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Meeting our future needs – Proposed Special Rate Variation  

 

In 2015 Shoalhaven City Council was declared as a Fit for the Future Council by the 

NSW State Government. This was based on a Council submission provided to the 

Office of Local Government (OLG) and the Independent Pricing and Regulatory 

Tribunal (IPART) which outlined several actions Council would undertake to improve 

our financial sustainability. 

 

Our submission included a proposal to permanently increase Shoalhaven’s total 

general rate income by applying for a Special Rate Variation (SRV) to IPART. The 

purpose of the proposed SRV is to increase our general rate income above the 

standard rate peg limit, thereby allowing us to increase the level of funding we provide 

for key infrastructure maintenance and renewal, maintenance of services and financial 

sustainability and address infrastructure requirements for the Verons Estate. 

 

IPART annually set a rate peg, which limits the amount by which councils can increase 

their total rate revenue from year to year – for 2017/18 it is 1.5%. In February 2017, 

Council made an application to IPART for the following increases above the rate peg: 

 

• 13.2% in 2017/18 (includes actual rate peg limit of 1.5%) 

• 14% in 2018/19 (includes IPART estimated rate peg limit of 2.5%) 

The outcome of that application was determined by IPART in May 2017. IPART 

approved a temporary increase of 13.2% for 2017/18 only. The application for 

subsequent years was not endorsed as IPART wanted our Delivery Program and 

Operational Plan (this document) to more clearly outline the SRV proposal. To ensure 

consistency with our Long Term Financial Plan (LTFP) and to meet our Fit for the 

Future benchmarks, Council is now proposing to again apply to IPART, for an SRV, 

for each of the next three financial years: 2018/19; 2019/20 and 2020/21. Given that 

the 2017/18 increase reverts to the rate peg increase of 1.5%, Council will be applying 

for the following increases to general rate income. 

 

• Maintaining the 13.2% from the current SRV and an additional 5% in 2018/19 

(includes estimated rate peg of 2.5%) 

• 5.0% in 2019/20 (includes estimated rate peg of 2.5%) 

• 5.0% in 2020/21 (includes estimated rate peg of 2.5%) 

The cumulative impact of the proposed rate increases over four years is 31.0%, 

compared to a cumulative increase of 9.3% if only the rate peg was applied and a 

cumulative increase of 35.6% under Council’s 2017 IPART application. 

Proposed special rate variation – Impact on rate payers 

 

There are several ways we can look at the financial impact on ratepayers and the 

following tables help to explain Council’s proposal. Table One is based on the standard 

rate peg increase without any special variations.  Note that the average rates for 



 

 

2017/18 have the special variation removed to allow a transparent comparison to the 

outcome had only the IPART rate peg been applied to rates. 
 
 
Table One - Rate Peg Only Comparison 

Item 
2017/18 

actual rate peg 
2018/19 
estimate 

2019/20 
estimate 

2020/21 
estimate 

Cumulative 
Change 

Rate Peg Percentage Increase 1.5% 2.5% 2.5% 2.5% 7.7% 

Average Residential Rate Levy ($) 1,023 1,048 1,075 1,102 79 

Average Business Rate Levy ($) 1,854 1,901 1,948 1,997 143 

Average Farmland Rate Levy ($) 2,035 2,086 2,138 2,192 156 

 
 

Two key items of information in this table are: 

(1)  The 1.5% rate peg percentage increase for 2017/18 is the actual rate peg 

figure determined by IPART for the financial year. The 2.5% applied for 2018/19 

to 2020/21 is the estimated rate peg increase based on advice from IPART. 

(2)  For 2017/18, we have had to reduce the average rate figures levied by Council 

as the additional 11.7% increase IPART approved for 2017/18 is a temporary 

approval only. This means that the actual rates levied by Council were higher 

than these figures. This also means that any increases approved for 2018/19 

onwards are applied to the 2017/18 figures without the 11.7% included. 

 

Under this scenario, Council will not meet its operating performance ratio target of 0% 

over the planning horizon and there is a deterioration in the asset renewal ratio (target 

100%): 

 

Table Two provides details of the proposed SRV compared to the 2017/18 figures in 

Table One. 
 
 



 

 

Table Two - Proposed SRV (for 2018/19, 2019/20 and 2020/21) compared to actual 2017/18 levy 
 

Item 
2017/18 

actual SRV 
 2018/19 

proposed 
2019/20 

proposed 
2020/21 

proposed 
Cumulative 

Change 

SRV increase 13.2%  13.2% + 5% 5.0% 5.0% 29.1% 

Average Residential Rate Levy ($) 1,141  1,198 1,258 1,321 298 

Average Business Rate Levy ($) 2,068  2,172 2,280 2,394 540 

Average Farmland Rate Levy ($) 2,270  2,383 2,502 2,628 592 

 

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

 

  



 

 

Special rate variation expenditure 

 

In its 2017 IPART application, Council’s long term financial plan was based on 11.5% 

increases in our total rate income above the estimated rate peg limit for the two-year 

period from 2017/18 to 2018/19, with the extra income raised to be retained as a 

permanent revenue source.  2017/18 also included an additional 0.2% to service a 20 

year loan for road upgrade works for the Verons Estate. 

 

Following feedback from the community and further Council discussion about its 

pathway to financial sustainability, Council is proposing to apply to IPART to retain the 

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.   

 

Given that the 2017/18 increase reverts to the rate peg increase of 1.5%, Council will 

be applying for the following increases to general rate income. 

 

• Maintaining the 13.2% from the current SRV and an additional 5% in 2018/19 

(includes estimated rate peg of 2.5%) 

• 5.0% in 2019/20 (includes estimated rate peg of 2.5%) 

• 5.0% in 2020/21 (includes estimated rate peg of 2.5%) 

The proposed increases will retain existing services, allow modest “new” asset spend 

and move towards meeting all Fit for the Future benchmarks. The extra funds 

generated from the additional percentages are to be expended on increased asset 

renewal (i.e. invested into increased capital expenditure on our core infrastructure 

assets). 

 

The objectives behind the proposed schedule of additional rate increases, which 

provides a permanent increase to our revenue stream, are as follows: 

 

1. Council’s asset management modelling identifies that we are underfunding our 

investment in asset renewal. Over time, this will lead to the deterioration of our 

existing asset base. A large part of the funds raised by the proposed special 

variation will be invested into increased expenditure on core infrastructure 

assets, such as roads and related infrastructure, as well as infrastructure 

requirements for the Verons Estate. Undertaking these works in a timelier 

manner will assist in maintaining the condition of our assets and save 

maintenance expenditure, as deteriorating assets require maintenance 

expenditure of at least 15% per annum above well maintained assets. 

 

2. Our long term financial modelling indicates that, without the additional special 

rate variation revenues, our General Fund will continue to operate at a deficit. 

What this means is that, over time, there will be poorer levels of service to the 



 

 

community and we will not be able to adequately maintain our existing assets 

or cover their cost of use. The implementation of the special rate variations will 

ensure that the General Fund generates an operating surplus in the medium to 

long term. This will also assist in ensuring that the Council complies with the 

State Government’s Fit for the Future Program. 

Chapter 6 of Council’s Integrated Strategic Plan concerns its Resourcing Strategy.  As 

part of its Workforce Planning, a number of resource requirements were identified at 

Sections 1.8 to 1.15 to address Council’s current workforce challenges and forecasted 

future needs arising from: 

 

• 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 

Approximately $3.8M of ongoing resourcing needs were identified.  However, only 

$2M of additional expenditure (approximately 50% of needs), phased over two years, 

has been included in the Long Term Financial Plan. 

 

Section 2.2 Asset Sustainability of the Resourcing Strategy’s Asset Management 

Planning notes that even under the scenario of Special Rates Variations of 13.2% and 

14% over two years, Council would not achieve the targets for Infrastructure Backlog, 

and Infrastructure Renewal Ratio.  While the proposed SRV detailed in this chapter 

results in outcomes on these indicators that are more modest than those estimated 

under Council’s previous application to IPART, there is still solid progress toward 

meeting the Fit for the Future targets by 2026/27, particularly when compared to the 

IPART Determined scenario (13.2% increase including the rate peg of 1.5% for 

2017/18 only) presented in other parts of the Integrated Strategic Plan. 

 

For further information on our overall financial position refer to Chapter 6, Resourcing 

Strategy’s Long Term Financial Plan that forms part of this Integrated Strategic Plan. 

 

It is proposed to use the Special Rate Variation in the following ways: 

 
 2018/19 2019/20 2020/21 

Funding Current Operations (cash deficit) $4,613,912 $4,288,927 $2,979,041 

Additional Maintenance $1,000,000 $1,025,000 $1,050,625 

Additional Operations $1,000,000 $2,050,000 $2,101,250 

Additional Capital $2,414,254 $3,714,279 $7,139,799 

 $9,028,166 $11,078,206$ $13,270,715 

 

  



 

 

Revenue Policy under proposed Special Rate Variation 

 

Shoalhaven City Council’s Revenue Policy is developed in response to its legislative 

reporting requirements under the Local Government Act 1993.  The Policy provides 

the community with an indication of the type and breakdown of revenue sources 

available to Council to support its Operational Plan. 

 

Council’s Revenue Policy comprises the following: 

• Estimated income and expenditure 

• Ordinary rates and special rates 

• Pricing methodology 

• Proposed borrowings 

• Chapter 4 - Fees & Charges 

 

In what follows, the following elements of the Revenue Policy have been updated to 

show the impact of the proposed Special Rate Variation: 

• Estimated income and expenditure 

• Ordinary rates and special rates 

• Proposed borrowings 

 

Estimated Income and Expenditure 2018/19 

 

In 2010, the Independent Pricing and Regulatory Tribunal of New South Wales 

(IPART), was delegated responsibility for determining the allowable annual increase 

in general rates income.  In 2017/18, the pegged rate was determined to be 1.5%. 

 

Shoalhaven City Council applied to IPART for a Special Rate Variation of 13.2% in 

2017/18 (11.7% plus the rate peg of 1.5%) and 14% in 2018/19 (11.5% plus the rate 

peg of 2.5%) to cover infrastructure maintenance and renewal, maintenance of 

services and financial sustainability, and to address infrastructure requirements for 

the Verons Estate.  On 9 May 2017, IPART approved only a one-year temporary 

increase of 13.2% in the rate base due to the failure of Council to align its Integrated 

Planning & Reporting (IP&R) documents with its Special Variation proposal. 

 

Council adopted the 13.2% Special Rate Variation, including the rate peg of 1.5%, 

for the 2017/18 Financial Year at its June Extra Ordinary Meeting. 

 

The other major financial modelling assumptions remain the same, particularly an 

expected increase to electricity costs of 25% in 2018/19 and in 2019/20 (due to a 

new contract) with a 5% increase in the following years. 

 

Following feedback from the community and further Council discussion about its 

pathway to financial sustainability, Council is seeking to apply to IPART 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.  This will allow for the retention of 

existing services, allow modest “new” asset spend and move towards meeting all Fit 

for the Future benchmarks. 

 

Rating Structure - ordinary rates and special rates 

 

The Local Government Act 1993 makes provision for rates to comprise: 

• An ad valorem amount (which may be subject to a minimum rate amount) or 

• A base amount to which an ad valorem amount is added 
 

Ordinary rates 

 

Council has resolved to maintain the 2016/17 rating structure, comprising both base 

amounts and ad valorem rates. This was intended to resolve historical inequities in 

the rating base. The rating structure has a flat ad valorem rate for all residential and 

business properties, with another flat rate for farmland. An additional special ad 

valorem rate is applied to all business categories to cover such costs as car parking, 

tourism and security, with a further special rate applied to the Nowra CBD for 

promotional activities and city improvements. However, the ad valorem calculations 

have changed for parcels of land held by the Crown and categorised as Business 

Permit (i.e., Crown leases such as permissive occupancies, jetties, slipways, 

moorings, pastoral leases, etc.); these will be subject to an ad valorem rate in the 

dollar levied on the value of the property supplied by the Valuer General of NSW. 

 

Under the proposed Special Rate Variation, the following is an estimate for 2018/19 

of the rates that will apply in respect of each category of ordinary rate under the 

assumption of no change in the property values used for the 2017/18 rating 

structure: 

 

Residential: Will be levied an ad valorem amount of 0.22785¢ in $ across all 

categories and sub-categories and a base amount of $610 for Ordinary Residential 

and $45 for Residential Non Urban. 

 

Farmland: The rates for both Farmland and Dairy Farmland will be increased by the 

Special Rate Variation and have a base amount of $610. 

 

Business: The rates for all the Business sub-categories will be increased by the 

Special Rate Variation.  The base amount for Business Commercial/Industrial and 

for Business Nowra will be $610.  However, different ad valorems have been 

applied, depending upon the level of service provided in each area. 

  



 

 

 

Council's 2018/19 Rating Structure under the Proposed Special Rate Variation ( 
Category Sub 

-Category 

Ad Valorem  

(c in $) 

Base Rate 

Amount 

Base Rate 

%age 

Total  

Rate  

Yield ($) 

Residential   0.22785 $610 49.92% $64,509,717 

  Non-Urban 0.22872 $45 42.58% $110,852 

Farmland   0.19798 $610 24.76% $1,968,581 

  Dairy Farmers 0.10079 $610 32.02% $236,241 

Business   0.33199   $5,985 

  Commercial/Industrial 0.32022 $610 29.99% $3,473,706 

  Nowra 0.69919 $610 15.79% $1,401,963 

     $71,707,045 

 

Special Rate Variations 

 

The total additional $9,028,166 in general rate revenue in 2018/19 resulting from the 

Special Rate Variation is proposed to be spent as follows: 

 

Assist to cover existing operating costs $4,613,912 

Additional operations $1,000,000 

 

Additional Maintenance 

Roads $600,000 

Buildings and Facilities $200,000 

Parks and Reserves $200,000 

 

Additional Capital 

Local Road Renewals $601,754 

Streetscape Renewals $512,500 

Building and Facilities Renewal $800,000 

Sportfield upgrades $500,000 

 

 $9,028,166 

  



 

 

Council Special Rates 

 

The following are estimated to apply in 2018/19 in respect of the other special rates 

levied by Council: 

 
Category Sub-Category Ad Valorem  

(c in $) 

Base Rate 

Amount 

Base Rate 

%age 

Total  

Rate  

Yield ($) 

Residential Verons Road Upgrade 

Special Rate (with Building 

Entitlement) 

1.08993 $2,647 49.98% $117,695 

Residential Verons Road Upgrade 

Special Rate (without 

Building Entitlement) 

0.23668 $297 49.84% $5,959 

Residential  Nebraska Road 

Construction Special Rate 

0.17395 $121 47.43% $5,588 

Residential Jerberra Road 

Infrastructure Special Rate  

3.13600 $2,533 49.98% $603,147 

Residential Jerberra Electricity 

Infrastructure Special Rate 

1.05800 $853 49.95% $203,299 

Residential Jerberra Road E2 

Infrastructure Special Rate 

7.68750 $639 49.94% $21,742 

Business Sussex Area Special Rate 0.03410   $15,072 

     $972,502 

 

Special Category Rates – Sussex Inlet CBD Promotion 

 

Council will maintain a special category rate for 2018/19, pursuant to Section 495 of 

the Local Government Act 1993 for the promotion of Sussex Inlet.  The structure of 

this special rate is an ad valorem rate only, levied on the land value of each rateable 

property as supplied by the Valuer General of NSW.  The Sussex Area special rate 

applies to all properties within the Sussex Inlet area that are categorised as Business 

for rating purposes. 

 

Resolving Small Lot Rural Subdivisions (Paper Subdivisions) 

 

Council also levies a number of special rates, pursuant to Section 495 of the Local 

Government Act 1993 on all small lot rural subdivisions (Residential Non-Urban 

rating category), which in Council’s opinion will benefit from rezoning investigations, 

road design and construction works. 

 

  



 

 

Proposed Borrowings 

Council’s borrowings are governed by the provisions of the Local Government Act 

1993 and the Local Government (General) Regulation 2005. 

 

These borrowings will be secured by the usual method of a mortgage over Council's 

income.  Competitive quotations are obtained from major banks and financial 

institutions with the aim of securing a low interest rate. 

 

The proposed 2017/21 loan program remains overall unchanged under the proposed 

SRV excepting to move the Vincentia Community Centre Library project from 

2018/19 into 2019/20: 

 

General Fund Projects 2017/18 2018/19 2019/20 2020/21 

Shoalhaven Indoor Sport Centre                     4,600,000 2,919,895   

Moona Moona Creek Pedestrian Bridge                640,000    

Caravan Park Development                           1,542,059 1,647,500 1,528,500 1,565,000 

Vincentia Community Centre Library    1,127,146  

Huskisson Town Centre Service Lanes                150,000 1,545,000 1,545,000  

Bomaderry Pool Rehabilitation                         2,000,000 

Shoalhaven Memorial Gardens 

Expansion 

200,000 238,000   

Sporting Fields - Planning Area 5    335,400 

Waste Management    3,000,000 

Verons Estate Infrastructure 

Construction 

2,130,000    

 9,262,059 6,350,395 4,200,646 6,900,400 

     

Sewer Fund Projects 2017/18 2018/19 2019/20 2020/21 

Nowra REMS 1B 50,000,000    

St Annes Street, Nowra, Pump Station   3,000,000  

 50,000,000  3,000,000  

  



 

 

 

Revised Budget & Capital Works under proposed Special Rate Variation 

Progress against Council’s Fit for the Future Improvement Strategies, including an 

application to IPART for a Special Rate Variation, is included in Chapter 5.  Despite 

savings from organisational efficiencies, Council still does not have sufficient funds to 

ensure that the number of its assets in poor condition does not continue to grow.  The 

proposed special variation is part of our medium term solution. The following pages 

update the budgets and capital works presented in Chapter 5 for the proposed Special 

Rate Variation detailed in this chapter. 

 

 

  



 

 

 

  



 

 

 

  



 

 

 

  



 

 

 

 



 

 

Net Cost of Programs 

 



 

 

Capital Program 

 



 

 
 



 

 

 



 

 

 
 



 

 

 



 

 

 
 

 



 

 

 

 



 

 

Long Term Financial Plan 

 

To meet its service delivery and financial commitments into the future and allow modest “new” asset 

spend, Council is seeking to apply to IPART 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.  The impact of 

Council’s proposal on its General Fund and Consolidated financial statements over the 10 year 

planning horizon is shown in the following pages. 

 

These financial statements supersede those in Council’s Resourcing Strategy at Chapter 6 and 

reflect the impact and consequences of the proposed increases to general rate income: 

 

• Maintaining the 13.2% from the current SRV and an additional 5% in 2018/19 (includes 

estimated rate peg of 2.5%) 

• 5.0% in 2019/20 (includes estimated rate peg of 2.5%) 

• 5.0% in 2020/21 (includes estimated rate peg of 2.5%) 

 

Long Term Financial Statements 

 

The Long Term Financial Plan that follows includes projected income and expenditure, balance 

sheet and cash flow statements. The format of these statements is in accordance with the current 

Code of Accounting Practice. 

 

As the Water and Sewer Long Term Financial Plans have not changed, only the new General Fund 

and Consolidated Statements are shown. 

 



 

 

 

 
 



 

 

 



 

 

 



 

 

 



 

 

 



 

 

 



 

 

 



 

 

 
 

 

 

 

  



 

 

 



 

 

 



 

 

 



 

 

 



 

 

 
 

  



 

 

Capital Works Program 

 

 



 

 

 

Sensitivity Analysis 

The table below analyses the sensitivity of the operating result, before capital grans and 
contributions, to changes to key inputs: 

 



 

 

 

Long Term Financial Plan Results 

Please note that the indicators in the following tables are based on annual results while the Fit for the Future indicators presented elsewhere in 

this document are based on three-year averages. 

 

 



 

 

 


