a. Total administration costs as a percentage of operating costs; and

b. Staffing levels in corporate services (finance, customer services, IT & HR) and DA
assessment

are already below industry levels, i.e., staff levels need to increase in some areas to meet
workloads and community expectations.

In the absence of an integrated business solution, further reductions would lead to
inefficiencies, staff dissatisfaction and increased turnover, reduced productivity and
increased absenteeism.

The Briefing identified approximately $3.8M of ongoing resourcing needs. However,
only $2M of additional expenditure (approximately, 50% of needs), phased over two
years, is included in the financial modelling over the planning horizon.

A number of revenue raising initiatives are also under review, particularly, the
application of “user pays” principles to a broader range of services provided by Council;
for example, paid parking during peak periods and spectator fee to access swim and
fitness facilities. Such initiatives require a business case to ensure that benefits will be
greater than lifecycle costs.
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2. Reduce capital expenditure by removing new, unfunded asset works, including any
budgets to produce masterplans, complete detailed design works, etc.

Savings up to $750K may be possible but, again, there are serious implications and
community expectations will not be met. Such savings would free up funds for asset
renewals and/or improve Council’s cash deficit position but would not improve
operating performance.

3. Target further operational productivity improvements.

The LTFP includes a salary savings target of $233,900 in the 2017/18 budget and this is
escalated over the forward years in line with projected award increases. The salary
savings target could be increased but this requires a deliberate delay in recruiting for
vacancies, as they occur. This results in a loss of capacity to undertake works, more
pressure on other staff members and potential for service complaints. In addition,
savings in non-salary items (materials and contracts and other expenses) expenditures
are budgeted at the rate peg and below CPI. For the 2016/17 budget, this was quantified
at $1.8M in savings. Substantial “productivity” savings were also factored into the
2014/15 and 2015/16 budgets as part of the Transformation Program and further
reductions will have a real impact on operations.

4. Procurement savings.

Continue to budget for savings from procurement. The estimated saving for 2017/18 is
$60K. There are diminishing returns from tendering activities as fewer existing contracts
are available to be market tested or negotiated as part of the Illawarra Shoalhaven Joint
Organisation (ISJO), together with Council’s existing use of large panel arrangements.
Favourable price reductions may not be achieved due to changes in exchange rate, utility
costs, interest rate rises, etc.

While some cost-cutting options are possible, many require balancing service delivery levels
with community expectations. Irrespective of the cost-cutting options adopted by Council,
there will remain a funding gap that needs to be addressed by:

* Applying to IPART to have the one-off increase allowed in 2017/18 as a permanent rate
increase. This reduces the funding gap from $11.2M pa to $4.1M pa

*  Pursuing other revenue initiatives to allow Council to better meet the community’s asset
and infrastructure expectations, address some of the resourcing issues at Council and
progress toward the benchmarks for the three key Fit for the Future indicators (operating
performance ratio; building and infrastructure asset renewal ratio; maintenance ratio).
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8 List of attachments

The following is a list of the supporting documents to include with your application.

Some of these attachments will be mandatory to all special variation applications (eg, extracts
from the Community Strategic Plan).

Other attachments will be required from some, but not all, councils. For example, extracts
from the Asset Management Plan would be required from a council seeking approval of a
special variation to fund infrastructure.

Councils should submit their application forms and attachments online through the Council
Portal in the following order. Councils may number the attachments as they see fit.- need to
check off the items and ensure included

Item Included?

Mandatory forms and Attachments

Part A Section 508A and Section 508(2) Application form (Excel spreadsheet)
Part B Application form (Word document) - this document

Relevant extracts from the Community Strategic Plan

Delivery Program

Long Term Financial Plan with projected (General Fund) financial statements
(Income, Cash Flow and Financial Position) in Excel format

NSW Treasury Corporation report on financial sustainability

Media releases, public meeting notices, newspaper articles, fact sheets relating to
the rate increase and proposed special variation (contained within Attachments 6
& 8)

Community feedback (including surveys and results if applicable) (contained
within Attachments 6 & 8)

Hardship Policy

Resolution to apply for the proposed special variation
Certification (see Section 9)

Other Attachments

Relevant extracts from the Asset Management Plan (contained within
Attachment 9)

Past Instruments of Approval (IPART 2017 Determination)

XK K XX XK KX XXXXKX

Resolution to adopt the revised Community Strategic Plan (if necessary) and/or
Delivery Program
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IPART 2017 Determination - Shoalhaven City Council’s application for a special |Z|
variation for 2017-18

Other (please specify) see below |X|
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Attachment Description

Attachment 1 October 2014 Financial Sustainability Document
Attachment 2 SRV Report - Final Feb 1

Attachment 3 Verons Information

Attachment 4 Long Term Financial Plan

Attachment 5 Addendum - Financial Indicators

Attachment 6 Community Engagement Report for SRV 2017-18
Attachment 7 ISP - Chapter 7 Special Rate Variation
Attachment 8 Community Engagement Report for SRV 2018-19
Attachment 9 Table of Evidence & Links

Attachment 10 POL16_200 Revenue Hardship Policy
Attachment 11 PRD15_153 Procedure Hardship Determination
Attachment 12 Table of Statements
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9  Certification

APPLICATION FOR A SPECIAL RATE VARIATION
To be completed by General Manager and Responsible Accounting Officer

Name of council: Shoalhaven City Council

We certify that to the best of our knowledge the information provided in this application is
correct and complete.

General Manager (name): Russ Pigg
Signature and Date:
Responsible Accounting Officer (name): Michael Pennisi

Signature and Date:

Once completed, please scan the signed certification and attach it as a public supporting
document online via the Council Portal on IPART’s website.
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