v

Independent Pricing and Regulatory Tribunal I P A R T 4

Our reference: 12/591 PO Box Q290, QVB Post Office NSW 1230
Y P . Level 8, 1 Market Street Sydney NSW 2000
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4 June 2014

Mr Glenn Wilcox
General Manager

Blayney Shire Council Contact Michael See
PO Box 62
BLAYNEY NSW 2799

Dear Mr Wilcox

www.ipart.nsw.gov.au

INSTRUMENT OF APPROVAL AND FULL REPORT FOR SPECIAL RATE
VARIATION APPLICATION 2014/15

I refer to IPART’s determination on Blayney Shire Council’s application for a special rate
variation in 2014/15 which was issued on 3 June 2014.

I am writing to advise you that copies of the final reports on our special variation
determinations are now available on the IPART website. I have attached a hard copy of the
final report and the Instrument for Approval for Blayney Shire Council for your records.

If you have any queries, please contact Michael Seery on 9290 8421 or Tony Camenzuli on 02
9113 7706.

Yours sincerely

BLAYNEY SHIRE
Hugo Harmstorf COUNCIL

Chief Executive Officer
12 JUN 201k
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Although the criterion does not require councils to demonstrate community
supporl for the special varialion, we note Lhere is evidence of a reasonable level
of support for an increase in rates above the rate peg. Feedback to the council
from ratepayers opposed to an increase above the rate peg raised concerns about
affordability and the impact on farmland rates. We are satisfied that the council
has considered the issues raised in these submissions, and addressed them.

Community engagement

The council surveyed the community in September 2013 about priorities and
satisfaction levels, and consulted ratepayers in October 2013 on 2 options for a
special variation of 10.0% per annum over 4 years (Maintain Model) and 15% per
annum over 6 years (Road to Infrastructure Improvement Model).

Outcome of consultation on rate rise

The council considers that results of the community engagement reinforced
community expectations on service levels and preparedness to pay, and elicited
support for rate increases above the rate peg. Although the NSW farmers
meeting overwhelmingly opposed any special variation, other community
meetings recorded clear majority support for significant levels of increases above
the rate peg.10

The community had concerns about the impact of any rate rise, particularly on
farmland rates, and affordability and capacity to pay, particularly by people on
fixed incomes and pensions. The lower percentage increase requested by the
council responds to these concerns. The council will also review the rating
structure and its hardship policy, and has committed to consulting widely with
affected ratepayers on further special variations (see section 3.2).

IPART received 2 submissions from the community, each opposing an increase
above the rate peg and reflecting concerns about farmland rates.

3.3 Reasonable impact on ratepayers

We consider that the impact of the special variation will be modest as rate
revenue will rise only 4.67% above the rate peg over 2 years. Because the
increase will not apply to amounts in rates relating to 2 existing special
variations, the actual impact on rates will be less than the 6% pa on which the
council finally consulted the community.

10 A show of hands indicated the farmers’ overwhelming support for the 3.3% rate peg increase.
In a secret ballot of 110 respondents at other meetings, 43% were in favor of an increase of 15%
over 6 years and 33% for an increase of 10% over 4 years: Blayney Application Part B, p 25 and
correspondence with council dated 6 May 2014.
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Our assessment of impact on ratepayers

The most recent comparative data indicates average residential and business
rates in Blayney were lower than in peer councils, and farmland rates marginally
higher. We consider that the community is likely to have capacity to pay the
higher rates. The average annual income is the second highest in the group and
higher than comparable councils nearby. While the council’s outstanding rates
ratio is lower than the Group 10 average, it is considerably higher for many
councils in the group.l# For residents and businesses a high proportion of rate
assessments fall in the lowest land valuation range, where increases will be the
lowest in both dollar and percentage terms.15

4 What does our decision mean for the council?

Our decision means that Blayney Shire Council may increase its general income
over the 2-year period from $6.14m in 2013/14 to $6.77m in 2015/16 (see Table
1.1). After 2015/16, all other things being equal, the council’s permissible general
income will increase by the annual rate peg unless we approve a further special
variation.16

The council estimates that over these 2 years, the additional rates revenue will
accumulate to $0.92m, or $0.58m above the rate peg.1? This extra income will
allow the council to make progress in addressing its asset backlog, by funding a
limited program of renewal of building, footpath and road and bridge
infrastructure.

5 What does our decision mean for ratepayers?

We set the allowable increase in general income, but it is a matter for each
individual council to determine how it allocates any increase across different
categories of ratepayer, consistent with our determination.

14 See Appendix B and OLG, Unpublished data.

15 Blayney Application Part A, Worksheet 5b.

16 General income in future years cannot be determined with precision because it will be
influenced by several factors apart from the rate peg. Those factors include changes in the
number of rateable properties and adjustments for previous under- or over-collection of rates.
The OLG is responsible for monitoring and ensuring compliance.

17 Blayney Application Part A, Worksheet 1 and IPART calculations.
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A Expenditures to be funded from the special
variation above the rate peg

Table A.1 shows Blayney Shire Council’s proposed expenditure of the special
variation funds above the rate peg over the next 10 years.

The council will use the additional special variation revenue above the rate peg
of $4.55m over 10 years to fund capital expenditure in the following way:

v an additional $0.29m on a program of building renewals

v an additional $2.69m on a program of roads and bridges renewals

v an additional $1.57m on a program of footpaths renewals.

The actual works to be undertaken in each year will be determined in accordance
with the relevant asset management plans. The council will indicate in its

Annual Reports how its actual expenditure has evolved relative to its proposed
program of expenditure.

Table A.1 Blayney Shire Council’s proposed program of capital expenditure
from revenue from the special variation above the rate peg ($000)

Year Building Roads and Footpaths Total
Renewals Bridges Renewals
Renewals
2014/15 100 47 147
2015/16 285 149 433
2016/17 150 134 163 446
201718 345 115 460
2018/19 320 154 474
2019/20 317 171 488
2020/21 340 162 502
2021722 257 260 517
2022/23 361 173 533
2023724 40 329 180 549
Total 290 2,687 1,573 4,550

Note: Numbers may not add up due to rounding.
Source: Blayney Application Part A, Worksheet 6.

Blayney Shire Council's application for a special variation for 2014/15 IPART

15














