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1 Determination 

Box 1.1 The Guidelines for 2014/15 

We assess applications for special variations using criteria in the Guidelines for the 
preparation of an application for a special variation to general income, issued by the 
Office of Local Government. 

The Guidelines adopt the same criteria for applications for a special variation under either
section 508A or 508(2) of the Local Government Act 1993.

The Guidelines emphasise the importance of the council’s Integrated Planning and 
Reporting (IP&R) documents to the special variation process.  Councils are expected to 
engage with the community about service levels and funding when preparing their
strategic planning documents.  As a result, for most criteria, the IP&R documents (eg,
Delivery Program and Long Term Financial Plan) must contain evidence that supports a 
council’s application for a special variation. 
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1.1 Our decision 

Table 1.1 IPART’s determination on Richmond Valley Council’s special 
variation for 2014/15 to 2018/19 

Year Increase 
approved

(%)

Cumulative 
increase

approved 

(%) 

Annual
increase in

general 
income

($)

Permissible
general  
income

($)

Adjusted notional income 
30 June 2014  8,808,534 
2014/15 12.3 12.3  1,083,315  9,891,849  
2015/16 5.5 18.5  544,052  10,435,900  
2016/17 5.5 25.0  573,975  11,009,875  
2017/18 5.5 31.9  605,543  11,615,418  
2018/19 5.5 39.1  638,848  12,254,266  

Source:  Richmond Valley Council Part A Worksheets 1 and 6. 
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Box 1.2 Conditions attached to the approved special variation 

IPART’s approval of Richmond Valley Council’s application for a special variation over the 
period from 2014/15 to 2018/19 is subject to the following conditions: 

The council uses the additional income from the special variation for the purposes of
improving its financial sustainability and funding the program of expenditure outlined in
the council’s application and listed in Appendix A. 

The council reports in its annual report for each year from 2014/15 to 2023/24 on: 

the actual revenues, expenses and operating balance against the projected
revenues, expenses and operating balance, as outlined in the Long Term Financial
Plan provided in the council’s application, and summarised in Appendix B
any significant variations from its proposed expenditure as forecast in the current
Long Term Financial Plan and any corrective action taken or to be taken to address
any such variation 
expenditure consistent with the council’s application and listed in Appendix A, and 
the reasons for any significant differences from the proposed expenditure 
the outcomes achieved as a result of the actual program of expenditure. 

The council reports to the Office of Local Government by 30 November each year on 
its compliance with these conditions. 

2 What did the council request and why? 
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3 How did we reach our decision? 
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Table 3.1  Summary of IPART’s assessment against criteria in the Guidelines 

Criterion IPART findings 

 Need for and purpose of the special 1.
variation must be clearly articulated in the 
council’s IP&R documents.  Evidence 
could include community need/desire for 
service levels/projects and limited council 
resourcing alternatives, and the 
assessment of the council’s financial 
sustainability made by the NSW Treasury 
Corporation (TCorp). The LTFP must 
include scenarios both with and without the 
special variation.

The Community Strategic Plan identifies 
the need to improve road infrastructure 
and foster economic development and 
local employment.a
The council has an infrastructure backlog 
of $18 million (6.1% of general fund 
assets).b
Without the special variation, the council’s 
operating position will improve from a 10% 
deficit to 3%.  With the special variation, 
the council will reach surplus by 2020/21.c
Council has explored debt funding options, 
and plans to borrow $4 million to further 
fund infrastructure backlogs.d

 Evidence that the community is aware of 2.
the need for, and the extent of, the 
proposed rate rises.  The IP&R documents 
should clearly explain the rate rise, canvas 
alternatives to the rate rise, the impact of 
any rises on the community, and the 
council’s consideration of community 
capacity and willingness to pay higher 
rates.  The council should demonstrate 
use of an appropriate variety of engage-
ment methods to raise community aware-
ness and provide opportunities for input. 

Council sent out a letter to ratepayers 
about the rate increase.  The letter 
contained the annual (but not cumulative) 
percentage and dollar increases, and the 
projects funded.   
A survey of 400 ratepayers found that 74% 
were aware of the proposal and 66% were 
at least ‘somewhat supportive’ of the 
proposal.e
We received 75 written submissions, 
including one petition with 357 signatures.  
The rate increase is explained on council’s 
website and the council posted an online 
survey, which had 16 participants.f
Council consulted based on an 
expenditure of $13 million but 
subsequently reduced this to $11.5m.g
The expenditure is funded by both the 
special variation and loans. 
The council’s consultation materials did not 
state the cumulative increase to 
ratepayers.
The council’s proposal has been covered 
by newspapers in the local area.h

 Impact on affected ratepayers must be 3.
reasonable, having regard to current rate 
levels, existing ratepayer base and the 
proposed purpose of the variation.  The 
council’s IP&R process should establish 
that proposed rate rises are affordable, 
having regard to the community’s capacity 
to pay. 

The proposal will have a significant but 
reasonable impact on ratepayers.
Average ratepayer income is relatively low 
and SEIFA ranking is the 2nd lowest in its 
OLG Group.i
The council’s rates are currently 
significantly lower than neighbouring 
councils.j
Submissions have stated that the rating 
structure will have a large impact on 
ratepayers in Evans Head, a coastal town 
with a population of approximately 3500 
people.   Property values in Evans Head 
are much higher than the rest of the LGA.k
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Criterion IPART findings 
Under the rate structure, properties with 
high land values will bear a much higher 
increase compared to lower valued 
properties.l However, high value properties 
comprise a very small portion of the 
ratepayer base.

 Delivery Program and LTFP must show 4.
evidence of realistic assumptions.  

The council’s Delivery Program and LTFP 
generally shows realistic assumptions 
compared to TCorp benchmarks.
Utilities were assumed to increase 6% per 
annum, which is much larger than the 
TCorp benchmark of 2.5%.m  However, 
this appears to be primarily driven by large 
previous increases in the cost of electricity 
(increasing by 13% per annum).n

 Productivity improvements and cost 5.
containment strategies realised in past 
years must be explained, as well as plans 
to realise savings over the proposed 
special variation period. 

Council has undergone restructuring and 
FTEs have decreased by 13.5% between 
2009 and 2012. The council’s current cost 
per FTE ($71,657) is comparable to peer 
councils ($71,116).  
The council has discontinued a loss 
making bridge fabrication business, saving 
a million dollars per year.o
There is no information on how the council 
proposes to achieve further productivity 
savings in future years.   

 IPART’s assessment of the size and 6.
resources of the council, the size of the 
increase, current rate levels and previous 
increases, the purpose of the special 
variation and other relevant matters.  

N/A

a Richmond Valley Council, Community Strategic Plan, Towards 2025, p 10. 
b Richmond Valley Council, 2012/13 Financial Statements, Special Schedule 7. 
c Richmond Valley Council, Long Term Financial Estimates 2013/2025, Richmond Valley Council Resourcing 
Strategy 2013-2025, adopted 18 February 2014, and IPART calculations. 
d Richmond Valley Council, Section 508A Special Variation Application 2014/15 – Part B (Richmond Valley 
Application Part B), p 13. 
e Richmond Valley Application Part B, Attachment, Special Variation survey prepared by Micromex Research, 
December 2013, pp 10, 12. 
f Richmond Valley Application Part B, Attachment, Website survey data, 18 February 2014. 
g Richmond Valley Application Part B, p 46. 
h Richmond Valley Application Part B, p 50. 
i ABS, Socio Economic Indexes for Areas (SEIFA) 2011, March 2013; OLG, unpublished comparative data, 
2011/12. 
j Richmond Valley Council, Section 508A Special Variation Application 2014/15 – Part B (Richmond Valley 
Application Part B), pp 27-28. 
k Standard Form Letter in submissions to Richmond Valley Council, p 5. 
l Richmond Valley Council Application Part A Worksheets 5a and 5b. 
m Richmond Valley Council, Long Term Financial Estimates 2013/2025, Richmond Valley Council Resourcing 
Strategy 2013-2025, adopted 18 February 2014, p 1.  New South Wales Treasury Corporation, Richmond
Valley Council Financial Sustainability Assessment and Benchmarking Report, 16 April 2013, p 23.   
n Richmond Valley Application Part B, p 41. 
o Richmond Valley Application Part B, pp 40-41. 
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3.1 Need for and purpose of the special variation 

Figure 3.1 Richmond Valley Council’s forecast operating position  
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3.2 Community engagement and awareness 
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Community engagement 

Outcome of consultation on rate rise 
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3.3 Reasonable impact on ratepayers 
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Table 3.2 Comparison of Richmond Valley Council’s levels of social 
advantage with peer councils 

Council Average 
income

SEIFA Outstanding 
rates ratioa

Average residential 
rates as a % of 

income

Richmond Valley Council $32,991 7 0.04 1.8% 
Ballina Shire Council $38,541 99 0.09 1.8% 
Bellingen Shire Council $32,648 55 0.06 2.4% 
Clarence Valley Council $33,467 13 0.06 2.3% 
Coffs Harbour City Council $36,684 70 0.05 2.2% 
Greater Taree City Council $35,296 12 0.06 2.2% 
Kempsey Shire Council $32,976 4 0.05 2.0% 
Kyogle Council $29,920 11 0.12 2.2% 
Lismore City Council $36,297 66 0.09 2.7% 
Nambucca Shire Council $31,286 9 0.06 2.4% 
Port Macquarie-Hastings 
Council

$37,236 75 0.08 2.4% 

Tweed Shire Council $36,964 68 0.07 2.9% 

Average $34,526 41 0.07 2.3% 
a Outstanding rates ratio is the ratio of rates outstanding to rates collectable. 
Source:  OLG, unpublished data. 

The council’s consideration of impact on ratepayers 

Our assessment of impact on ratepayers 
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Figure 3.2 Average residential rates relative to income levels – selected 
councils (2011/12) 

Source:  OLG, unpublished data. 
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4 What does our decision mean for the council? 

5 What does our decision mean for ratepayers? 
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Table 5.1 Indicative annual increases in average rates as a result of the 
determination

Year Residential Rural Residential Business Farmland 
 %  $ % $ % $  %  $ 
2014/15 12.1 86 12.3 71 12.4 244 12.4 140 
2015/16 5.5 44 5.5 36 5.5 122 5.5 70 
2016/17 5.5 46 5.5 38 5.5 129 5.5 74 
2017/18 5.5 49 5.5 40 5.5 136 5.5 78 
2018/19 5.5 51 5.5 42 5.5 143 5.5 82 

Source:  Richmond Valley Council Application Part A Worksheet 5a. 
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Appendices
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A Expenditures to be funded from the special 
variation above the rate peg 
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B Richmond Valley Council’s projected revenue, 
expenses and operating balance 
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C Comparative indicators 

Table C.1 Trends in selected indicators for Richmond Valley Council, 
2009/10 to 2011/12 

 2009/10 2010/11 2011/12  

Productivity (labour input) indicatorsa

FTE staff (number)  220  202  198  
Ratio of population to FTE 104 114 115 
Average cost per FTE ($) 66,191 68,149 71,657 
Employee costs as % operating expenditure 
(General Fund only) (%) 

32.4 36.1 30.3 

Consultancy/contractor expenses ($m) 0 0 0 
Consultancy/contractor expenses as % operating 
expenditure (%) 

0.0 0.0 0.0 

a Based upon total council operations that include General Fund, Water & Sewer and other funds, if applicable. 
Source: OLG, unpublished data. 
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Table C.2 Select comparative indicators for Richmond Valley Council, 
2011/12 

 Council OLG 
Group 4

averagea

NSW
average

General profile 

Area (km2) 3,058  
Population 22,697  
General Fund operating expenditure ($m) 40  
General Fund operating revenue per capita ($) 1,544 1,441 2,011
Rates revenue as % General Fund income (%) 25.2 40.1 45.7
Average ordinary rate indicatorsb

Average rate – residential ($) 604 837 685
Average rate – business ($) 1,648 2,976 2,552
Average rate – farmland ($) 1,034 1,724 2,123
Socio-economic/capacity to pay indicatorsc

Average annual income for individuals, 2010 ($) 32,991 40,981 44,140
Growth in average annual income, 2006-2010 (% pa) 3.3 3.2 3.0
Average residential rates 2011/12/ average annual 
income, 2010 (%) 

1.8 2.1 1.6

SEIFA, 2011 (NSW rank; 153 is least disadvantaged) 7 Na na
Outstanding rates & annual charges ratio (incl water & 
sewerage charges) (%)

4.5 5.7 7

Productivity (labour input) indicatorsd

FTE staff (number) 198 310 293
Ratio of population to FTE 115 121 126
Average cost per FTE ($) 71,657 74,511 74,438 
Employee costs as % operating expenditure (General 
Fund only) (%) 

30.3 37.4 36.8 

Consultancy/contractor expenses ($m) 5.1  6.9 
Consultancy/contractor expenses as % operating 
expenditure (%) 

6.7  9.3 

a OLG Group 4 is classified ‘Regional Town/City’ with a population of up to 70,000.  The group comprises 32 
councils of which the most comparable to Richmond Valley are Port Macquarie-Hastings, Clarence Valley and 
Ballina Councils. 
b Average rates equal total ordinary rates revenue divided by the number of assessments in each category. 
c Average annual income includes income from all sources excluding government pensions and allowances. 
d Based upon total council operations. There are difficulties in comparing councils using this data because 
councils’ activities differ widely in scope and they may be defined and measured differently between councils. 
Source: OLG, unpublished data; ABS, National Regional Profiles, NSW, November 2011; ABS, Regional 
Population Growth, July 2012; ABS, Estimates of Personal Income for Small Areas, 2005-06 to 2009-10, February 
2013, ABS, Socio-Economic Indexes for Areas (SEIFA) 2011, March 2013.





RICHMOND VALLEY COUNCIL’S SPECIAL RATE VARIATION APPROVED
3 June 2014

The Independent Pricing and Regulatory Tribunal (IPART) has approved Richmond Valley
Council’s application to increase general income by more than the rate peg amount of 2.3% 
to improve local roads, buildings and public spaces.

The council applied for 5 consecutive increases including 12.3% in 2014/15, followed by 
annual increases of 5.5% in each year from 2015/16 to 2018/19, all including the annual 
rate peg and to be permanently retained in Richmond Valley’s rate base. 

The increases will generate an additional $7.3 million above the rate peg over the next 
5 years which will partially fund a planned $11.5 million capital works program to primarily 
upgrade roads, parking and riverfront public space. 

IPART has imposed conditions on Richmond Valley Council requiring that the additional 
income be used for the purposes outlined in the application, and that the council report to 
the community in its Annual Report each year until 2023/24 on the outcomes achieved.

IPART Chairman Peter Boxall said the council’s application was assessed against the NSW 
Government’s published criteria. Submissions received directly from ratepayers, community 
groups, business groups and ratepayer associations were also considered.

“IPART has decided to approve the special variation in full, allowing Richmond Valley 
Council to increase its general income from rates by 24% above the rate peg over the next 
5 years, and to maintain it at this new base level in the future,” Dr Boxall said.

Through the rate peg and special variation process, IPART determines the increases to 
councils’ general income. Councils decide how to allocate the increase among all their 
different ratepayer categories, such as residential, business and rural lands.

Based on Richmond Valley Council’s application, average ordinary residential rates will 
increase, including the rate peg increase, by $86 in 2014/15, rural residential rates by $71,
business rates by $244 and farmland rates by $140 or 10.1% above the rate peg.

Dr Boxall said special variations are designed to give councils the flexibility to generate 
additional income above the rate peg to meet their specific needs, with an independent 
assessment process to approve the increase.

“In making this decision, we are conscious that concerns have been raised both with the 
council and with IPART about the affordability and equity of the increase, and the level of 
community consultation,” Dr Boxall said.

“Each of these issues has been carefully considered and we have determined that 
Richmond Valley Council’s application meets the criteria for approval of the special variation 
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by demonstrating a clear need for the additional revenue, that it had appropriately engaged 
the community about the proposed rate increases, and that it took steps to improve 
productivity and contain costs.

“In making this assessment, we also considered the council’s long term financial plan and
whether the impact of the variation on affected ratepayers is reasonable.

“We are aware that our decision to approve the increase in general income by 39.1% 
including the rate peg over the next 5 years is among the biggest percentage increases in 
NSW,” Dr Boxall said.

“But although these increases are significant, we have determined that they are reasonable 
under the criteria given that current rates are relatively low compared to similar council 
areas.”

In approving the application, IPART noted that Richmond Valley Council has a hardship 
policy that allows rate payments to be deferred without interest for a set period of time. 

Richmond Valley Council is one of 32 councils that made an application for a special 
variation of the 152 councils in NSW.  Twenty-eight applications were approved in full, 1
was declined and 3 applications were partially approved.  IPART also approved 2
applications for increases to minimum rates and 3 applications for Crown Land adjustments.

The full report on Richmond Valley Council’s application is available on the IPART website 
at www.ipart.nsw.gov.au.

Richmond Valley Council – special rate variation summary
Increase in 2014/15 (including rate peg) 12.3%

Residential rates $ increase 2014/15 $86

Summary of reasons To fund capital improvements, asset 
maintenance and renewals and improve 
financial sustainability.

Total cumulative increase over 5 years 
(including rate peg)

39.1%

Media contact: Julie Sheather (02) 9290 8403 or 0409 514 643

http://www.ipart.nsw.gov.au
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