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About this application form

Council information

Council name Tenterfield Shire Council

Date submitted to IPART Click here to enter text.
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About this application form

About this application form

IPART has revised the Application Form to be completed by councils applying for a special
variation (SV) to general income for 2023-24 under section 508(2) or 508A of the Local
Government Act 1993 (LG Act). The application form is in two parts:

e Special Variation Application Form Part A (separate Excel spreadsheet)

e Special Variation Application Form Part B (this MS Word document)
The SV Application Form Part B consists of:

e Description and Context Questions

o Criterion 1. Need for the variation

e  Criterion 2. Community awareness and engagement

e Criterion 3: Impact on ratepayers

o Criterion 4: IP&R documents

e  Criterion 5: Productivity improvements and cost containment strategies
o  Criterion 6: Other relevant matters

o Council certification and contact information

o List of attachments
When completing this Application Form, councils should refer to the following:

e Apply fora SV or minimum rates (MR) increase page of IPART's website
— Fact Sheet - Special Variationsin2023-24
— Information paper=Special Variations in 2023-24
— Information paper - Community awareness and engagement for special variations

The Office of Local Government (OLG) SV Guidelines issued in November 2020.
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Preparing your application

Preparing your application

How much information should a council provide?

While the criteria for all types of SVs are the same, the OLG Guidelines state that the extent of
evidence required for assessment of the criteria can alter with the scale and permanence of the
SV proposed.

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 and complexity of the variation
sought.

Attaching supporting material

We encourage councils when filling in this Application Ferm to presentidata in tables or
summaries and include full versions of documents asattachments. Responses in the text boxes
should clearly cross-reference where the informationiis located in the supporting documents
attached to the council's application. Extracts included'in‘the responses in this application from
Integrated Planning & Reporting framework (IP&R) documents and consultation material should
be succinct and selected for relevance and sighificance:

Confidential content in stpporting material

IPART will post all applications (excluding confidential content) on the IPART website. Examples
of confidential content afe those parts.of. a document which disclose the personal identity or
other personal information pertaining to a member of the public, or a document such as a council
working document that does not have formal status, or a document which includes commercial-
in-confidence content.

Councils should ensure supporting documents are redacted to remove confidential content
where possible, or clearly marked as CONFIDENTIAL. To protect confidential details in
submissions from ratepayers, either redact or submit as a confidential attachment (see List of
attachments).

Submitting the application online

Applications must be submitted through IPART's Council Portal by close of business on Friday, 3
February 2023.

e Afile size limit of 10MB applies to the Application Form Part B.

e For supporting documents (Attachments) a file size limit of 400MB applies to public
documents, and another 200MB to confidential documents.

Contact Arsh Suri on (02) 9113 7730 for assistance with using the Council Portal.
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Preparing your application

Publishing the council's application

Councils should also publish their application on their own website for the community to access.

Q&
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Description and Context

Description and Context

These questions seek information not tied to a specific criterion in the OLG guidelines. Councils
should provide a response where the Question is relevant to its application.

Question 1: What is the type and size of the special variation the council is applying
for?

In the checkbox and Table 1, please indicate the type of the proposed SV - section 508(2) or
508A the council is requesting and:

o specify the percentage increases in each of the years in which the SV is to apply,
o the cumulative increase for a section 508A SV, and

o whether the SV is to be permanent or temporary.

A year is within the SV period if it is a year in which the council is preposing an increase of income
that is not the rate peg. For example, if a proposal was for@a permanent SV of 10% in each year of
the next 2-years then 2023-24 and 2024-25 would beawvithin the SV period. If the proposal was
for a temporary SV of 8% for 2023-24 to be retained(in the raterbase for 5 years, the SV period
would be 2023-24 only.

Provide select the proposed SV type using the checkbox and.complete Table 1.

Special variation type
P ypP I:l Section 508(2) Section 508A

Permanent or Tempora
P Y |X| Permanent I:' Temporary

Table 1 The council's proposed special variation

2023-24 |2024-25 2025-26 2026-27 2027-28 2028-29 2029-30

Is this year in the SV yes yes no no no no no
period?

Percentage increase 43.0% 43.0% XX% XX% XX% XX% XX%
(including the rate peg)

Cumulative percentage 104.49%
increase over the SV

period for s 508A

(including the rate peg)

Note: Please leave the percentage increase value blank for years that are outside of the SV period.

Note 2: The cumulative percentage increase is the total increase in rates over the SV period. For example, a permanent multi-year SV of
10% in 2023-24 and 15% in 2024-25 would be a cumulative increase of 26.5% over the SV period.

Question 2: What is the key purpose of the requested special variation?

In the text box indicate at the highest level (that is, the shortest possible summary) the key
purpose(s) of the proposed SV. The purposes could include one, or a combination of:

e improving financial sustainability

e maintaining existing services and service levels generally

e providing new or enhanced services or service levels for specific council operations
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Description and Context

implementing new projects or activities, e.g. environmental works
reducing infrastructure backlogs for asset maintenance and/or renewals
investing in new assets

contributing to projects of regional significance

meeting special cost pressures faced by the council

meeting the shortfall where contributions for local infrastructure are capped.

This section should also include an outline of the key steps undertaken in reaching a decision to
make an application.

The purpose of the SRV is to:
1. toimprove Council's financial sustainability by addressing a significant operating deficit in
the general fund, and

2. create a platform that will lead to Council's long term finapCial sustainability that will:

a. enable maintenance related to general fund activities to be completed as required
by Council's asset management plans,

b. provide capacity to respond to the demands from the community for improved
maintenance,

c. reduce a heavy reliance upon grant fundingfor asset renewals, and

d. provide capacity to manage thedmpacts of new assets generated from grant
funded assets and natural disasters

No Council wants to place additionalsfinancial burden on its residents and ratepayers and the
Tenterfield Shire Council (TSC)_is nho different; however, Council also has a responsibility to
manage its assets and financial position'appropriately.

In considering making an.application for a Special Variation (SV), Council has reviewed its recent
actual operating results, the current year forecasted operating loss and the revised forecasted
operating losses into.the futuretas outlined in Council's adopted Long-Term Financial Plan
(LTFP).

Council also considered the feedback from the community and in particular the ability to deliver
decent roads and reasonable services based on Council's income

In recent years Council's general fund had a ‘Net operating result for the year before grants and
contributions provided for capital purposes’ of:

e $750,000 deficit for the 2019/2020 financial year, and

e $3.75m deficit for the 2020/2021 financial year.

Whilst Council had a result of a surplus of $887,000 for the 2021/22 financial year, this included
an additional 25% Financial Assistance Grants (FAGS) of approximately $1.4m and an advance
payment of Disaster Recovery Funding Agreement (DRFA) of $1.8m. Without the additional FAGS
and DRFA funding, the result would have been a deficit of approximately $1.1m.
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Description and Context

To emphasise Council's cash position, it is also important to note that Council also used $2.6m
in borrowed funds for the 2021/22 capital program which was a result of underfunding in
Council's general fund (Council-funded Capital Projects) and has approved borrowings of $3.1m
for the 2022-23 unfunded general fund Capital Projects. Continued borrowings at this level are
not sustainable for the future.

Council on 25May 2022 adopted its ten year Long-Term Financial Plan (LTFP) as part of the
Integrated Planning and Reporting Framework (Resolution 98/22). The plan forecasts a ‘Net
Operating Result before Grants and Contributions provided for Capital purposes’ deficit range
between $3.5M and $5.7M in the general fund for the next ten years without a special rate
variation.

As at 30 June 2022 Council's Own Source Operating Revenue was 32.79% which is significantly
below the Office of Local Government benchmark of greater than 60%. This indicates that
Tenterfield Shire Council is highly dependent on external grants and contributions for
operational purposes.

With this in mind, and noting Council's current financial position, Council has little option but to
increase its revenue or significantly reduce costs through service reductions to close the
financial gap of continuing forecasted operational déficits.

The community engagement undertaken through Council's Community Strategic Plan (CSP)
process has shown strong opposition to sérvicesreductions,and a preference to see either no
increase or a decreased percentage increase in rates.

In combination, these views result in a financially unsustainable Council. Even with additional
income proposed, the current.inflationary environment may make it difficult to achieve current
service levels used to forecast the,inereaseinincome for this application.

This significant challenge is forecasted as a result of:

1. Upgraded corefinfrastructure \assets for Council as a result of grant funded works (e.g.
replacing timber bridges with concrete bridges, and widening and sealing of Mount Lindesay
Road);

New and upgraded community assets (e.g. public toilets, playgrounds and community halls),
The increased cost of asset replacement;

Increasing cost of managing grants applications and acquittals; and

Increased costs due to meeting regulated requirements (e.g. audit costs, emergency
services levy, and ongoing disaster recovery management).

LIRS

For Council to address this type of operating result it has four options available to it. These are;
1. Reducing service levels;

2. Selland/or dispose of assets that will reduce the associated on-going expenses;

3. Increase income raised through rates, user fees and charges;

4. A combination of the above options.

Councils are under constant pressure to deliver the same services for less which is an
unsustainable model. This includes mandatory requirements and costs associated with it to
function as a Local Government entity. Tenterfield Shire Council has very limited opportunity to
materially increase own source revenue and as a result an increase in rates, combined with
further operational efficiencies, is the most viable solution for a financially sustainable Council.

Council's solution is to address the operating deficits through a combination of the options,
however, even with seeking to maintain service levels (as the community have told us they want)

Special Variation Application Form Part B Page | 10



Description and Context

and reviewing assets, this application seeks to address the third component of Council's solution
which is to increase income via an increase in rates.

Question 3: Is the council proposing to increase minimum rates in conjunction with
the special variation?

Complete this question if the council proposes to increase minimum ordinary or special rates in
conjunction with the SV for 2023-24.

Councils may have to submit a separate application for an increase to MR in addition to applying
for the SV.

A separate MR increase application is needed in the following circumstances:

e The councilis currently charging a minimum ordinary rate at or below the statutory limit, and
intends, as part of implementing the SV, to apply a lower, higher.or the same percentage
increase as the requested SV percentage, which would result in'a minimum rate in any rating
category or sub-category exceeding the statutory limit for the first time:

e The councilis already charging a minimum ordinary. rate above the statutory limit, and the
council is seeking to increase a MR by a percentage higher than the proposed SV percentage
increase for any year.

e The council proposes to charge a special rate (otherthan a water supply or sewerage special
rate) above $2.

e The council already has approval from IPART te charge a special rate (other than a water
supply or sewerage special rate) above $2:and proposes to increase the amount of that rate.

In these situations, councils should complete Minimum Rate Application Form Part B 2023-24
(Word document) available on our website here.

Councils do not need to submit a separate MR increase application if, in conjunction with the
special variation, the proposed in¢rease to minimum rates would result in minimum rates in all
rating categories and/or sub-categories still being at or below the statutory limits.

To respond to this question, councils need only to provide the summary information required in
the question box.

IPART will rely on data in the SV Application Form Part A and the MR Increase Application Form
Part A for detailed information about how the proposed SV would increase minimum amounts of
rates.

If the increase applies to an ordinary rate, complete this section

Does the council have an ordinary rate(s) subject to a minimum No
amount?
Does the council propose to increase the minimum amount of its Choose an item.

ordinary rate(s) above the statutory limit for the first time?

Special Variation Application Form Part B Page | 11


https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/For-Councils/Apply-for-a-special-variation-or-minimum-rate-increase

Description and Context

\W¥hich rates will the increases apply to?

If the increase will apply to only some subcategories, specify

Does the council propose to increase the minimum amount of its
ordinary rate(s)? if so, by what percentage?

What will the minimum amount of the ordinary rate(s) be after the
proposed increase?

Has the council submitted an application for a minimum rate
increase?

If the increase applies to a special rate, complete this section

Does the council propose to increase the minimum amount of @special rate
above the statutory limit?

What will the minimum amount of thefordinary rate(s) be after the proposed
increase?

Has the council submitted'an application for a minimum rate increase?

The increase will apply
to all categories

The increase will apply
to all categories

Special Variation
percentage

X%

$Click to enter amount

No

Choose an item.

$Click to enter amount

Choose an item.

The council must ensure that it has submitted MR Increase Application Form Parts A and Part B, if
required.

Question 4: Does the council have an expiring special variation?

If the council has an expiring SV, IPART requires additional information to ensure the Instrument
approving a new SV accurately calculates the amount the council has to remove from its general
income before applying any adjustment to the council's general income which may be approved.

OLG's SV Guidelines specify that councils must contact OLG to confirm the calculation of the
amount to be deducted from the council's general income for the expiring SV.

Complete this question if the council has a temporary SV which is due to expire:

e on 30 June 2023, or
o attheend of a later year in the period the requested SV would apply.
The council must calculate the amount to be removed from general income when the SV expires

in accordance with the method explained in Attachment 1 to the SV Guidelines. It should also
seek confirmation of this calculation from OLG and attach OLG's advice to the Application Form.
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Description and Context

Provide the information as requested in the question boxes.

Does the council have an SV which is due to expire on 30 June No
2023?

Does the council have an SV which is due to expire at some time  No
during the period for which the new SV is being requested?

If Yes to either question: Click or tap here to enter

text.
a. When does the SV expire?

b. What is the percentage to be removed from the council's Click or tap here to enter
general income? text.

c. What is the dollar amount to be removed from the council's Click or tap here to enter
general income? text.

Has OLG confirmed the calculation of the amount €0 be Choose an item.

removed?

Attachments required:

e Instrument(s) approving any. SV which expiresat the end of the current financial year or
during the period covered by.the pfoposed SV.

e OLG advice confirming'€aleulatiomof the dollar amount to be removed from general income
as a result of the expiring SV.

Question 5: Does the council have an existing (ongoing) section 508A special variation
which applies in 2023-24?

Complete this question if the council has an existing section 508 A multi-year SV instrument
which approves an increase to general income above the rate peg for 2023-24 and future years
within the period covered by the council's SV application.

If the council has an ongoing section 508A SV and is seeking additional changes to general
income during the term of that existing SV, IPART will need to vary the original instrument if the
additional SV is approved, rather than issuing an additional SV instrument to apply for 2023-24 (or
later years).

The council should understand that by completing this application form and seeking a further
change to the council's revenue path, it is, in effect, applying to IPART to vary the original
instrument.

IPART will assess the application using the same criteria (see Criteria 1 to 6 in this SV Application
Guide and the SV Guidelines), as for any application for a new SV.
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Description and Context

While IPART's assessment will typically focus on the additional percentage increase sought, we
may also consider whether it is appropriate to maintain the existing component of the section
508A SV, especially in light of any circumstances which are materially different from those in
place when the original increase was approved.

OLG's SV Guidelines (Section 6) set out the list of factors which IPART may take into account
when assessing an SV application, one of which is compliance with conditions in instruments
approving previous SVs. When assessing applications for SVs in 2023-24, IPART will also take into
consideration the council’'s compliance with conditions in instruments approving SVs in the
previous five years.

The council's application should be clear about whether the information provided is in relation to
the incremental increase being sought or the total cumulative increase that would be reflected in
a varied instrument if the additional increase is approved.

Supporting documents could include extracts from annual reports or any other publications in
which compliance with the terms of the SV has been reported4o ratepayers.

Does the council have a section 508A multi-year SV instrument thatapplies No
in 2023-247?

If yes to the above question, in the text box:

e Specify the percentage increase(s) and duration‘of the SV.

e Outline the council's actions in complying with‘conditions in the instrument approving the
original SV.

o Describe any significant changes relévantto.the conditions in the instrument since it was
issued.

Not applicable

Attachments required:

e A copy of the SV instrument.

o A declaration by the General Manager as to the council's compliance with the conditions
specified in the SV instrument.

e Supporting documents providing evidence of the council's actions to comply with the
conditions in the instrument.
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Description and Context

Question 6: Has IPART approved a special variation for the council in the past five
years?

When assessing applications for SVs in 2023-24 IPART will take into consideration the council's
compliance with conditions in SV instruments approved in the previous five years. OLG's SV
Guidelines (Section 6) sets out additional factors which IPART may take into account when
assessing an SV application, one of which is compliance with conditions in instruments approving
previous SVs.

Complete this question only if IPART has approved an SV for the council in the past five years.

You do not need to complete the text box for this question if the relevant information has been
provided in the council's response to Question 5.

Supporting documents could include extracts from annual reports or any other publications in
which compliance with the terms of the SV has been reported to ratepayers.

Does the council have a section 508(2) or 508A SV which IPART has No
approved in the past five years?

If yes to the above question, in the text box, for each SV approved in the past five years, briefly:

e Specify the type of SV and the increase to general income approved.
e Outline the council's actions in complying with'conditions in the SV instrument(s).

e Describe any significant changes relevant to the conditions in the SV instrument(s) since it was
issued.

Not applicable

Attachments required:

e A copy of the relevant instrument(s) approving SVs issued by IPART in the past five years.

o A declaration by the General Manager as to the council's compliance with the conditions
specified in the SV instrument(s).

e Supporting documents providing evidence of the council's actions to comply with the
conditions in the instrument(s).
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Description and Context

Question 7: Does a project to be funded by the special variation require a capital
expenditure review?

Complete the question box if the council intends to use any of the additional general income the
council would receive if IPART approves the SV to undertake major capital project(s) which
require a capital expenditure review.

OLG's Capital Expenditure Guidelines require a capital expenditure review 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 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 IP&R requirements in the preparation of the
Community Strategic Plan and Resourcing Strategy.

Is a capital expenditure review required for a project to be funded by the No, Council does
proposed SV in accordance with OLG's Capital Expenditure Guidelines? not aim to
construct any new
capital projects
from the
determination of
the Special
Variation. However,
will match
significant
proportion to
Capital Renewal
and Maintenance
of assets
particularly in
Roads and Bridges

Infrastructure.
If Yes, has a review been done and submitted to OLG? Choose an item.
If yes, has the review been included as an attachment to this application? Choose an item.

Question 8: Does the council have deferred general income increases available to it?

Complete the question box if council has decided not to apply the full percentage increases to
general income available to it in one or more previous years under sections 506, 508(2) or 508A
of the LG Act.

Section 511 of the LG Act was amended in 2020 to allow councils to catch-up any deferred
general income increases over a period of 10 years.
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Description and Context

In assessing this criterion, IPART will take into account whether a council has a large amount of
revenue yet to be caught up over the next several years, and it should explain in its application
how that impacts on its need for the SV.

Does the council have deferred general income increases available to it No
from one or more previous years under section 511 of the LG Act?

If Yes, has the collection of this additional income been included in the Choose an item.
Council's Long Term Financial Plan (LTFP)?

In the text box explain:

a. The quantum, rationale and timing of any deferred increases ingeneral income.

Not applicable

b. When council plans to catch up on the deferred general income through the catch up
provisions and whether this been included in,the LTFP.

Not applicable

c. How does this deferred income impact on the'council's need for the SV and its cumulative
impact on ratepayers’ capacity to pay?

Not applicable
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Criterion 1 - Need for the Special Variation

Criterion 1 — Need for the Special Variation

Criterion 1 in the SV 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:

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

e 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.

The IP&R documents and the council's application should provide evidence to establish this
criterion. This could include evidence of community need/desire for service
levels/projects and limited council resourcing alternatives.

Evidence could also include the analysis of the council's,financial sustainability conducted
by Government agencies.

In assessing this criteria, IPART will also take into account whether and to what extent a
council has decided not tofapply the full percentage increases available to it in one or more
previous years under section,5110f the Local Government Act. If a council has a large
amount of revenue yetto be caught up over the next several years, it should explain in its
application how that impacts on'its\need for the special variation.

The response to this criterion should summarise the council's case for the proposed SV. 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). You should include extracts from, or references to,
the IP&R document(s) that demonstrate how the council meets this criterion.

Information and financial analysis contained in the council's IP&R documents and its application
should demonstrate the financial need for the proposed SV. IPART will undertake its own analysis
of the council's financial performance under scenarios with and without the SV, as explained in
Box 1. The council's response to criterion 1 should use the terminology included in Box 1
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Criterion 1 - Need for the Special Variation

Box 1 IPART analysis of financial need using information in the council's
application for a special variation

IPART uses information provided by the Council in its application to assess the impact
of the proposed SV on the Council's financial performance and financial position in
relation to its operating result and infrastructure spending.

Based on the Council's application and LTFP (where appropriate), we calculate
financial forecasts under three scenarios:

1. The Proposed SV Scenario - which includes the Council's proposed SV revenue
and expenditure.

2. The Baseline Scenario - which shows the impact on the Council's operating and
infrastructure assets' performance without the proposed SV revenue and
expenditure.

3. The Baseline with SV expenditure Scenario - which includes the Council's full
expenses from its proposed SV, without the additional revenue from the
proposed SV. This scenario is a guide to the Councilis financial sustainability if it
still went ahead with its full expenditure program’included in its application but
could only increase general income by the rate peg percentage.
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Criterion 1 - Need for the Special Variation

Case for special variation - How did the council establish the need for the special variation?

In the table below, please provide a short summary of what the council published in its IP&R documents that show that the council meets each
component of criterion 1. Please also provide a reference to where in the IP&R documents this evidence can be found. The answers to these questions
should explain:

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.

How the decision to seek higher revenues above the rate peg was made.
Which other options were examined, such as changing expenditure priorities©r using alternativemodes of service delivery.

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

How the proposed SV affects the LTFP forecasts for the General Fund,and.how thisrelates to the need the council identified. Our assessment will
also consider the assumptions which underpin the council's LTFP forecasts:

If the need for the expenditure is not required to meet a finahciabneed, the council should provide evidence of the community's desires for the
services or assets to be funded by the proposed SV andiits willingness to pay for them.

If the council has an ongoing SV, while the response should focus on the additional percentage increase to general income being sought, it should
also specify:

How the council has implemented the progfam of expenditure funded by the existing SV income.

Whether any circumstances relating to the financial need/for the additional revenue changed since it was approved, for example the council has
received grant funding or income from other sources for the project.

How changed circumstances have given rise to the need for an additional increase to general income.

How closely revenue and expenditure in past years matched the projections made in the council's LTFP when applying for the original, and if
relevant, the reasons for any significant differences.

Where the council proposes to increase the minimum amount of rates in conjunction with the SV, the responses to the questions should include
information about the MR increases where relevant. However, the council should explain its rationale for increasing minimum rates above the statutory
limit when completing the MR Increase Application Form Part B in relation to criterion 1: Rationale.
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Criterion 1 - Need for the Special Variation

Table 2 Criterion 1 components

Criteria

The need for, and purpose of, a different revenue
path for the council's General Fund (as requested
through the SV) is clearly articulated and identified
in the council's IP&R documents

In establishing need for the SV, the relevant IP&R
documents should canvass alternatives to the rate
rise.

In demonstrating this need councils must indicate
the financial impact in their LTFP

Evidence of meeting this criterion from the council’s IP&R documents

The leadership section of Council's Community Strategic Plan clearly set the goal of

5.1 Council is a transparent, financially-sustainable and high-performing organisation,

delivering valued services to the Community.”

It also sets the strategies:

e "51.2 Ensure Council operates in an effective and financially sustainability
manner to deliver affordable service; and

e 513 Management of Council's assets will be long-term.”

The associated measures for this are:

a. Net operating results (excluding Capital grants & contributions) in the audited

financial statements is >$0, and

b. Unrestricted current ratio >2.1

Council's Delivery Program and Operational Plan@022-2026 takes this further and
specifically notes the action to “5.1.2.5 Apply. for @ Special Rate Variation"

Councils Delivery Program and Operational Plan2022-2026 outlines three key
actions to reduce the impact of a potential.rate rise: These are:

51110 Advocate to hand back BruxnerWay and Mt Lindesay Road to State
Government;

51.2.6 Report to Coudncilidentifying efficiency savings of 10-15% across the budget,
for the 2022/23 financial year; and

5.2.1.1 Deliver independent bi-annual'Customer Satisfaction survey.

The first two actions would haveanimpact on Council's operating result, and the
survey is critical to'ebtaining an independent view of the community's opinions.

Coungil's Longterm Financial Plan clearly shows the impact of continuing as is
(seénario 1) compared to moving forward with the Special Rate Variation as proposed
in thisyapplication (scenario two). The LTFP notes that under the current model, The
projected result (before capital grants) accumulated across the 10-year period for
General Fund isa deficit of approximately $50 million and demonstrates that
Council will need to take immediate action to ensure long term financial
sustainability.

The aim of scenario two (the scenario this application is based on), is to present
Council's current financial position and demonstrate Council's long term financial
sustainability based on current service levels including an SRV to address the yearly
$5m forecast operating deficit. This scenario has been developed to deliver on the
community's vision as detailed in the new Community Strategic Plan and is integrated
with and informed by Council's Asset Management Strategy and Workforce
Management Strategy.

Initial discussions with the community have shown that they do not want to see
service levels reduced and, in some cases, want to see service levels increased. This

Reference to IP&R documents

Attachment 4, Council CSP,
Leadership section, Pagel5

Attachment 5, Council Delivery
Program and Operational Plan
2022-2026, section 5.1, p37

Attachment 5, Council Delivery
Program and Operational Plan
2022-2026,

o section5.1, p37

o section5.2, p38

Attachment 9, Council's LTFP,
pages 9-10 on scenarios
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scenario was used to drive community consultation to ensure the community fully
understand the impacts of SRV values and service level impacts.

Council's program of works for 2021/22 included $2.6m of loan funds. Council has
approved loans of $3.1 million to cover the 2022/23 program of works and Council will
have to take further loans for the 2023/24 financial year if service levels are not
reduced. Should the proposed scenario be approved, loans would only be required for
the 2022/23 and 2023/24 financial years and would provide the best outcome for
Council by decreasing the future interest payable on these loans. Any additional loan
funds borrowed or having to borrow over a longer period, would increase the interest
payable.

Council's unrestricted cash position is of high cancern, In Einancial Year 2020/21
Council had a negative unrestricted cash andiwas in breach of the Local Government
Act for using externally restricted funds without prior approvalby the Minister.
Though this was a timing issue due to reimbursement of disaster funding it does
reflect a strong concern moving forward as Coufcil has exhausted all its internal
reserve.

The current LTFP as part of the {PR @decuments have.a 7.5% SRV from the year 2025/26
onwards. This is due to the fact that Councilirecognises that even after 104.49% over two
years Council's financial sustainability willdoeviable with expected expenditure and cash
position. The application seeks to addreSs the current forecast operating deficit and as
such the application is'based,on a 2:56% increase from year three rather than the 7.5% in
Council's LTFP.

The IP&R documents and the council's application Council's Delivery. Program-and,Operational Plan 2022-2026 outlines “5.2.1.1 Deliver Attachment 5, Council Delivery
should provide evidence to establish this criterion. independent bi-annual Customer Satisfaction survey,” Program and Operational Plan
This could include evidence of community The surveysis.critical to obtaining an independent view of the community's opinions. 2022-2026, section 5.2, p38 and
need/desire for service levels/projects and limited The sufvey, which was tndertaken in September 2022 to ensure it is a valid Attachment 17, Tenterfield
council resourcing alternatives. representation for the current climate, noted a number of outcomes, including: Community Satisfaction Survey

2022

e  Council's Community
Satisfaction survey, section 3,
page 11

e  Council's Community
Satisfaction survey, section 3,
page 21

e  Council's Community
Satisfaction survey, section 3,

e " Qverall satisfaction declined from mean scores above 3.0 achieved in previous
surveys to 2.7 out of 5in 2022.

e High levels of dissatisfaction in relation to Council's local sealed and unsealed
road networks.

e  Specificquestions asked with regards to the Special Rate Variation.

page 41
Evidence could also include the analysis of the Council was previously subject to a performance improvement order. This occurred Attachment 49, A840083 - OLG -
council's financial sustainability conducted by in the early 2010's and resulted in significant service level reductions and a special Tenterfield Council Financial
Government agencies rate application in 2013/14 that was partially approved. Analysis - Review - letter, pages 1-3
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IPART will also take into account whether and to
what extent a council has decided not to apply the
full percentage increases available to it in one or
more previous years under section 511 of the Local
Government Act. If a council has a large amount of
revenue yet to be caught up over the next several
years, it should explain in its application how that
impacts on its need for the SV.

The 2013/14 SRV process also included the deferral of $47m+ worth of works.
Attachment 50, A840083 - OLG -
Council proactively contacted the OLG in 2022 during this SRV process to be as open  Tenterfield Council Financial
and transparent as possible and requested assistance in a review of Council's Analysis - Review - Report, pages 1-
financials. 9
The report from the OLG was provided on Friday 18 November 2022. A full copy of
the letter and associated report is attached to this application. The findings included:
e Council's net operating result before capital has declined since FY17 and turned
negative in FY21. This is similar to the trend of the peer councils analysed.
e There seems to be a high reliance on grant income, shown by Council's inability
to meet the Own Source Revenue KPI for the five years analysed. The majority of
other councils in the group analysed performdpoorly. on this KPI.
e Council's overall cash balance has declinedisince F¥18. Other councils analysed
have improved their overall cash balancé over the period analysed.
e  Council had a negative unrestricted eash balance in FY21, This has since been
restored in FY22.
e  Council has struggled to meet asset management KPIs. The infrastructure
backlog KPI has not been met during'the five year period.
e  Council's governance and.administration cests have increased significantly in
FY20 and FY21. OLG understands,from Coungil that this is due to a re-allocation
of income recoveries out of governanee and administration costs calculations
into transport and communicationt
e Council's averagepopulationisbelow average for the group and has
experienced the second largest population decline.
e  Unemployment is highest in the group and Council ranks lowest on the Socio-
Economiciindex Rating(SEIR);
e  Council has theisecond largest land area and second lowest population in the
group:
e  Council's fulbtime'equivalent staff (FTE) is the lowest in the group and ranks third
highest in terms of the number of people to service per staff member.
e " Councilis the third largest in the group for:
o network of roads
o roadlength per capita and
o_wroad spending as a percentage of total expenditure (32%).

Council has in recent years, fully applied the available percentage increases.
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In March 2022, IPART allowed Council to conduct an Additional Special Variation for
2022/2023 of 1.8%. However, Council on 27 April 2022 resolved not to proceed with the
additional special rate variation of 1.8% for 2022/23 financial year (Resolution 81/22) allowed
under IPART, considering that the community engagement had commenced through the
IPR Process and flagged the need for the SRV for FY2023/2024 onwards. This decision was

also based on a cost benefit approach undertaken by Council staff.

Note: Reference to IP&R documents should include Application attachment number, document Name, section reference, page refefence. For example: Attachment 3, Council LTFP, section 3.2, pp 20-25.

Financial sustainability of the council - What will be the impaet of theproposed special variation?

The proposed SV may be intended to improve the council's underlying financial positioh 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:

In the table, the council's response should explain:

e The council's understanding of its current state of financialésustainability, its long-term projections based on alternative scenarios and assumptions
about revenue and expenditure.

e Any external assessment of the council's financial sustainability (e.g. by-auditors, NSW Treasury Corporation), indicating how such assessments of
the council's financial sustainability are relevant.té supportingithe decision to apply for an SV.

e The council's view of the impact of the propesed SV on its financial sustainability.

Table 3 Council's financial sustainability

Item Description Reference to IP&R documents
TS summary

underlying Council’s current understanding of its financial position and outlined as part of the 2022/23 IP&R Operational Attachment 9, Long term Financial
ggiﬂgil forthe  Plan LTFP and Budget process is that Council’s General Fund baseline scenario generated ongoing operating Elaag;]é iurrent Financial Position,
general fund deficits before capital grants for all 10 years, with an estimated accumulated operating deficit of $50 million

and demonstrates that Council will need to take immediate action to ensure long term financial sustainability.
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Council's Long Term Financial Plan outlines that the audited Financial Statements at the 30" June 2021 showed
cash and investments of $13.383 million, being made up of Externally Restricted cash reserves (such as Water,
Sewer, Domestic Waste, Developer Contributions and unexpended grants) totalling $14.6 million, and Unrestricted
cash reserves of negative $1.2 million. The cause of this negative unrestricted cash position was due to timing
issues between grant and disaster recovery works being paid for by Council and being reimbursed by the State
Government. However, it does show Council's lack of reserves is having a serious impact of Councils ability to
operate sustainably.

Assumptions informing the SRV scenario for the General Fund were developeddwith the primary goal of achieving
a balanced operating result in the long-term based on current service levels,and aim to maintain sufficient cash to
manage its debtors and maintain its debt within acceptable limits.

Council's 2021/22 program of works included loans of $2.6m. For the 2022/28 Council has approved loans of $3.1
million to cover its program of works and will have to take further loans for the 2023/24 FY if service levels are not
reduced. Any additional loan funds borrowed or having to bofrowsever a longenperiod, would increase the interest
payable.

Forthe 2022/23 IP&R process the following three seénarios were developed in the LFTP for Council consideration
and community engagement:

e abaseline scenario (scenario one)

e a SRV scenario implemented over two years to address the operating deficit (scenario two),

e a SRV scenario implemented overthree years to'address the operating deficit (scenario three),

Option One would see a continuation of Council's current position and most likely result in an unsustainable
financial position.

Options two and three would see Council address the operating loss and move to a balanced position over ten
years. They would not address any backlog of works. Option two provides a better solution as it reduces the
borrowing costs associated with option three.

DETAIL

Special Variation Application Form Part B Page | 25



Criterion 1 - Need for the Special Variation

No Council wants to place additional financial burden on its residents and ratepayers and the Tenterfield Shire
Council is no different, however, Council also has a responsibility to manage its assets and financial position
appropriately.

In considering making an application for a Special Rate Variation (SRV), Council has reviewed its recent actual
operating results, the current year forecasted operating loss, the revised forecasted operating losses into the future
and Council's cash position.

Council's Long Term Financial Plan outlines that the audited Financial Statements at the 30" June 2021 showed
cash and investments of $13.383 million, being made up of Externally Restricted cash reserves (such as Water,
Sewer, Domestic Waste, Developer Contributions and unexpended grants)totalling $14.6 million, and Unrestricted
cash reserves of negative $1.2 million. The cause of this negative unréstricted cash position was due to timing
issues between grant and disaster recovery works being paid for by:Counciliand being reimbursed by the State
Government. However, it does show Council's lack of reserves is havinga serious impact of Councils ability to
operate sustainably.

Council, as part of the 2022/23 IP&R Operational Plan, LTFP and Budget process identified that Council's General
Fund baseline scenario generated ongoing operating deficits'before capital grants for all 10 years, with an
estimated accumulated operating deficit of $50 million and demonstrates that Council will need to take

. . . . 4 i - Attachment 9, Long term Financial
immediate action to ensure long term financial sustainability. Plan, Current Financial Position,

Page 4
For the 2022/23 IP&R process the followingthree scenarios were developed in the LFTP for Council consideration

and community engagement:

e abaseline scenario (scenario one)

e a SRV scenario implemented overtwo years to address the operating deficit (scenario two),

e a SRV scenario implemented over three,years to address the operating deficit (scenario three),

Assumptions informing the SRV scenario for the General Fund were developed with the primary goal of achieving
a balanced operating result in the long-term based on current service levels and aim to maintain sufficient cash to
manage its debtors and maintain its debt within acceptable limits

Council's LTFP considered three scenarios.
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Scenario One in the LTFP presents Council's current financial position and demonstrates Council's long term
financial sustainability based on current service levels. This scenario has been developed to deliver on the
community's vision as detailed in the new Community Strategic Plan and is integrated with and informed by

Council's Asset Management Strategy and Workforce Management Strategy. Attachment 9, Long term Financial
Plan, Scenarios, Page 9

The projected result (before capital grants) accumulated across the 10-year period for General Fund is a deficit
of approximately $50 million and demonstrates that Council will need to take immediate action to ensure long
term financial sustainability.

Scenario Two outlines the current model plus the SRV implemented over twafyears: The aim of this financial plan
scenario is to present Council's current financial position and demonstrate Council's long term financial
sustainability based on current service levels including an SRV to address the yearly $5m forecast operating deficit.
This scenario has been developed to deliver on the community's vision as detailed in the new Community Strategic ~ Attachment 9, Long term Financial
Plan and is integrated with and informed by Council's Asset Management Strategy and Workforce Management Plan. Scenarios, Page 9

Strategy.

Initial discussions with the community have shown that they do not‘want to,see service levels reduced and, in
some cases, want to see service levels increased, FhiSiscenario‘was used to drive community consultation to
ensure the community fully understand the impacts of SRV values and service level impacts.

For the 2022/23 Council has approved loans of $3.Lmillion te cover the program of works and will have to take
further loans for the 2023/24 FY if serviee'levels are hot reduced. Should this scenario be approved, loans would
only be required for the 2022/23 and 2023 /24 financial years and would provide the best outcome for Council by
decreasing the future interest payable on these loans. Any additional loan funds borrowed or having to borrow
over a longer period, would increase theiinterest payable.

The projected result (before capital grants) accumulated across the 10-year period for General Fund is
essentially a balanced budget.

It is very important to note that this scenario does not allow for any capacity to deal with any asset backlog or
future cost shifting, it purely addresses the current forecast operating deficit.

Scenario Three outlines the current model plus the SRV implemented over three years.
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The basis of scenario three is similar to scenario two implemented over a longer period. Should this scenario be
approved, loans would be required for the 2022/23, 2023/24 and 2024 /25 financial years. Whilst this would lead
to higher costs of borrowing compared to scenario 2, it does provide for smaller increases for the community over
three years which allows the community longer to prepare for the impacts of these increases.

Given the difficult times in recent years through droughts, floods, and the impacts of COVID-19, it is likely that this
is the scenario the community will be most receptive to.

The projected result (before capital grants) accumulated across the 10-year period for General Fund is
essentially a balanced budget but achieved over a longer period of time dug to the additional borrowing costs
compared to scenario two.

Itis very important to note that this scenario does not allow for any capacity to deat with any asset backlog or future
cost shifting, it purely addresses the current forecast operating deficit.

It is Council's view, that the impact of the proposed SRV, if approved, would:

1. improve Council's financial sustainability by addressing the current and significant operating deficit in the
general fund (address the key measures for the®CSP'is to achieve a “Net operating results (excluding Capital
grants & contributions” >$0) and Unrestricted current ratio >2.1, and

2. create a platform that will lead to Council's long term financial sustainability that will:
a. enable maintenance relatedto general fund activities to be completed as required by Council's
asset management plans,
b. provide capacity to respend to the demands from the community for improved maintenance,
c. reduce a heavy reliance upon grant funding for asset renewals, and
d. provide capacity to manage theimpacts of new assets generated from grant funded assets and
natural disasters.

And / Or

Fund specific

prograc;nts of This additional income will be spent on the maintenance of Council assets. Based on the current information at
expenditure

hand the distribution of this additional income will be as follows;
e 75% of additional income - Roads, Transport, Stormwater and Drainage.

Attachment 9, Long term Financial
Plan, Scenarios, Page 10

Attachment 4, Council CSP,
Leadership section, Pagel5

Attachment 5, Council Delivery
Program and Operational Plan
2022-2026, section 51.2.4, p37

Attachment 32. Council Business
Paper 26 October 2022, Page 12 of
16.
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e 15% of additional income - Buildings Renewal and Maintenance

e 10% of additional income - Other assets (e.g. swimming pool, parks and open spaces)

Other Iplease
overwrite cell to
add other item]

Note: Reference to IP&R documents should include Application attachment number, document Name, section reference, page reference. For example: Attachment 3, Council LTFP, section 3.2, pp 20-25.

Financial indicators - What will be the impact of the proposed specialvariation on key financial indicators

over the 10-year planning period?

In the text box please give a brief explanation on how the proposed SV weould affectithe council's key financial indicators (for the general fund, over the

10-year planning period):

Scenario One

Scenario Two

Ratio 2021-22 | (base) 2031/32 2031/32
Operating performance ratio 10.9% -13.92% 22.71%
excluding capital items

Own source revenue ratio 25.8% 57.59% 71.08%
Building and asset renewal ratio 162.2% 75.32% 75.32%
Infrastructure backlog ratio 4.4% 10.11% 10.11%
Asset maintenance ratio 100% 42.87% 42.87%
Debt service ratio 12.26% 39 12.56
Unrestricted current ratio 195 -0.57 435
Rates and annual charges ratio 17.66% 47.87% 64.46%

The below table shows the impact of the special variation onthe key financial indicators between the 22/23 and 2031/32 financial years:
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The operating performance ratio improves significantly as a result of the SRV and transforms this ratio from a negative to a positive that will place
Council in a strong position for the future. The additional funds allocated to much-needed asset renewal, particularly roads, buildings and property,

Council's own source revenue (General Fund) improves dramatically from this year's value of 25.8% and from the 31/32 forecast value of 57.59% to a
new forecast value of 71.08%

This SRV would also lead to improved forecast for Council's debt service ratios, unrestricted current ratio and the Rates and annual charges ratio

It needs to be clearly noted that these General Fund values include Council's waste and.stormwater services.

In Table 5 please provide the councils key financial indicators.

Table 5 Council financial indicators

Ratio 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30
Oplerating performance 10.9% -13.72% -8.70% 3.06% 6.82% 10.16% 12.50% 14.34% 17.51%
re6:<t<|:?uding capital items

Own source revenue ratio 25.8% 5112% 56.70% 62:48% 63.84% 65.11% 66.33% 67.56% 68.75%
Building and asset renewal 162.2% 104.66% 107.69% 96.37% 90.41% 82.50% 86.11% 96.23% 86.17%
ratio

Infrastructure backlog ratio 4.4% 6.77% 7.10% 7.45% 7.82% 8.22% 8.65% 8.85% 9.31%
Asset maintenance ratio 100% 39:47% 41.09% 42.78% 46.11% 49.01% 4557% 41.71% 3857%
Debt service ratio 12.26% 6.83% ©.65% 571% 4.87 % 4.66% 4.46% 4.26% 4.07%
Unrestricted current ratio 1.95 1.8 1.29 1.35 158 227 225 247 278
Rates and annual charges 17.66% 41.42% 47.90% 54.72% 56.23% 57.66% 59.05% 60.45% 61.79%
ratio
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Criterion 2 - Community awareness and engagement

Criterion 2 in the SV 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. In particular, councils need to communicate the
full cumulative increase of the proposed special variation in percentage terms, and the
total increase in dollar terms for the average ratepayer, by rating category. Council should
include an overview of its ongoing efficiency measures and briefly discuss its progress
against these measures, in its explanation of the need for the proposed SV. 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.

To complete the questions for criterion 2 provide relevant extracts of the IP&R documents that
set out the rate rises under the proposed SV and attach relevant samples of the council's
consultation material.

The response should provide details and examplesito demonstrate the clarity of information
presented in the consultation materials, including information about:

e The need for the proposed SV,

e Specific programs or projeats, levelsiand.types of services, investment in assets and the
options for funding them by rate,increases.

e The proposed cumulative rate increases including the rate peg for each major rating category
(in both percentage and dollar terms), particularly where the increase is to be applied
differentially across ratepayer categories (i.e. rates will not increase uniformly by the SV
percentage).

e The annual increase in average rates that will result if the proposed SV is approved in full (and
not just the increase in daily or weekly terms).

e The size and impact on rates where an existing SV will continue, expire, be renewed or
replaced at the end of the current financial year or during the period when the requested SV
will apply.

o The rate levels that would apply without the proposed SV (clearly showing the impact of any
expiring SV).

e Outlining evidence of residents and ratepayers being aware of the proposed SV.

e Outcomes could include the number of people reached by mail outs, the number of
attendees at events and participants in online forums, the number of submissions made,

surveys or feedback forms completed, as well as evidence of media reports and other
indicators of public awareness of the council's SV intentions.

e Explaining how the community responded and the feedback the council received about its
proposal.
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The response should indicate how participants responded to any 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 SV, the application should set out the
views expressed in those submissions.

Although this criterion does not require the council to demonstrate community support for the
proposed SV, it is required to consider the results of the community consultation in preparing the
application. The response should identify and document any action taken, or which will be taken,
to address issues of common concern within the community about the proposed SV.

Some councils will need to provide additional information in their response to demonstrate how
consultation material explained to the community details about the proposed SV and its impact
on rates to reflect the specific circumstances of their application, for example:

o Ifthe council is renewing or replacing an expiring SV, information was provided about the
purpose, and duration of the expiring SV, the original and clrrent percentage of general
income the SV represents, whether the new SV is temparary or permanent, the amount of
any additional increase above the rate peg being reguested, and that if the proposed SV is
not approved (i.e. only the rate peg applies), the year-on-year change in rates would be lower,
or that rates may fall

o If the council has an existing (ongoing) section 508A SV and is applying for an additional SV,
how the consultation material explained details,about the.existing SV, its size and duration,
and the impact on rate levels when it does expire, as well as the impact on rate levels and
annual increases with and withoutsthe additional SV.

e If the council proposes to increase minimum rates, the increase to minimum amounts, and
any change to the proportion ef ratepayers,on the minimum rate for all relevant rating
categories which would occurasf@aresult of the SV.

e Where the councilintends to make any changes to the rating structure in 2023-24 in
conjunction withdthe proposed SV, such as changes to subcategories and adjusting ad
valorem rates followihg new land valuations, the need for or purpose of the change and its
impact was explained tothe. community.
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How did the council engage with the community about the proposed special variation?

In the table below please provide evidence as to how the councils community engagement met criterion 2.

Table 4 Evidence of council's community engagement meeting criterion 2

Criteria

Evidence that the community is aware of the need
for and extent of a rate rise.

Evidence of meeting this criterion

Council recognises the significance of the increase this application seeks. Due to the
significance of this increase Council's community/€onsultation has been undertaken during
two formal processes, the first in April 2022 and the second in September and October
2022.

The current Council was elected in Decembern2021 and inducted in mid - January 2022 and
initially conducted a community consultation process as part of the Community Strategic Plan
in late January 2022, to understand community needs and expectations of Council. Due to the
compelling nature of Council's financial position, areport was put to an extraordinary meeting

of Council on 7 February2022. The printed recommendation of this paper was:

OFFICER'S RECOMMENDATION:

That Council:

(1) Receive the report on Application for Special Rate Variation 2022/23 and 2023/24.

(2) Proceed with a permanent Special Rate Variation application for the purpose of
maintaining existing services, enhancing financial sustainability, and funding
infrastructure maintenance and renewal.

(3) Make an application to the Independent Pricing and Regulatory Tribunal (IPART) under
section 508A of the Local Government Act 1993 for increases to the ordinary rate income
of 34% in 2022723 (including the rate peg) and 34% in 2023724 (including the rate peg),
representing a total cumulative increase of 79.56% over the two-year period, to be a
permanent increase retained within the rate base.

(4) Note the additional community consultation to be undertaken in February 2022
outlined in the body of the report and request the Chief Executive respond to the

submissions made.

Reference to application
supporting documents

Attachment 25, Council Business
Papers, extraordinary meeting 7
February 2022
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(5) The Chief Executive present a further report to Council prior to the 7th March 2022 that
will include:
a. A report on the additional community consultation,
b. A copy of the final submission to IPART consisting of application form Part A
Special Variation and application form Part B Special Variation,
c. Clearly demonstrate any changes from the initial submission
(6) Authorise the Chief Executive to undertake any necéssary minor administrative or
editorial changes to the submission to IPART, and
(7) Consider the implementation of the Special Rate Variation (if successful) during the
deliberations of Council's Community Strategic Plan, Delivery Program, Operational Plan

and budget commencing for the 2022/23 financial year.

With the new Council and noting the new Councildad not had the opportunity to undertake

further community consultation, Council resolved at that meeting:

THAT COUNCIL:

1. Receive the report on Application for Spéecial Rate Variation 2022/23 and 2023/ 24. Attachment 26, Minutes of the

Council Business Papers,

2. Determine not to proceed\with a'permanent Special Rate Variation application for the extraordinary meeting 7 February
2022/23 financial year for the purpose of maintaining existing services, enhancing financial 2022, page 3
sustainability, and fundinginfrastructure maintenance and renewal.

3. Request the Chief Executive Officer advise IPART of Councils decision not to proceed with
a permdnent Special Rate Variation application for the 2022/23 financial year,

4. Request the Chief Executive Officer bring back a report outlining the process to consider
an SRV .application for the 2023/24 financial year detailing further options and an
operational efficiency review, and

5. Acknowledge that without an SRV in the 2022/23 financial year, service levels to the

community will be impacted until the budget deficits are resolved.

Following this meeting, a second round of community consultation was held in April 2022
across the Shire, with attendance at these events higher than at previous consultations due to
the inclusion of the Special Rate Variation scenario in the LTFP to address community

expectations.
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Criterion 2 - Community awareness and engagement

Council resolved on 27 July 2022 to commence community engagement to support an
application to IPART for a proposed Special Rate Variation comprising of a permanent
increase of 43% (including rate peg) in 2023/24 and 43% (including rate peg) in 2024/25,
representing a cumulative increase of 104.49% using the current rating structure to
determine yield. The report from the 27 July meeting outlines:
e  The background, including the two SRV scenarios considered and outlined in
Councils LTFP

e  The reasons for the need and a number of thefinancial burdens facing Council

Attachment 39, Council business
Paper 27 July 2022, page 201

e  The options Council has to address the sitdation,

. How much Council needs to address the average forecast operating deficit over
the next ten years, where the money would be spent,

e  Tabular information showing the'impacts 10 ratepayers, broken down by rating
categories for base scenario and scenario two outlined in Council's LTFP.

Attachment 39, Council business

Paper 27 July 2022, page 208-210
Community consultations and informationisessions were held in September and October

2022 where Council requested community feedback and provided face-to-face meetings
with executive staff to go through concerns and/or comments regarding the Special Rate

Variation.

Additionally, several €ouncillor Workshops have been held between January 2022 and
September2022 discussing community feedback and the impact of Special Rate Variation

on Codncil's finaneiak sustainability and the impact on the community.

The engagement focused on Council's current financial position, the operating deficits that

need to be addressed, where the money would be spent and the impact it would have on

ratepayers.

Attachment 45, YLN Special Edition
A special edition newsletter with FAQ's was sent to over 4,000 households. The newsletter - proposed rate rise, 29 August
was titled “Special Edition - Proposed Rate Rise". The newsletter included: 2022, pages 1-4

e A mayoral message
\Where to find more information
An image of the components on a rates notice impacted by the rise
Notice of public information session
Frequently asked questions including:
o Why councilis concerned about its financial position
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Criterion 2 - Community awareness and engagement

The Delivery Program and LTFP should clearly set
out the extent of the General Fund rate rise under
the SV, for the average ratepayer, by rating
category.

The council 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.

What has Council done so far to save money
What does it mean to reduce services
What is a rate cap and rate peg
What is a Special Rate Variation
How do our rates compare with other Councils
Have other Councils applied for a rate variation
How did Council work out what the proposed rate increase should be
Why are costs so high
What will happen to our rates
What will the increased rate income be used for
How can | trust my rates are going to wheregou said they would
| do not pay rates but live in Tenterfield Shire - will this affect me
What happens when the rate variationfinishes
Why can't we just get more grant furiding
o  Why are we hearing about this now
e  The proposed rating structure with a SRV43% x 2 years including weekly increase data

O O O OO OO0 O0OO0OO0OO0OO0OO0O O0

Council's Delivery program and revenue po
LTFP scenario one outlines the impact for the
approved.
The impact of the rise to ratepaye
category was provided in the Cou
community consultation processes
October 2022.

e the current rating structure. Council's
ional income if the SRV was to be

ayers broken down by rating
y 2022 and was used in the
pril 2022 and across September and

etter with FAQ's was sent to over 4,000 households. The newsletter
on - Proposed Rate Rise”. The newsletter clearly outlined the impact

Council communicated this value in multiple ways, most recently in the 26 October 2022

Council report where it was outlined in the body of the report that:

e  average residential rates will increase by $5 per week over what they would under
normal rate increase in 2023/2024. There will be a further average rise of $8 per week
in 2024/2025 compared to the normal rate increase.

e  Farmland rates are estimated to increase by an average of $12 in the first SRV year, and
a further $18 per week in the second year.

Attachment 9, Council Long Term
Financial Plan, Page 29/36

Attachment 39, Council business
Paper 27 July 2022, page 208-210

Attachment 22, April Community
Consultation presentation, pages
11-12

Attachment 46, PowerPoint
Community Information Session
Questions, page 2

Attachment 45, YLN Special Edition
- proposed rate rise, 29 August
2022, pages 1-3

Attachment 32, Council business
paper 26 October 2022, page 12

Attachment 39, 27 July Council
meeting attachment 1, page paper
27 October 2022, pages 1-3

Attachment 39, Council business
paper 26 October 2022, page 1,2
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Criterion 2 - Community awareness and engagement

The council's community engagement strategy for
the SV must demonstrate an appropriate variety of
engagement methods to ensure community
awareness and input occur.

e  Business rates are estimated to increase by an average of $7 per week in the first SRV
year, with the second year expected to see a further average increase of further $10 per
week.

Attachment 1 to the Council meeting held 27 July 2022 and the Council business paper from

26 October 2022 also provide this information in tabular information showing the impacts to

ratepayers, broken down by rating categories for base scenario and scenario one outlined in

Council's LTFP

A special edition newsletter with FAQ's was sentito'over 4,000 households. The newsletter
was titled “Special Edition - Proposed Rate Rise” The newsletter clearly outlined the impact
by rate category

Proposed Rating Structure SRV 43% x 2 years with weekly increase data

Tady
\ Average
Awr% increase Total
verage), |increase  |weekly from average Cumulative

9% Yield per|Rates per ‘“"- ly from |2023/2024 |increase of |increase weekly

Category |Assessment Zﬂhsto to Rates over |2023/2024 &
Rate Category ‘MZUZS 2;.@{_2023 202372024 (2024/2025 |the 2 years [2024/2025
Residential Tenterfield 21.91%| $ | 664.75 | $ 541 5 784 | $ 689.38 | $ 13.26
Residential Tenterfield {Urban) 0.23%| $ 1,388.48 | S 11.38 [$  16.39 | S 144405 (S 27.77
Residential Other < 17.98% 5 599.52 | $ 4.88 | $ 7.08 | $ 622,36 | § 11.87
Residential Urbenville 1.62% 603.57 | $ 493 | S 7.30 | $ 625.47 | § 12.03
Residential Jennings 1.31%| $ 597.51 | $ 4.93 | S 705 |5 62310 |$% 11.98
Residential Drake | 0.99%| § 598.28 | $ 4.82 | 5 7.02 (3% 61570 | $ 11.84
Farmland General 48.89%| $ 1,616.40 | § 1333 | § 19.04 | 5 168368 S 32.38
Business Tenterfield 6.21%| $ 1,556.65 | $ 12.71 | $ 18.38 | 5 1,616.90 | § 31.09
BusinessOther 0.37%| $ 1,131.02 | § 930|$ 1337 |% 117887 |% 22.67
Business Urbenville 0.16%| $ 564.58 | § 459 |5 668 | S 58580 (S 11.27
Business]ieniiﬁlgs 0.02%| 3 580.38 | $ 4725 6.86 | S 602.32 | $ 11.58
Business Drake 0.09%| $ 555.40 | $ 451 |5 6575 576.21|S 11.08
Mining 0.21%| $ 1,018.20 | $ 8345 1202($ 1,05830|% 20.35

Council used an extensive range of methods to ensure the community were able to
communicate with council.

Council's program to ensure that the consultation process was open, transparent, and
effective included:

1. Face-to-face community engagement sessions In April 2022

2. Face-to-face community engagement sessions In September and October 2022
3. Media releases and Media

Attachment 22, April Community
Consultation presentation, pages
11-12

Attachment 45, YLN Special Edition
- proposed rate rise, 29 August
2022, pages 1-4

Attachment 18, Community
engagement report - Final
presented to Council 26 October
2022, entire document with
overview of pages 1-5
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Criterion 2 - Community awareness and engagement

4. Dedicated space on Council's website https://www.tenterfield. nsw.gov.au/tenterfield-
shire-council-proposed-rate-rise-information

The website includes:

0N OO

There was extensive response to {l
sensitive nature of thediscussion.

Explain the action, if any, the council took in
response to feedback from the community

Note: Reference to application supporting documents should include Application attachment number, document Name, section reference, page reference. For example: Attachment 7, Community mailout leaflet,

section 1, pp 1-3.

Response to questions raised
Acceptance of submissions

e  Details of the application

e  Frequently Asked Questions

e An online calculator to allow ratepayers to calculate the proposed rate rise -
https:.//www.tenterfield.nsw.gov.au/calculate-your-proposed-rate-rise

e Explanation by the Mayor of Councils current financial position -
https://www.tenterfield.nsw.gov.au/mayoral-message-councils-loans-cash-
and-investments

e  Atimeline for the process -
https://www.tenterfield.nsw.gov.au/coftent/uploads/2022/08/SRV-
Timeline-for-\Website-1.png

e  Rates comparison table -
https:.//www.tenterfield.nsw.gov.au/content/uploads/2022/08/Rate-Rise-
Website-Tiles-1.png

e Invitation to attend community. forum
- https.//www.tenterfield nsw.gev@u/ content/uploads/2022/08/Leaflet.pdf

507 to the rates calculator

189 views of the mayoral videos

2,859 views of the SRV posts on Facebook

Information and FAQ's distributed to 4,000 households throughout the shire
17 Appointments with the Mayor, Councillors and/or senior staff

300 people surveyed via the customer satisfaction survey

Council has listened to the feedback provided and is actively seeking to address concerns
and lessen the potential impact on ratepayers

Special Variation Application Form Part B
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Criterion 2 - Community awareness and engagement

In the text box below, provide any other details about the councils: consultation strategy, timing or materials that are not captured in Table 4.

In the text box below, please provide any other details about the community's involvement in, engagement with or support of the proposed SV not
captured in Table 4.

As was outlined in the “September Community Engagement Report - Final" presented to Council atits ordinary meeting on 26 October 2022, it is also worthy of
mention that an organised group of residents and ratepayers incorporated under the name Our Shire Our Council Initiative (OSOCI). Since formation this group led a
number of community meetings with ratepayers, were outspoken on social media such as Facebook'and also participated with the local radio station to gather
momentum to dismiss the rate rise and doubt Council's credibility towards financial management transparency.

OSOCI delivered systematic and targeted statistics seeking to support their view, without context.and not evidenced based in many cases, via public forums, radio
and newspaper interviews and their own social media platforms.

This prolonged and sustained campaign forced Council to spend much of its focus on countering this narrative which diluted and distracted the broader issues under
discussion. On the other hand, Council does acknowledge the sentiments associated with a ratewrise of this value and this leading towards a unification of ratepayers
across the Local Government Area with the help of the OSOCI group.

Their website and Facebook pages can be seen at the below addresses:
https.//www.facebook.com/0OSOCITenterfield/
http://osoci.org/

While Council resources were impacted by the effort taken to address the issues raised by this group (and noting all residents are well within their rights to raise any
issues they believe need to be addressed), the level of engagement created by group also added to the breadth of the community who were involved in the
discussions and the engagement process. This occurred through the advertising, meetings and messaging released by the group.

In Table 5 please list out any other attachments that the council has relied on to respond to criterion 2 not otherwise detailed in Table 4.

Table 5 Other criterion 2 attachments

Page

Attachment number Name of document references?®

17 Tenterfield Shire Council Customer Services Satisfaction 2022 Page 11 - overall satisfaction levels
Page 21 - satisfaction regarding roads and
transport
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Criterion 2 - Community awareness and engagement

Page 41 - Responses to Special Rates Variation

46 PowerPoint Community Information Session Questions Entire document
19 Redacted April - May Community Engagement Entire document
20 Community-Strategic-Plan-Community-Engagement-Report-March-2022 Entire document
21 Redacted August - September Community Information Sessions Entire document
22 TSC-Community-Strategic-Plan-Financial-Sustainability-Presentation-to- Pages 11-12

Community-Consultation-Sessions-April-2022

23 Community Consultation 3rd Round - Confidential IPA| Entire document

85 26 October 2022 TSC-Proposed-Special-Rate-Vari
Information-Sessions-1-August-to-30-September- ents-1-22

Entire document

a. If document is only relevant in part.
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Criterion 3 - Impact on ratepayers

Criterion 3 — Impact on ratepayers

Criterion 3 in the SV 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:

e clearly show the impact of any rate rises upon the community

e demonstrate the council's consideration of the community's capacity and willingness to
pay rates, and

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

In assessing the impact, IPART may also consider:

e Socio-Economic Indexes for Areas (SEIFA) datafor the council area; and

o Whether and to what extent a council has decided notto apply the full percentage
increases available to it in one or more previousyears under section 511 of the Local
Government Act.

This Application Form asks four questions for criterion 3..Couincils should provide evidence to

demonstrate;

1. the impact on rates of the proposed SV, including the impact on minimum amounts of any
ordinary or special rate

2. how the council consideredithat the proposed rate rises were affordable, having regard to
ratepayers’ capacity and willingnessito pay

3. how the council addressed concerns about affordability in determining the special variation
is applied for, and

4. the council's plans for addressing hardship ratepayers may experience in meeting their

obligations to pay rates in the future.

As well as considering the evidence provided by the council to demonstrate that the proposed
rate increase is affordable for its community, IPART will undertake its own analysis of affordability
by considering a range of data, including:

the average growth in the council's rates in recent years, including previous SV increases

how the council's average rates, current and under the proposed SV, compare with those in
similar councils, and

socio-economic indicators such as median household income, average rates to income ratio,
outstanding rates ratio and SEIFA ranking.

The council's response to criterion 3 should also indicate how the required information is
reflected in the Delivery Program and Long Term Financial Plan.
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Criterion 3 - Impact on ratepayers

Is the impact on rates of the proposed special variation reasonable?

Although much of the quantitative information we need on the impact of the proposed SV on rate
levels will already be contained in \Worksheets 5a and 5b of SV Application Form Part A, the
response to this question should clearly set out:

e the impact on rates across the council's rating structure should the SV be approved,
compared with

o the rate levels which would apply if the SV is not approved.

This information should be provided in a table indicating average rates in 2023-24, and then both
the dollar and percentage increase for each rating category and subcategory for each year of the
proposed SV, and the cumulative increases for the whole period.

A simple table is sufficient where the council intends to apply the proposed SV percentage
increase in general income to all rating categories and subcategories.

The approach is likely to be more complex where the councilis applying an increase differentially
across ratepayer categories or making any changes to thé rating structure in 2023-24. In this
case, the council's response should explain the basis for allocating the increase to general
income among the ratepayers and how the rating structureavould be different from that which
would apply if the SV is not approved, and why. This information will be relevant to our
assessment of the reasonableness of the impact,on ratepayers.

If relevant, the council's response should also indicate thelimpact of any other anticipated
changes (e.g. receipt of new valuations)in,the rating structure, or any changes to other annual
ratepayer charges such as for domestic waste management services. Please provide the councils
response in the text box below:

Council intends to apply the proposed SRV percentage equally across all rating categories and
subcategories.

The below tables show:
e Table 1 Ordinary Rating Stracture 2023-2024 - 4.2% RATE PEG

e Table 2: SRV Ordinary Rating Structure 2023-2024 - 43.0% INCREASE INCLUDING RATE
PEG

e Table 3: SRV Ordinary Rating Structure 2024-2025 - 43.0% INCREASE INCLUDING RATE
PEG

Additional information for reference include:
e Table one data is based on valuations as of 30 June 2022

e Tables two and three are based on valuations as of 4 September 2022

Excel versions can be seen in the attachments to the submissions titled
e 40. Rating Structure Model 43% 2023-2025 as at 30062022 Valuations
e 41 Rating Structure Model 4.27% 2023-2024 as at 04092022 Valuations
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Criterion 3 - Impact on ratepayers

These spreadsheets show how the 2021/22 year was used as a base and updated for change
in valuations as the information became known. At the time of the implementation of any
SRV percent provided by IPART, Council will be using 1 July 2022 as the base rate which
will come into effect on 1 July 2023 valuations of land as deemed by the Valuer General.

Ordinary Rating Structure 2023-2024 - 4.2% RATE PEG

TENTERFIELD SHIRE COUNCIL
Ordinary Rating Structure 2023-2024 - 4.2% RATE PEG

catch-up/over _§ _ (11,950.02

2023-2024

$4.840,182.90 x 43.0% =

43% _$ 6,921,461.55

$6,921,461.55

SRV Ordinary Rating Structure 2024-2025 - 43.0% INCREASE INCLUDING RATE PEG

TENTERFIELD SHIRE COUNCIL
SRV Ordinary Rating Structure 2024-2025 - 43.0% INCREASE INCLUDING RATE PEG

Average
Total No Land Total Ad Valorem Total Rates Actual Average
Per':::':::d"' Per % of income. Average | increase
Total Rate |Assessmen | from the base Increase | weekly
Rate of Assess. Value Value Base Rate  [Base Amount|  Dollar Rate Ad Valorem Levy % Yield per
Code Rate Category Category | 2022/2023 | 2023/2024
1[Residential Tenterfield 1602 89,998,380 9.38% $342.00] $547,884.00 $0.00622758] § 560.472.28 | $1.108,356.28 | §  691.86 49.43% 21.98%|$  2741|$ 052
4|Residential Tenterfield (Urban) 8| 1715000.00 0.18% $342.00 $2,736.00 $0.00512976/ $ 879754 | $§ 11,533.54 | § 1.441.69 23.72% 0.23%| $ 5321[$ 1.02
5|Residential Other 1479| 142529833.00) 14.86% $161.00| $238,119.00 $0.00476902| $ 679,727.85 | § 917,846.85 | §  620.59 25.94%| 18.20%| $ 2107|8041
6[Residential Urbenville 130 5152200.00 054% $39,650.00 $0.00811915| § 4183146 |$ 8148146 |$ 62678 48.66% 162%|$  2321|$ 045
7|Residential Jennings 105 3874200.00 040% $32,025.00 $0.00860598| §  33.341.28 | § 6536628 [§  622.54 48.99% 130%| 8 2503|s o048
8|Residential Drake 81 2452680.00) 0.26% $305.00] _ $24,705.00 $0.01046015| § 2565541 [ $ 5036041 (%  621.73 49.06% 100%|$  2345|S 045
9|Farmland General 1467 698510770.00| 72.84% $441.00] $646,947.00 $0.00258729| $1,807,252.03 | $2,454,199.03 | § 1,672.94 26.36% 48.66%| $ 5653 [$  1.09
10|Business Tenterfield 10835610.00 1.13% $113,280.00 $0.01820562| § 197,269.02 | § 310549.02 | § 1.617.44 36.48%) 6.16%| § 60808 117
11|Business Other 2695070.00 0.28% $0.00519503| §  14,000.98 | $ 18.784.98 | § 1.174.06 25.47% 0.37%] § 43045 083
12[Business Urbenville 14 563400.00 0.06% s $ 820603[$ 58614 47.77% 016%|$  2157[s 041
13|Business Jennings 2 124200.00| 0.01% S 64436 [$ 120436 [$ 60218 46.50% 0.02%| $ 2179|$ 042
14[Business Drake' 8 272000.00 0.03% $280.00]  $2,240.00 $0.00872662| § 237364 |$ 461364 [$ 57671 48.55%) 009%[$  2131[8 041
15[Mining 10] 279640.00 0.03% $477.00]  $4,770.00 $0.02081687| $  5,821.23 | $.4 10,591.23 [ $§ 1,059.12 45.04% 0.21%] $ 40938 079
TOTALS 5114) 959,002,983 100%| [s1.661.620.00 ['53.381,473.10 [ $5,043.003.10 100.00%
Permissable income for 2022/2023 $ 4,852,132.92 Levied s 029
catch-up/over_§  (12,312.00) Updated from return
$ 4,839,820.92 x4.2% = $5,043,093.40
2023-2024  4.2% _$ 5,043,093 40
SRV Ordinary Rating Structure 2023-2024+43.0% INCREASE INCLUDING RATE PEG
TENTERFIELD SHIRE COUNCIL
SRV Ordinary Rating Structure 2023-2024 - 43.0% INCREASE INCLUDING RATE PEG
Average
Total No Land o T Total  |Ad Valorem Total Rates Actual Average
et and Per % of income Average | increas:
TotalRate |Assessmen |from the base Increase | weekly
Rate of Assess Value Value Base Rate  |Base Amount| Dollar Rate | Ad Valorem Levy %Yieldper|  fron from
Code Rate Category Category | 202212023 | 20231202
1|Residential Tenterfield 1598 891687.760 9.36% $465.00 | $743,070.00 | $0.00857394| § 768.977.19 | $1512,047.19 [ §  946.21 49.14% 21.85%|$ 28146 | 54
4|Residential Tenterfield (Urban) 8 1715000.00 0.18% $465.00 $3.720.00 | $0.00706733 § 1212047 [ § 1584047 | $ 1,980.06 23.48% 023%|$ 59158 |$ 113
5[Residential Other 1474) 142074038.00) 14.83% $220.00 | $324,280.00 | $0.00657227| $ 933.748.33 | $1.258,028.33 | $ 85348 25.78% 18.18%|$ 25396 [§ 4.8
6[Residential Urbenville 130 5152200.00) 054% $417.00 | 5421000 | $0.01116984| $ 5754927 [ $ 11175027 [$  859.69 48.51% 161%|$ 25612 |$ 4.9
7|Residential Jennings 105, 3874200.00) 0.40% $417.00 | $43,785.00 | $0.01183795| $ 4586260 [ § 8964760 |$  853.79 48.84% 130%|$ 25628 |$ 49
8[Residential Drake 82 2463880.00) 0.26% $417.00 |  $34,194.00 | $0.01438255| $  35436.89 [ § 69.630.89 | $  849.16 49.11% 1.01%|$ 25088 |$ 4.8
9|Farmland General 1463 698419270.00] 72.89%) $602.00 | $880.726.00 | $0.00357727| $2,498,436.89 | $3,379,162.89 | $ 2.309.75 26.06% 48.82%|$ 69334 |$ 133
10|Business Tenterfield 192 10835610.00) 1.13%) $806.00 | $154,752.00 | $0.02501213[ § 271.021.60 | § 42577369 | $ 2217.57 36.35% 6.15%| § 66092 |$ 127
11[Business Other 16| 2695070.00) 0.28% $409.00 $6.544.00 | $0.00715691] $  19.28837 [§ 2583237 |$ 1.61452 2533% 037%|$ 48350 |$ 93
12[Business Urbenville 14] 563400.00 0.06% $382.00 $5.348.00 | $0.01046759] $ 589744 [§ 1124544 |$ 80325 47.56% 016%|$ 23867 |$ 45
13|Business Jennings 2| 124200.00 0.01% $382.00 $764.00 | $0.00714733| § 887.70 | $  1651.70 S  825.85 46.26% 0.02%|$ 24547 |$ 47
14|Business Drake 8| 272000.00 0.03% $382.00 $3,056.00 | $0.01200352| $§  3,264.96 | $ 632096 | $  790.12 48.35% 0.09%|$ 23472 |$ 45
15[Mining 10| 279640.00} 0.03% $652.00 $6.520.00 | $0.02850571] $  7.99650 [ §  14.516.50 | $  1.451.65 44.91% 021%|$  43345|$ 83
TOTALS 5102] 958,156,268 100% $2,260,969.00 $4,660.488.28 | §6,921.457.28 100.00%
Permissable income for 2022/2023 $ 4,852,132.92 S 4.26

2024-2025

43%_$ 9

Average
Total No Land Porcontage of Total  |AdValorem|  Total Rates Actual
Total Land Per % of income Total average | Averag
Total Rate |Assessmen |from the base Average increase of | increas
Rate of Assess Value Value Base Rate |Base Amount | Dollar Rate | Ad Valorem Levy %Yield per | Increase from | rates over the | weekly
Code Rate Category Category |  2023/2024 2years | 2024120;
1[Residential Tenterfield 1598 89.687.760) 9.36% $666.00 [ $1,064.268.00 [ 50.01226073] $1.099.637.38 | $2.163.90538 [ 5 1.354.13 4918% | 2186% $ 407.92 | § 68938 |$ 7%
Tenterfield (Urban) _s| 1715000.00 0.18%) $666.00 | $5328.00 [ $0.01010628] 8  17.332.28 | 5 2266028 [ § 2.832.53 2351% 023%[ $ 852485 1444055 16:
5|Residential Other 1474 142074038.00 14.83%| $316.00 | $465,784.00 | $0.00939834| $1,335,260.11 [ $1,801,044.11 | § 1,221.88 25.86%| 18.20%| $ 36840 | § 622368 7.
6|R Urbenville 130} 515220000 0.54% $596.00 | $77.480.00 [ $0.01597288[ § 8229546 [ 5 15077546 [ § 1.220.04 48.49% 1.61%] § 36936 | § 625475 71
| Jennings 105| 3874200.00 0.40% $596.00 | $62,580.00 | $0.01692828 § 12816352 |$ 122060 48.83%| 1.29%] § 366.82 | $ 62310($ 7.
i ial Drake 0.26%| $596.00 $48,872.00 | $0.02056705| $ 5067475 | § 99,546.75 | § 1,213.98 49.09%)| 1.01%[ $ 364.83 | $ 61570 | $ 7.0
9|Farmland General 72.80%| $858.00 [ $1.255,254.00 [ $0.00511550] $3.572.764.75 | $4.828.018.75 [ § 3,300.08 26.00%|  4878%|$ 990335 1683688 19¢
10[Business Tenterfield 1.13% $1,155.00 $221,760.00 | $0.03576735 § 387,561.01 [ § 609,321.01 [ $ 3,173.55 36.39% 6.16%| $ 955.98 | $ 161690 [ $ 18.%
11|Business Other 0.28% $586.00 | $9,376.00 S 36956365 230990 25.37%| 037%| § 695375 117887 13:
14] 563400.00 0.06%)| $548.00 $7.672.00 $ 1610534 |$ 1,150.38 47.64%)| 0.16%]| $ 34714 | $ 585.80 | $ 6.6
2) 124200.00 0.01%) $548.00 $1,096.00 $ 2365418 118270 46.33%| 0.02%| $ 356.86 | § 60232[$ 6
8 272000.00 0.03%) $548.00 $4,384.00 | $0.01716503| $ 9,05289 | $ 1,131.61 48.43% 0.09%]| $ 34149 | $ 57621 | $ 6.L
10 279640.00 0.03% $933.00 | $9,33000 [ $0.04089187[ § 1143500 [ § 2076500 [ 5 2,076.50 44.93% 021%| § 62485[5 1058308 12¢
5102} 958, 8 100% $3,233,184.00 6,664,498.25 | $9,897,68225 100.00%
Permissable income for 2023/2024  $ 6,921,461.55 s 777
catch-up/over_$ -
$6.921461.55 x43.0% = $9,897,690.01
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How has the council considered affordability and the community’'s
capacity and willingness to pay?

The council's response in the text box below should provide evidence to establish:

e Thatthe proposed SV is reasonable in the context of the current rate levels, ratepayer base
and its purpose.

¢ How the council considered the community's capacity and willingness to pay, and that the
rate increases would be 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 bé useful to discuss other factors
that could better explain the impact on ratepayers affected by the proposed rate increases.

While councils should consider the affordability of the proposed rateinereases for all affected
ratepayers, in some circumstances, particularly where the increase will not be uniform for all
ratepayers, councils should explain how the affected ratepayer capacity to pay was considered.
This could apply, for example, where:

e The council intends to apply the increase differentially across ratepayer categories.

e The council intends to make changes to therating structure in 2023-24 in conjunction with
the proposed SV.

e The proposal would increase minimum rates by a significantly high percentage.

Please provide the councils.response in the text box below.

As has been mentioneddthrough the repert, Council understands that this application represents a significant
increase in rates and that this will have animpact on the community, particularly those on a fixed income.

Council's intention, due to the'scale of the increase, is to apply the increase equally across all ratepayer
categories.

It is also Council's intention to apply the changes to the rating structure commencing in the 2023-24 rating year.
The key background behind this is Council's current cash position and the need to cease borrowing funds for
operational works.

Council engaged Morrison Low (ML) to undertake a “Capacity to Pay" report to provide further information to
assist with the decision-making process related to this.

The report looked at:

e  The SEIFA indexes (IRSD and IRSAD)

e Regions of social disadvantage

e  Particularly vulnerable groups of individuals
e  Patterns of household expenditure

The report also made a number of comparisons to other group 10 Councils. Council took this into consideration
before resolving to advise IPART of its intent to make application for a special variation.
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The report is provided in full as attachment thirty-four (34) in the list of attachments to this application. This
report was presented to Council in October 2022.

A summary of the key points from the report include:

Tenterfield Shire LGA has some of the lowest rates amongst NSW group 10 large rural councils. When
comparing to six similar councils, Tenterfield Shire sits towards the bottom. Additionally, when analysing against
these six similar councils, total rates revenue as a percentage of total operating expenditure, for the LGA is only
16%, well below most comparable councils.

It was noted that Tenterfield Shire has a relatively low proportion of outstanding rates at 4.4% (2021), ranking
5th best amongst all group 10 large rural councils. In 2022, this dropped further to 4.0%, a strong indicator of
both capacity and willingness to pay rates especially given that the benchmark for outstanding rates is less than
10% for regional and rural areas.

It was observed that the LGA experiences significant levels of disadvantage. This is demonstrated most
clearly through indicators such as equivalised household income (77% of the LGA within the lowest two
quartiles) and SEIFA indexes, which rank the LGA in the 11th (IRSD) and 12th (IRSAD) percentiles when measuring
socio-economic disadvantage and advantage. Countering this is the high proportion of fully owned homes (50%)
relative to NSW regional averages, and relatively low values when it comes to monthly mortgage repayments.

It is estimated that average residential rates will increase by $5 per week@ver what they would under
normal rate increases in 2023/24, and a further average rise of $8 per weeKin 2024/25. At the end of the two
years, average residential rates will be $722 higher per property than if there was no SRV.

Farmland rates are estimated to increase by an average of $12 in‘the first SRV year, and a further $18 per
week in the second year (estimated average two year impact willdde $1,585 perpreperty).

Business rates are estimated to increase by an average of$7 per week in the first SRV year, an average of a
further $10 per week (estimated average two year impact Willbe $856 per property).

Further, Council proposes increases to annual charges for water, sewer and waste ($4 in the 2023/24
financial year, and a further $3 per week in the 202425 financial year).

In reviewing the IRSD index (2016), ML observe that the'lLGAhas a greater level of disadvantage compared
with both the RDA's Northern Inland Region, Regional NSW,NSW/ and the nation's averages. Tenterfield Shire
Council's IRSD score of 910.0 is below Regienal NSW (9710), NSW (1,001.0) and the nation (1,001.9) and places
the LGA into the 11th percentile. This means thata1% of Australia’'s suburbs have a SEIFA index lower than this
area (more disadvantaged), while 8g%fare higher,

IRSAD includes levels of both advantage@nd disadvantage. Tenterfield Shire Council's score of 902.0 is
again below that of Regional NSW (959.0)/NSW (1,011.0) and the nation (1,003.1) and places the LGA into the
12th percentile. This lower score means thatithere are proportionately lower incidences of advantage
throughout the LGA relative to NSWrand to Australia. A lower IRSAD score compared to IRSD score is indicative
of less opportunities within the LGA, e.@. lowerequivalised incomes, lower education levels, fewer employment
opportunities within the'area, or more unskilled jobs, and housing. It is noted that this data is from 2016, with the
latest 2021 SEIFA rankings not.expected to be released until 2023.

Tenterfield Shire Council's overall inemployment rate as at the 2016 Census date was 7.6% (equating to 195
people), above the RDA Northerninland average of 6.4%, Regional NS\W average of 6.6% and NS\W average of
6.3%. However, it was observed that the Rural North and Rural South have higher rates at 9.5% (equating to 43
people) and 9.1% (equating to 44 people) respectively.

As expected, given the high proportion of retirees (with 44% of residents aged 60 and over), the area of
Tenterfield has the largest proportion of its population (26%) and the highest absolute number of eligible
pensioners (616 assessments). Drake-Rural South and Liston-Urbenville-Rural North have much lower
proportions of their population being eligible pensioners, indicating less disadvantage. It is noted that eligible
pensioners (those receiving Centrelink payments) within the LGA have access to mandatory rebates (up to a
maximum of $250 per year) on their rates. Council also has rates hardship policies in place.

Households facing housing stress are highly likely to be under significant financial stress and vulnerable to
sudden increases in council rates. As a substitute for housing stress data with respect to the Tenterfield Shire
Council LGA ML reviewed the levels of household loan repayments. An analysis of housing loan repayment
quartiles in conjunction with equivalised income quartiles can indicate potential stress.

Overall, 83% of housing loan repayments within the LGA are within the lowest two monthly loan repayment
quartiles, well above Regional NSW (67%). Tenterfield Shire LGA has 77% of its residents in the bottom two
quartiles of equivalised income, which is above the Regional NSW (60%) levels from the 2016 Census data.

Drilling down, we observe that Tenterfield area had the highest proportion at 21% of housing loan
repayments in the highest two monthly loan repayment quartiles - this equated to 74 households. Comparing
to equivalised income, this area had the second highest proportion of households in the highest two quartiles
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(24%), however there was still a significant proportion (76%) in the bottom two equivalised income quartiles.
Therefore it is considered probable that there will be some mortgage stress.

Liston-Urbenville-Rural North had 86% of households within the bottom two monthly loan repayment
quartiles, greater than the Regional NSW average (68%). This meant only 14 households had monthly loan
repayments in the top two quartiles. This area had the highest proportion of households in the highest two
equivalised income quartiles (26%). Therefore there is less likely to be significant mortgage stress.

The Drake-Rural South area had 87% of households within the bottom two monthly loan repayment
quartiles, greater Regional NSW average (68%). This meant only 14 households had monthly loan repayments in
the top two quartiles. Therefore there is unlikely to be significant mortgage stress.

The Median house property prices within the Tenterfield LGA has increased by 33% over the 12 months
ending 30 September 2022. This period saw 109 houses sold for a median price of $391,000. The 5 year median
price trend is significant, with the median price in October 2017 being $239,000 (based on 109 sales). This
growth represents a significant increase in household wealth.

It is important to note, that there is a disparity between the most advantaged and disadvantaged areas
within Council's LGA. With respect to IRSAD rankings (i.e. both disadvantage and advantage), the regions of
Tenterfield Shire Council LGA sit within the 12% most disadvantaged areas of Australia. With respect to IRSD (i.e.
only disadvantage), the LGA sits within this 11% level of disadvantage. This means that these areas do not have
pockets of advantage to offset the levels of disadvantage.

Analysis of the special rate variation impacts has been prepared based upon a combination of Council rates
book data, which uses 2019 land valuations by the NSW Valuer General The NSW Valuer General is expected
to release updated land valuations before the end of 2022, which may have animpact upon the distribution of
rates across Tenterfield Shire. Council may reassess the impact.on ratepayers onceinew land valuations have

been received.

Table 14 Estimated 2023/24 average rates by category

LGA 2023/24 est. Est. Average Est. Average Est. Average Est. Average
Residential Farmland Business Mining
2023/24 2023/24 2023/24 2023/24

Glen Innes Severn 039 3,312 1,847 0

Gwydir 810 5,069 1,765 0

Kyogle 1,220 2,055 1,490 0

Oberon 1,025 2,082 1,144 0

Upper Lachlan 604 1,086 1,154 2,124

Uralla 755 4,103 704 0

Tenterfield Shire (4.2% 771 1,673 911 1,059

2023/24 IPART rate peg

increase)

Tenterfield Shire (43%SRV 1,057 2,310 1,250 1,452

year 1, including rate pegef

4.2%)

Year 1 SRV increase 286 637 339 393

Table 15 Estimated 2024/25 average rates by category

(including impact of year 1)

LGA 2024/ 25 est. Est. Average Est. Average Est. Average Est. Average
Residential Farmland Business Mining
2024/25 2024/25 2024/25 2024/25

Glen Innes Severn 962 3394 1,803 0

Gwydir 830 6,118 1,809 0

Kyogle 1,250 2,106 1,527 0

Oberon 1,050 2,134 1,172 0

Upper Lachlan 619 2,036 1,183 2177

Uralla 774 4,206 722 0

Tenterfield Shire (2.5% 790 1,715 034 1,085

2024/25 increase)

Tenterfield Shire (43% SRV 1,512 3,300 1,790 2,077

year 2, including rate peg

of 2.5%)

Total SRV increase 722 1,585 826 002
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Table 14 above outlines estimated average rates by rating category for the 2023/24 financial year for a
selection of comparable group 10 large rural NSW councils. Should Council continue the current rates path,
Tenterfield Shire average residential rates would rank are the third lowest within this grouping.

In this grouping, Kyogle has the highest estimated 2023/24 average residential rates, at $1,220 per property,
well above Tenterfield Shire's estimated (normal rate increases only, no SRV) estimated 2024/25 average
residential rates of $790. Kyogle has similar socio-economic scores and reasonable levels of outstanding rates,
so it is a good comparison.

Should Council be successful in implementing the first year of its SRV, then average residential rates are
estimated to be $1,057 per property in, placing them at second highest within this grouping of seven councils.
Table 15 then extends this into the second year of the proposed SRV. Should Council be successful with its SRV,
it is estimated that average residential rates will be highest amongst this group of councils. This would be an
increase of $722 over where average rates would be under normal rates increases. These increases equate to
an average of $5.48 per week in year one, and a further $8.36 per week in year two.

With only normal rate increases as approved by IPART, in 2023/24 Tenterfield Shire is estimated to levy the
lowest average Farmland rate per property compared with comparable LGA's as identified in Table 14. After the
implementation of year one of the SRV, this would move Tenterfield Shire up to the fourth highest in this
grouping. In year two of the proposed SRV (2024/25), Table 15 shows estimated average farmland rates which
would still rank as fourth highest within this grouping of councils. Compared to,where rates would be under
normal increases, average farmland rates are estimated to increase by $1222 per week in year one, and a
further $18.18 per week in year two. It is observed that those councils with higher rates all have higher levels of
output per farmland assessments compared to Tenterfield (refer Appendix-A):

Considering normal rate increases, average Business rates in 2023/24 are estimmated to rank sixth compared
with comparable LGA's as identified in Table 14. After implementation of year one‘ofithe SRV, Tenterfield Shire
moved to fourth highest in this grouping, In year two of the SRV, Table 25 demonstrates that Tenterfield Shire's
estimated business rates will rank third highest amongst this. grouping., Compared to where rates would be
under normal increases, average business rates are estimatedtoiincrease by $6.50 per week in year one, and a
further $9.92 per week in year two.

Average mining rates are lowest within this grouping:The,proposedSRV increases would still mean that
mining rates remain at the lowest level within this grauping.

These rates increase should be read ineonjunction with the proposed increases to annual charges.
Tenterfield Shire proposes to increase annual charges (for water, sewer and waste) by $183 in 2023/24, and a
further $162 in 2024/25. This equatesdo a weekly increase of $3.51 in the 2023/24 financial year, and a further
$3.12 per week in the 2024/25 finarial year

Conclusion

Tenterfield Shire LGAhas some of the lowest rates amongst NSW group 10 large rural councils. When
comparing to six similaf'ecouncils, Tenterfield Shire sits towards the bottom. Additionally, when analysing against
these six similar councils;total rates revenue as a percentage of total operating expenditure, for the LGA is only
16%, well below most comparable councils.

During the review, we also noted that Tenterfield Shire has a relatively low proportion of outstanding rates
at 4.4% (2021), ranking 5th best amongst all group 10 large rural councils. In 2022, this dropped further to 4.0%, a
strong indicator of both capacity and willingness to pay rates especially given that the benchmark for
outstanding rates is less than 10% for regional and rural areas.

However, it was observed that the LGA experiences significant levels of disadvantage. This is demonstrated
most clearly through indicators such as equivalised household income (77% of the LGA within the lowest two
quartiles) and SEIFA indexes, which rank the LGA in the 11th (IRSD) and 12th (IRSAD) percentiles when measuring
socio-economic disadvantage and advantage. Countering this is the high proportion of fully owned homes (50%)
relative to NSW regional averages, and relatively low values when it comes to monthly mortgage repayments.

Overall, it is estimated that average residential rates will increase by $5 per week over what they would
under normal rate increases in 2023/24. There will be a further average rise of $8 per week in 2024/25
compared to the normal rate increases.

Farmland rates are estimated to increase by an average of $12 in the first SRV year, and a further $18 per
week in the second year. Business rates are estimated to increase by an average of $7 per week in the first SRV
year, with the second year expected to see a further average increase of a further $10 per week.

Further, Council proposes increases to annual charges ($4 in the 2023/24 financial year, and a further $3 per
week in the 2024/25 financial year).

Council will ensure that the SRV increases are supported by an appropriate hardship policy.

Special Variation Application Form Part B Page | 47



Criterion 3 - Impact on ratepayers

How does the council intend to address hardship?
Does the council have a hardship policy? Yes

If yes, is an interest charge applied to late rate payments? Yes, however the
Manager, Finance
& Technology has
delegation for
interest to be held
or waived.

The response in the text boxes below should explain any measures the council has in place, or
intends to introduce, measure for dealing with cases where ratepayers experience hardship in
meeting their obligation to pay rates.

Evidence can relate to a formal hardship policy which the. council hasiadopted, and/or processes
the council has in place, or intends to implement. The response should explain who the potential
beneficiaries are and how they are or will be assisted. Alternatively, the response should explain
why no such measures are proposed.

The council should also indicate whether the'hardship policy.or other measures are referenced in
the council's IP&R documents (with relevant page reference or extract provided). Please provide
the councils response in the text boxes below.

a. Explain the measures the codncil proposes to use to reduce the impact of the proposed SV
on vulnerable ratepayers, or alternatively, explain why no measures are proposed.

Council has made significant effort over thepast few years to avoid unnecessary legal costs for
ratepayers by engaging with ratepayers who fall into arrears to arrange practical payment plans and
conduct case by case analysis for a request or application for waiving of interest to avoid additional
burden.

Council also seeks to make surethat all eligible pensioners receive the rebates open to them.

In addition to the above, Council also provides information to ratepayers on methods to manage their
rates obligation including the ability to use BPay and E- Notices to spread out how the payments are
made.

Council also applies empathy to deal with people who fall into arrears to ensure that people who are
having difficulty are helped in a respectful manner.

b. Indicate whether the hardship policy or other measures are referenced in the council's IP&R
documents (with relevant page reference or extract provided).

Council's revenue policy refers to financial hardship as per the following:

Financial Hardship

Ratepayers experiencing financial hardship in respect of payment of Council rates and charges can apply
to Council for alternative payment options to assist the alleviation of such hardship.
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Anyone in this situation should contact Council's finance team who will discuss options in confidence and

advise what can be done to assist ratepayers with the payment of rates and charges.

This section is managed in line with Council's Hardship Policy.

Table 6 Criterion 3 attachments

Council-

assigned number  Name of document

6 Statement-of-Revenue-Policy-2022-2023-Updated-18-May-2022

S8 26 October 2022 Ordinary Meeting Attachment-1-Rating-Structure-and-
Model

34 Tenterfield-SC-Capacity-to-Pay-Report-Final

8 Hardship Policy

a. If document only relevant in part.

Page
references?

PagelO-11

Entire document

Entire document

Entire document
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Has the council considered the impact of the SV in its IP&R documents?

In the table below provide evidence that the council met the reporting requirements of criterion 3 in tis delivery program and LTFP.

Table 7 Consideration of the proposed SV impact in IP&R documents

Criteria
The Delivery program and LTFP 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

Evidence of meeting this criterion from the council’s IP&R documents

Council delivery program clearly outlines Council'siintention te,.apply for a Special Rate
Variation and specifically notes the action to “5425 Apply for a Special Rate Variation”

Council's Long Term Financial Plan cleafly outlinesdhe impacts of this SRV application in
scenario two.

In addition to the IP&R documents, Council undertook a significant community consultation
program that demonstrated the impact.of this application on the community that is
outlined previously indhis application.

Council's Long Tefm Financial Plan clearly outlines the basis on which each of the three
scenarios wered@stablished.

Scenario Two notesithe following:

The aim of this financial plan scenario is to present Council's current financial position and
demonstrate Council'slong term financial sustainability based on current service levels
including an SRV to.address,the yearly $5m forecast operating deficit.

This scenario has been developed to deliver on the community's vision as detailed in the
new Community Strategic Plan and is integrated with and informed by Council's Asset
Management Stratégy and Workforce Management Strategy.

Initial discussions Wwith the community have shown that they do not want to see service
levels reduced and, in some cases, want to see service levels increased. This scenario will
be used to drive community consultation to ensure the community fully understand the
impacts of SRV values and service level impacts.

For the 2022/23 Council has included loans of $3.1 million to cover Unfunded General
Fund Revenue for capital works and will have to take further loans for the 2023/24 FY if
service levels are not reduced. Should this scenario be approved, loans would only be
required for the 2022/23 and 2023/24 financial years and would provide the best
outcome for Council by decreasing the future interest payable on these loans. Any

Reference to IP&R documents

Attachment 5, Council Delivery
Program and Operational Plan
2022-2026, section 5.1, p37

Attachment 9, Councils LTFP,
pages 9-10 on scenarios

page 28 - income statement
page 29 -balance sheet

page 30 - Cash Flow statement
page 31 - KPIs

Attachment 9, Councils LTFP,
pages 9-10 on scenarios
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Establish that the proposed rate increases are
affordable, having regard to the community's
capacity to pay

Note: Reference to IP&R documents should include Application attachment number, document Name, section re

additional loan funds borrowed or having to borrow over a longer period, would increase
the interest payable.

The projected result (before capital grants) accumulated across the 10-year period for
General Fund is essentially a balanced budget. It is very important to note that this scenario
does not allow for any capacity to deal with any asset backlog or future cost shifting, it
purely addresses the current forecast operating deficit.

Council's IP&R documents do not reflect on the community's willingness to pay as that has
been discussed through the engagement related to the SRV.

Council's IP&R documents do not reflect on the communi
been completed and discussed through the engagem

capacity as that work has
elated to the SRV which

occurred after the creation and adoption of Council’ cuments
The report to Council's Ordinary Meeting on 26 luding the dedicated
Capacity to Pay attachment, demonstrates C il i understanding the

community's capacity to pay and aligning i i ice level expectations

ge reference. For example: Attachment 3, Council LTFP, section 3.2, pp 20-25.
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Criterion 4 - Exhibition of IP&R documents

Criterion 4 in the SV 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 income. It is
expected that councils will hold an extraordinary meeting if required to adopt the relevant
IP&R documents before the deadline for special variation applications.

The formal requirements applying to IP&R documents are set out in the Integrated Planning and
Reporting Guidelines for Local Government in NSW and the Integrated Planning and Reporting
Handbook for Local Councils in NSW.

For the purposes of applying for an SV, councils should note:

e If amendments to an adopted Delivery Program or Community Strategic Plan are needed to
incorporate or update information about the proposed 'SV, the draftidocuments should be re-
exhibited for a period of 28 days, and adopted before the council submits its Application
Form to IPART.

e The exhibition period should be scheduled so that there is an opportunity for the council to
formally consider and resolve to adopt the revised documents. It will be expected that a
council will hold an extraordinary general meeting. if hecessary, to meet this requirement.

e The council should adopt a version ofithe LTFP which incorporates modelling of the
proposed SV before the coun€il submitting the.application to IPART.

e When applying for a SV for 2023-24 councilsido not need to prepare, exhibit or adopt the
Operational Plan for 2023-24.

e If council has used@upporting evidence from the Operational Plan for 2023-24 to
demonstrate howitisatisfies other criteria, the council should also provide information about
this document in its response to criterion 4.

Where the proposed SV is tofund asset management, the council's Asset Management Strategy
and Plan(s) should be adopted before submitting the application to IPART.

What IP&R processes did the council use in determining to apply for a
special variation?

In the text box indicate the progress of identifying the need for the SV being incorporated into the
IP&R documents by providing information about community engagement and when key revisions
were made to the IP&R documents.

Council has made significant efforts to improve operations and deliver services to the community without
increasing rates over a number of years. In the years since the 2014 SRV, Council has continued to make
efficiency gains and absorb newly added costs to Council without seeking to raise rates. There have been
multiple restructures, changes to functions, reduced management and in a number of scenarios reduced
service levels driven by resource constraints.
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Tenterfield Shire Council is now at a point where further cost reductions will no longer allow Council to
meet the service levels expected under legislation and by the community.

Over the last several years, and as recently as March 2022 as part of the quarterly budget review process
Council resolved:
‘le) That a plan be developed to increase operational income and further reduce operational
expenditure as per previous discussions and comments in Council Reports, may include a Special Rates
Variation request with a view to returning Council's operating position to surplus.” (resolution 103/22).

The current Council was elected in December 2021 and inducted in mid - January 2022 and initially
conducted a community consultation process as part of the Community Strategic Plan in late January 2022,
to understand community needs and expectations of Council. Due to the compelling nature of Council's
financial position, a report was put to an extraordinary meeting of Council on 7 February 2022. The printed
recommendation of this paper was:

OFFICER'S RECOMMENDATION:
That Council:
(1) Receive the report on Application for Special Rate Variation 2022723 and 2023/24.
(2) Proceed with a permanent Special Rate Variation application for the purpose of maintaining existing
services, enhancing financial sustainability, and funding infrastructure maintenance and renewal.
(3) Make an application to the Independent Pricing and(Regulatofy Tribunal (IPART) under section 508A
of the Local Government Act 1993 for increases to the\ordinary rate income of 34% in 2022/23
(including the rate peg) and 34% in 2023724 (including the rate peg), representing a total cumulative
increase of 79.56% over the two-year period, to' be a permanent increase retained within the rate base.
(4) Note the additional community consultation to be undertaken in February 2022 outlined in the body
of the report and request the Chief Executive respond to the submissions made.
(5) The Chief Executive present a further report to Council prior to the 7th March 2022 that will include:
a. A report on the additional community:.consultation,
b. A copy of the final submissionto IPART consisting of application form Part A Special Variation
and application form Part' B Special Variation,
c. Clearly demonstrate any changes from the initial submission
(6) Authorise the Chief Executive to undertake any necessary minor administrative or editorial changes
to the submission to IPART, and
(7) Consider the implementation of the Special Rate Variation (if successful) during the deliberations of
Council's Community Strategic Plan, Delivery Program, Operational Plan and budget commencing for
the 2022723 financial year.

With the new Council and noting the new Council had not had the opportunity to undertake further
community consultation, Council resolved at that meeting:

THAT COUNCIL:

1. Receive the report on Application for Special Rate Variation 2022/23 and 2023/ 24.

2. Determine not to proceed with a permanent Special Rate Variation application for the 2022/23 financial
year for the purpose of maintaining existing services, enhancing financial sustainability, and funding
infrastructure maintenance and renewal.

3. Request the Chief Executive Officer advise IPART of Councils decision not to proceed with a permanent
Special Rate Variation application for the 2022/23 financial year,

4. Request the Chief Executive Officer bring back a report outlining the process to consider an SRV
application for the 2023/24 financial year detailing further options and an operational efficiency review,
and
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5. Acknowledge that without an SRV in the 2022/23 financial year, service levels to the community will be
impacted until the budget deficits are resolved.

The community engagement undertaken through Councils CSP process has shown strong opposition to service
reductions and a preference to see no increase or a decreased percentage increase in rates. In combination,
these views result in a financially unsustainable Council.

Even with additional income proposed, the current inflationary environment will make it difficult to achieve
current service levels used to forecast the increase in income for the application.

Following this meeting, DRAFT IP&R documents were generated and placed on public exhibition. These
draft documents included the following and with minor adjustments were adopted by Council:
e Draft Community Strategic Plan

e Draft Community Engagement Strategy 2022-2032,

e Draft Asset Management Strategy 2022-2032,

e Draft Workforce Management Strategy 2021-2025,

e Draft Long Term Financial Plan 2022-2032,

e Draft Delivery Program 2022-2026

e Draft Operational Plan 2022-2023,

e Draft Revenue Policy 2022-23,

e Draft Fees and Charges 2022-23,

e Draft Budget 2022-23.

A second round of community consultation wasdela,in April 2022 across the Shire, with attendance at
these events higher than at previous consultations due to the,inclusion of the Special Rate Variation
scenario in the LTFP to address community expectations:

Council resolved on 27 July 2022 to.€commence community engagement to support an application to
IPART for a proposed Special Raté Variation'comprising of a permanent increase of 43% (including rate
peg) in 2023/24 and 43% (including ratefpeg) in 2024/25, representing a cumulative increase of 104.49%
using the current rating strdcture to determine yield.

Community consultations and information sessions were held in September and October 2022 where
Council requested community feedback and provided face to face meetings with executive staff to go
through concerns and/or comments regarding the Special Rate Variation.

Additionally, several Councillor Workshops have been held between January 2022 and September 2022
discussing community feedback and the impact of Special Rate Variation on Council's financial
sustainability and the impact on community.

Council has continued to review, and where required, update its IP&R documents to reflect the goals of
the community. Council has also sought though, not to make changes where not required so as not to
create any additional confusion whilst dealing with such a sensitive topic as an SRV.
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When did the council meet the formal requirements for all relevant IP&R documents?

The table seeks information which demonstrates that the council has met the formal requirements for the preparation, exhibition, adoption and
publication of the current IP&R documents. Please complete Table 8 for all IP&R documents relevant to the council's application.

Table 8 IP&R documents

Document

Community
strategic plan

Delivery Program

Long Term
Financial Plan

Asset Management
Strategy / Plan(s)

Operational Plan

Exhibition dates
24 March 2022 - 2 May 2022

24 March 2022 - 2 May 2022

24 March 2022 - 2 May 2022

24 March 2022 - 2 May 2022

24 March 2022 - 2 May 2022

Adoption date
25 May 2022

25 May 2022

25 May 2022

25 May,2022

25 May 2022

Placed on council's website

Draft Community Strategic Plan
2022-2032

Draft Delivery, Program 2022~
2025 and Operational Plan 2022-
2023

Draft Long Term Financial Plan
2022-2032

Draft Asset Management
Strategy 2022-2032

Draft Delivery Program 2022-
2025 and Operational Plan 2022-
2023

eb link

Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment

Adopted
https://waww.tenterfield.nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-
reporting

Draft - https:.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment

Adopted

https://www .tenterfield. nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-
reporting

Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment

Adopted

https:.//www tenterfield.nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-
reporting

Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment

Adopted

https://www tenterfield. nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-
reporting

Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment

Adopted

https:.//www tenterfield.nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-
reporting
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Criterion 4 - Exhibition of IP&R documents

Revenue Policy 24 March 2022 - 2 May 2022

Workforce 24 March 2022 - 2 May 2022
Management
Strategy

Community 24 March 2022 - 2 May 2022
Engagement
Strategy

Other
Other

25 May 2022

25 May 2022

25 May 2022

Draft Revenue Policy Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
exhibition-for-community-comment
Adopted
https://www.tenterfield.nsw.gov.au/your-council/council-
documents/plans-reports/community-plan-integrated-planning-

reporting
Draft Workforce Management Draft - https.//www.tenterfield.nsw.gov.au/draft-plans-on-public-
Strategy exhibition-for-community-comment

Draft Community Engage
Strategy ww.tenterfield.nsw.gov.au/your-council/council-

plans-reports/community-plan-integrated-planning-
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Criterion 4 - Exhibition of IP&R documents

What, if any, relevant issues arose in the public exhibition of the IP&R
documents?

In the text box explain any issues arising from the council's IP&R processes and documentation
associated with the proposed SV which you consider are relevant factors in assessing the
council's application, including responses to public exhibition.

This question seeks information about issues that arose in the council's undertaking of its IP&R
processes with the community by publicly exhibiting the IP&R documents, which could be
relevant for IPART's assessment of the council's application.

The main issues that arose through councils IP&R process and the SRV process were around the
discussions created due to the scale of the SRV application.

The community engagement undertaken for the development of Gouncil's CSP showed strong
opposition to service reductions and a preference to see no increase or a'decreased percentage increase
in rates.

In combination, these views result in a financially unsustainable Gouncil.

The feedback from the community satisfaction survey clearly'shows a declining level of satisfaction with
Council's services.

The feedback from the community consultation wasalso that overwhelming ratepayers did not want to
see an increase in rates.

These outcomes place Council in‘a position whereiit.has had to look at services compared to costs and
revenue. With Council having already‘made significant efficiency gains in previous years and having to
borrow funds to maintaincurrent expenditure (which the community says is providing unsatisfactory
services), Council has determined the most appropriate way forward to responsibly manage Council's
current financial position is;to make application for the SRV as outlined in this application.
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Criterion 5 - Productivity improvements and cost
containment strategies

Criterion 5 in the SV Guidelines is:

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

Councils should present their productivity improvements and cost containment strategies in
the context of ongoing efficiency measures, and indicate if the estimated financial impact of
the ongoing efficiency measures has been incorporated in the council's Long Term Financial
Plan

This Application Form asks four questions relating to:

1. The approach to improving productivity in operations@nd asset management.

2. Outcomes realised from productivity improvements and cost containment strategies in past
years.

3. Productivity improvements and cost containment strategies planned for future years.

4. Evidence of productivity and efficiency.

Councils can adopt a very broad range.of strategies, initiatives or activities to improve the
efficiency of their operations and the productivity of their workforce, and to contain costs and

increase revenue. They may arisé from reviewing service priorities, levels of service, labour and
capital inputs, and organisational'structures or'services to be delivered.

Drawing on our experience in past years; we will be placing an emphasis on councils' applications
demonstrating how they satisfy criterion’5. To demonstrate that a council has met this criterion, it
is not sufficient to list a'series of cost-saving or revenue-raising initiatives. Councils should provide
evidence of strategies and activities and robust data quantifying the efficiency gains.

What is the councils strategic approach to improving productivity in
its operations and asset management?

The council's response should identify how, as an organisation, it has approached improving
productivity in its operations and asset management. It could refer to approaches such as:

e comprehensive strategic-level review of council operations including service priorities, levels
of service, labour and capital inputs

e targeted reviews of discrete areas of council operations encompassing all aspects of
processes, procedures, procurement, scheduling and equipment use

e reviewing service standards so that the more closely align with community expectations
e organisational restructure

e redesigning processes such as financial reporting, people/performance/project
management to achieve efficiencies
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e reviewing procurement strategies
e pursuing opportunities for commercialisation and business improvement

e review of assets in order to rationalise and divest property.
Please provide the council's response in the text box below.

Council has made significant efforts to improve operations and deliver services to the community without
increasing rates over a number of years.

As far back as 2015, the following points were noted in the IPART Report — Assessment of Council Fit for
the Future proposals October 2015:

e We find Armidale Dumaresq Council (Armidale), Tenterfield Shire Council (Tenterfield), Uralla Shire
Council (Uralla) and Walcha Council (Walcha) are not fit for the future. Armidale does not meet the
scale and capacity criterion nor the financial criteria overall. Uralla and Walcha do not meet the scale
and capacity criterion but meet the financial criteria overall. Tenterfigld meets the scale and capacity
criterion but does not meet the financial criteria overall?.

e Tenterfield was presented with only one option - to remain aétand-aloene council in a New England
JO. The council would prefer to stand alone within the Narthern Rivers JO, WWe assessed it as meeting
the scale and capacity criterion as its proposal is consistent with the identified option. However, it did
not meet the financial criteria overall because:

o Its operating performance ratio is -7.2% in 2014-15. T6 achieve the benchmark by 2024-25 it
proposes a cumulative SV from 2018 over sevenwears of 31.5% above the rate peg (50.4%
including the rate peg). In addition to,an SV approved in 2014 of 43% above the rate peg, this
assumption represents combined increases over 11years of 99% above the rate peg, which
we consider is unreasonable.

o  Even with this additional revenue it would.not meet the infrastructure backlog ratio which is
forecast to be 3.8% in 2019420 Which is'above the benchmark of less than 2%.

o  With a small, stagnant population and a'Socio-Economic Indexes for Areas rating in the
bottom decile of the state, it has limited scope to increase its revenue to improve its financial
performance.

e The council meets theriterion, for efficiency based on its forecast for real opex per capita to reduce
over the period®.

Comparing TSC to other Councils,:
e Council's FTE countiis lower than the group average
e Council's own source revenue is a relatively small percentage of its overall spending
e Council's rates are lower than the group average

Other comparisons and evidence can be seen in the below table with the majority of this data sourced
from the NSW YourCouncil site:

@ Page 69 in the above mentioned IPART document
b Page 365 of 496 in the above mentioned IPART document
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Total Annual
$ Rates
Income
2022/23

No of
assessments

Average
Ordinary
Residential
Rate

Average
Ordinary
Business Rate

Average
Ordinary
Farmland
Rate

Average
Ordinary
Mining Rate

Roads - total
length

Public Halls

Public
libraries

Public
swimming
pools

Equivalent
Full Time
Staff (EFT)

Population

Area (km2)

$4.840,182

5,078

$624.50

$1,280

$1,569.20

$g900

9

112

6,593

7.322.8

$7.727.500 $7.496,521 $8,485,498

$9.014,737
4,259

5,256

$736.50
$1,080

$939.70
$1,368

$429350

1,211
2
8
1
2
3
117
117
7,903 8,796
5.082.2 3,584.2

5214

$824

1171

129

8,871

5480

3.120

$7

$1,346

$5.565

N/a

2,059

153

5353

9.259.7

$781.80

157570

$2,992.10

1734

115

-$157

-$206

$1,423

45
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In the years since the 2014 SRV, Council has continued to make efficiency gains and absorb newly added
costs to Council without seeking to raise rates. There have been:

multiple restructures,

changes to functions,

reduced management,

in a number of scenarios reduced service levels driven by resource constraints,

the implementation of reviews driven by the audit, risk and improvement committee,

monthly reporting of staff number to Council and regular comparisons to group 10 councils, and

review of procurement processes

undertaking organisational structural changes to align skills and qualifications of employees to better
align with service delivery and organisational requirements.

opportunities to redeploy and internally transfer employees in consultation with employee, which has
also reduced services in some areas, and

reviewing enhanced IT opportunities to realise efficiency gains

review assets that can be sold or disposed of to reduce operational costs

review avenues for increased revenue via operations
Further evidence of these strategies is contained in the response to minister regarding fit the for the
future made in 2017. A full copy of this response is attached as attachment 47.
A summary of these at a high level include:

e Review strategies and business plans of Council's commereial business units

e Implement a Council efficiency program (innovation Fund) and expenditure reduction dividend
e Undertake a major review of all fees and charges

e Investigate further opportunitiesfor economies of scope (shared services)

e Develop arolling program in‘combination.with.adoption of an innovation and business excellence
program

e Develop budget management, project management and business planning systems and skills

The basis of these concepts have been implemented and form part of how Council operates.

What outcomes has the council achieved from productivity
improvements and cost containment strategies in past years?

In responding to the questions that address this point, wherever possible the council should:

e provide information about productivity improvements and cost containment strategies
implemented during at least the past two years

e quantify in dollar terms the gains past initiatives have realised

e present these gains as a percentage of operating expenditure.
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You may in this question provide evidence of overall improvements in the council's financial
situation from productivity and operational improvements and provide specific examples of
initiatives or activities such as:

e introducing environmental and energy efficiency initiatives

o adopting more efficient information and communications technology for a range of activities
such as communications, document processing, financial transactions, outdoor staff
operations, e-recruitment

e shared purchasing through joint organisations of councils

e improved management of workers compensation insurance claims and safety audit
e seeking private contract works for road maintenance

e contracting to provide services to other councils

e reviewing community venue management to increase the utilisation of venues and
associated revenues

e reviewing charges to ensure greater cost-recovery foncouncil-provided services
e review of and refinancing loan borrowings

o adopting waste management strategies to reduce landfill waste and associated costs.

Please provide the council's responses to themguestions iniin the text boxes below.

a. Explain initiatives undertaken in the past few years to improve productivity and contain costs.

In the years since the 2014 SRV, Council has continued to make efficiency gains and absorb newly added
costs to Council without seeking to raise ratessThere have been:

multiple restructures,

changes to functions,

reduced management,

in a number of scenaries reduced service levels driven by resource constraints,

the implementation of reviews driven by the audit, risk and improvement committee,

monthly reporting of staff number to Council and regular comparisons to group 10 councils, and

review of procurement processes

undertaking organisational structural changes to align skills and qualifications of employees to better
align with service delivery and organisational requirements.

redeployed and internally transfer employees in consultation with employee,

enhanced IT opportunities to realise efficiency gains,

Councillors not taking superannuation during this term of Council,

review possibility of combining services to maximise facilities and staff (e.g. Visitor Information Centre
and Arts centre),

undertaking expressions of interest for the leasing of facilities that may be open to commercial
possibilities (e.g. Saleyards, Aerodrome),

Council's treatment of Rural Fire Service assets in its financial statements

From the response to the Minister mentioned above, Council has undertaken the following actions to
improve Council's position:
1. Review and updated the existing asset management plan and business plan for Waste Management
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2. Decision taken to revise Boonoo Boonoo landfill cell construction and seek further demand
assessment

Review of Water Fund undertaken on refining asset condition data and seek external funding
Saleyards strategic plan reviewed as per Council resolution 26 April 2016

Annual efficiency dividend applied to services

o 0~ W

Successful application for innovation fund application used to streamline business processes,
governance practices and support the continued review and implementation of the IP&R documents
IT improvements to enhance efficiency

8. Fees and charges reviewed and 10% increase where possible to move closer to cost recovery

9.  Work with other Councils to secure funding to assist Council

10. Service reviews implemented

11, Identification of assets that should not be replaced as there is no efficient use for them

12, Upskilling of senior management to improve operations

More recently, council has continued to review how it can improve its ations. The below table also
outlines the most recent body of works being undertaken by counci educe costs and improve

operations

1. Civic Office Community
Strategic Plan
The provision of community al General Assembly of Local GOV18/21

leadership, advocacy and rnment 201 - Motions for Debate

strategic decision making for Res 62/21
the benefit of the broad solved that Council approve the

community, including the submission of the following motions for the 24 March
adequate and effective National General Assembly of Local 2021

allocation of Council Government 2021

resources, and engaging
the community in order to

inform policy development, ouncil Minutes

. . (M This National General
strategic planning and

decision making, Policies and Codes Assembly again calls on the
Australian Government to
increase funding for local
government Financial
Assistance Grants to a level
of at least 1% of
Commonwealth taxation
revenue by the 2022/23

Financial Year.
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(ii) This National General
Assembly calls on the
Australian Government to
either cease the practice of
expecting Council co-
contributions when applying
for Federal Government
Grants or allow Council's in
kind contributions to be

eligible as the co-

contribution from Councils.

(i)

ojects already contained
within their operational plan
would have otherwise
een funded from loans

(currently they are excluded).

(iv) This National General
Assembly call on the
Australian Government to
provide grant funding in
advance to Regional and
Rural Councils and not in
arrears so as to avoid
impacting unfavorably on

such Council's cash flow.

(v)  This National General Assembly
calls on the Australian
Government to provide grant
funding to assist Councils
deal with the costs incurred
in correcting historical errors
in mapping of actual roads so
that ratepayers do not have

to meet these costs.
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Councillors - Provision of Superannuation

2022-2023

Resolved that Council:

1) Notes the Report and
Determination of the NSW
Parliament; and

2) Forgo the payment of
superannuation for all current term
Councillors until the next election
of Council - September 2024.

National General Assembly of Local

Government

Resolved. that Council approve the
attendance of the Chief Executive and Mayor
Bronwyn Petrie at the National General
Assembly of Local Government 2022 and

| Regional Forum 2022 to be held in Canberra,
19 to 22 June 2022.

Tenterfield Shire Council proposed three
recommendations for consideration by the
Council's represented, all three
recommendations were passed without
decent. The third recommendation was
absorbed into another recommendation by
other councils as it reflected a general

consensus of several councils.

The two individual resolutions are as follows:-

1) This National General Assembly
calls on the Australian Government

to provide grant funding in advance

to regional land rural councils and
not in arrears so as to avoid
impacting unfavourably on said
council's cash flow - carried.

2)  This National General Assembly
calls on the Australian Government
to allow councils to use new grant
funding opportunities for projects

GOV15/22

Res No.
30/22

23
February

2022

GOV17/22

Res No.
32/22

23
February

2022
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already contained within their
operational plan that would have
otherwise been funded from loans
(currently they are excluded) -

carried.
2. Organisation Leadership Resourcing Application for Special Rate Variation GOV12/22
Strategy 2022/23 and 2023/24
Provide high level Res No.
Governance through quality Code of Meeting Resolved that Council: 16/22
leadership, direction and Practice and 1) Receive the report on Application
services. The provision of Register of fordSpecie;l Rate Variation 2022/23 7 February
and 2023/24;
advice and direction in Committees 2)  Determine notto proceed with a 2022
governance to Elected permanent Special Rate Variation
Organisation Application for the 2022/23
Members and staff, 9 financial year for the purpose of
enshrining better practice in Performance maintaining existing services,
) ) enhancing financial sustainability,
relation to internal processes Framework 4 funding infrast-S@hue
and regulatory requirements maintenance and renewal;
. - Delegations 3} »Request the Chief Executive advise
and assisting Council in , IPART of Council’s decision not to
delivering overall good Register proceed with a permanent Special

Rate Variation Application for the
2022/23 financial year;
4)¢ Request the Chief Executive bring
Council, back'a report outlining the process

governance through the

Business Papers -
development of policies, P

protocols and procedures,

Commiftecs ankl to consider an SRV Application for
guidance documents and the 2023/24 financial year detailing
Public Documents further options and an operational

checklists. | efficiency review; including the

community consultation program;
| and
5)  Acknowledge that without an SRV
in 2022/23 financial year, service
levels to the community will be
impacted until the budget deficits
are resolved.

Tenterfield Shire Council - Additional GOV37/22
Special Rate Variation (ASV) for 2022-23
Res No.
Resolved that Council does not proceed with 81/22
the additional special rate variation for
) . L 27 April
2022/23 financial year, considering the
2022

cost/benefit to council operations and the
current community
consultation/engagements in place for the
recommended special rate variation

scenarios for the financial year 2023/24.
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Adoption of IP&R Documents including the
Community Strategic Plan, Asset
Management Strategy, Workforce

Management Strategy, Delivery Program,

Community Engagement Strategy and Long

Term Financial Plan

Resolved that Council:

1) Adopt the community Engagement
Strategy 2022-2032, as attached;

2)  Adopt the community strategic
Plan 2022-2032

3)  Adopt the Asset Management
Strategy 2022-2032, as attached;

4)  Adopt the Workforce Management
Strategy 2021-2025, as attached;

5)  Adopt thedong Term Financial Plan
2022-2032, as attached;

6) Adoptithe Delivery Program 2022-
2026, as attached.

Operational Plan 2022-2023 Including
Statement of Revenue Policy 2022-2023

Resolves that Council:

1) Adopts the following documents as part of
the Tenterfield Shire Council Operational

Plan 2022/2023:

a) Tenterfield Shire council Budget for
2022/2023

b)  Tenterfield Shire Council Statement
of Revenue Policy for 2022/2023,
and

c) Tenterfield Shire council Fees and
Charges for 2022/2023.

2) Resolved (20) That Council borrows up to
$3,100,000 in 2022/2023 for infrastructure
projects.

GOV43/22

Res No.
08/22

25 May
2022

GOV44/22

Res No.
100/22

25 May
2022

GOV 44/22
(item 20)

Res No.
101/22

25 May
2022
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Commencement of Further Community GOV61/22
Consultation - Special Rate Variation
2023/24 and 2024/25 Res No.
156/22
Resolved that Council:
1) Receive the report on 27 July
Commencement of Further 2022
Community Consultation relating to
an application for a Special Rate
Variation 2023/2024 and
2024/2025.
2)  Commence community
engagement to support an
application to IPART for a proposed
Special Rate Variation comprising
of a permanent increase of 43%
(including ratefpeg) in 2023/24 and
43% (including rate peg) in 2024/ 25,
representing a.cumulative increase
of 10449% usingithe current rating
strueture to determine yield.
3. Community Development Disability Inclusion
Action'Plan
Community development
provides support to Community Events |
communities and community
organisations across the | Partnership
Council area. Support is Development
centred on local community.
planning with a wide range of Culgiyal Plan
support on governance,
) Grant Application
engagement, skill
Assistance
development, grants,
developing local plans, )
ping P Community
rojects and partnershi
proJ P P Advisory
involvement. .
Committees
Interagency
Management
4. Economic Growth & Regional Marketing | Tenterfield Shire Council Economic ENV5/22
Tourism Programs and Development Activation and Stimulus
Collateral Package Res No. 60/22
Sale of Industrial 23 March
Land 2022
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Promotion and support of the
Tenterfield Region as a place
to live, work and invest,
capitalising on the region’s
tourism potential as an iconic
Australian destination,
through coordinated
marketing activities, provision
of information services and
engagement with the

business and industry.

5. Theatre & Museum

Complex

To provide up to date high

quality cultural, community

activities, including cinematic, |

and theatre productions, and
to maintain, develop and
promote the Sir Henry Parkes
Memorial School of Arts and

Museum.

6. Library Services

Tenterfield Public Library
seeks to inspire life-long
learning and provide
recreational opportunities
through the provision of
equitable access to
informational, educational

and recreational resources.

Facilitate Investor | Resolved that Council's Economic
Connections Development and Stimulus Package cease to

operate on 30 June 2022.
Biennial Business

and Tourism

Excellence Awards

Support Existing
and Attract New

Business

Visitor Information

Centre
Communications

Community

Engagement

Cinema
Museum

Functionsand |

Events
Theatre

Cultural

Development

Physical and Tenterfield Public Library - Review of COM3/22
Electronic Library | Saturday Morning Operations
Resources Res No.
Resolved that Council temporarily cease 55/22

Tenterfield Home = operations of the Tenterfield Library on

Library Service Saturdays. 23 March
2022
Library Programs

and Events
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Northern
Tablelands
Cooperative

Library Service

Inter-Library Loan

Service

Database Access

7. Workforce Development Workforce

Development
The provision of systems and
procedures to coordinate Training and
internal organisational Development
services including
recruitment and retention, Enterprise Risk
workforce planning, Management
employee development and

training, corporate inductions, Human Resources

workplace safety and staff Operations

health and well-being.
Work Health and

Safety

Tenterfield Public Library Branch Services

Update

Resolved that Council:

1)

2)

)

5)

Implement a 12 month trial of a
revised self-managed ‘Library
Resource Hub' model for both
Urbenville and Drake locations as
outlined in item (a) of this Report.
Permanent closure of the
Torrington Library Branch which
includes the return of IT assets and

cancellation of lease arrangements.

Torrington to retain any existing
Library furniture for internal use.
Lateral transfer of the permanent
part-time Library, Officer position
(Torrington) t6 Tenterfield Public
Library asdetailed in item (b) of this
report,

Priorityrallocationiof deleted
Tenterfield Public'Collection items
to the Drake, Torrington and
Urbenvilte Progress Associations
ongoing and as part of the current
colléction management review.
Priority allocation to Drake,
Torrington and Urbenville Progress
Associations of de-commissioned
library furniture being replaced by
the Library refurbishment grant
project.

Council Staff investigate future
funding opportunities to establish a
mobile Library service to provide a
range of services and programs to
the broader Tenterfield Shire
villages in the future.

Risk Management Policy - ensure

compliance with the requirements of the

Local Government Act 1993

Resolved that Council adopts the revised

Risk Management Policy and the associated

Risk Appetite Statement.

COM16/22

Res No.
175/22

24 August
2022

COM12/22

Res No.
147/22

27 July
2022
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8. Emergency Services

To provide Prevention,
Preparation, Response and
Recovery planning and
support services for New
South Wales State
Emergency Services,
including the RFS, and
Community Stakeholders in
Tenterfield.

—+—

9. Finance & Technology

The provision of all financial
and management accounting,
taxation, borrowings, payroll,
accounts payable, rating,
water and sewerage services
billing, accounts receivable
and strategic financial
management activities to
support both internal and
external customers while
complying with all regulatory

requirements.

Natural Disaster
Management and

Planning

Rural Fire Service
Operations and
Emergency

Response

Development and
review of the
Tenterfield Shire
Emergency
Management Plan
(EMPLAN)

Tenterfield Shire
Council Local
Emergency
Management

Committee

State Emergency
Servicé Operations
and Emergency.

Response

Revenue

Management

Credit
management (Staff

and Suppliers)

Financial
accounting and

Compliance

Annual and
Quarterly Budget

Reviews

Investment

Management

Business Support

Acceptance of a Qualified Opinion from
Audit Office of NSW for Financial
Statements 30 June 2022 - Treatment of

Rural Fire Service Assets

Resolved that:

1)

2)

4)

That council receive and note the
final Management Letter from the
Audit Office of New South Wales
for the Final Phase of the
2020/2021 Audit.

That Council receive and note
Council - Response to
Management to Letter regarding
treatment of Rural Fire Service
Assets.

That Coungil adopts a firm position
on the issue of Rural Fire Service
assets| being that the Rural Fire
Sewice Act 1997'should be
afmended to make'it clear that
control of its assets rests with the
Rural Eire'Service, and it should
therefore have all assets relating to
its activities on its Balance Sheet.
That Council adopts an Acceptance
of a Qualified Opinion from the
audit Office of New South Wales
forFinancial Statements 30 June
2022.

Quarterly Budget Review Statement

September 2021

Resolved that Council adopts the September

2021 Quarterly Budget Review Statement and

recommendations therein that:

a)

b)

No additional operating or capital
expenditure outside of the
recommendations in this review be
approved by Council unless they
are offset by other savings (e.g. with
road works such as re-sheeting,
with a plan to reduce maintenance
costs) or grant funded and even
then only where there will be no
additional operating costs as a
result of the expenditure i.e. if
capital related expenditure, it
should be for the replacement of
existing assets only, not new assets.
As part of Council's new Asset
Management System
implementation and asset
revaluation processes for 2021/22,
a thorough review of depreciation
be undertaken to ascertain if

GOV62/22

Res No.
157/22

27 July
2022

GOV/21

Res No.
218/21

24
November

2021
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Provision of
Information
Technology and

Support Services c)

Management

Accounting

Long Term
Financial d)
Statements

e)
Grant Acquittals

Statistical Returns

depreciation expenditure can be
reduced and that further
discussions be held with the State
Government regarding them re-
acquiring some roads from Council;
Acknowledge the ongoing
governance and treasury
management difficulties Council
faces with the current structure of
many grant and disaster funding
payments, and advocate for
changes to the timing of these cash
payments from State and Federal
governments;

That the issue of rate pegging and
cost shifting be raised again in
appropriate forums; and

That a plan be developed to
increase operational income and
further reduce operational
expenditureas per previous
discussions and comments in
CounciliReports, may include a
Special Rates Variation request with
a view to returning Council's
operating position to surplus.

GOV11/22
Changes to Proposed Borrowings 2021-22
Financial Year 14722
Resolved that Council: 12 January
) 2022
1) | Approves the establishment of a
Corporate Markets Loan with NAB with a
drawdown facility limit of $5,000,000 for
a rollover period 9o days, to function as
a cash reserve to fund external
restrictions when required.
2)  Notify the Office of Local Government of
the loan arrangements.
3)  Through the Mayor and Chief Executive
continue to lobby the State and Federal
Governmentasa matter of urgency
regarding the late payment of disaster
grant funding.
GOV20/22
Res No.
Quarterly Budget Review Statement - 35/22
December 2021
23
Resolved that Council: February
2022
Adopts the December 2021 Quarterly Budget
Review Statement and recommendations
therein that:
a)  No additional operating or capital
expenditure outside of the
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b)

c)

e)

recommendations in this review be
approved by Council unless they
are offset by other savings (e.g. with
road works such as re-sheeting,
with a plan to reduce maintenance
costs) or grant funded and even
then only where there will be no
additional operating costs as a
result of the expenditure i.e. if
capital related expenditure, it
should be for the replacement of
existing assets only, not new assets;
As part of Council's new Asset
Management System
implementation and asset
revaluation processes for 2021/22,
a thorough review of depreciation
be undertaken to ascertain if
depreciation expenditure can be
reduced, and that further
discussions be held with the State
Government regarding the State re-
acquiring some,roads from Council;
Acknowledge the.ongoing
governance and treasury
management difficulties Council
faces with the current'structure of
many.grant and disaster funding
payments, and advocate for
changes to the timing of these cash
payments from State and Federal
governments/

Thatthe issue of rate pegging and
cost'shifting be raised again in
appropriate forums; and

That a plan be developed to
increase operational income and
further reduce operational
expenditure as per previous
discussions and comments in
Council Reports. Such a plan may
include a Special Rates Variation
request with a view to returning
Council's operating position to
surplus.

GOV45/22

Res No.
103/22

25 May

Quarterly Budget Review Statement - 2022

March 2022

Resolved that Council:

Adopts the March 2022 Quarterly Budget

Review Statement and recommendations
therein that:

a)

No additional operating or capital
expenditure outside of the
recommendations in this review be
approved by Council unless they
are offset by other savings (e.g. with
road works such as re-sheeting,
with a plan to reduce maintenance
costs) or grant funded and even
then only where there will be no
additional operating costs as a
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b)

c)

e)

Financial Statements to be referred for

Audit

result of the expenditure i.e. if
capital related expenditure, it
should be for the replacement of
existing assets only, not new assets;
As part of Council's new Asset
Management System
implementation and asset
revaluation processes for 2021/22,
a thorough review of depreciation
be undertaken to ascertain if
depreciation expenditure can be
reduced, and that further
discussions be held with the State
Government regarding the State re-
acquiring some roads from Council;
Acknowledge the ongoing
governance and treasury
management difficulties Council
faces with the current structure of
many grant andidisaster funding
payments, and advocate for
changes to the timing of these cash
payments from\State and Federal
governments/

That the issue of rate pegging and
cost shifting be raised again in
appropriate forums; and

That afplan be developed to
incréase operational income and
further reduce operational
expenditure as per previous
discussions and comments in
Council Reports. Such a plan may
include a Special Rates Variation
request with a view to returning
Council's operating position to
surplus.

GOV71/22

Res No.
182/22

24 August
2022

Resolved that Council:

1)

In relation to the Financial
Statements and in accordance with
Section 413(2)(c) of the Local
Government Act 1993 (as
amended):

a) Council resolves that in its
opinion the General Purpose
Financial Statements and the
Special Purpose Financial
Statements for the year ended 30
June 2022 and Special Schedules
are properly drawn up in
accordance with the provisions of
the Local Government Act 1993, (as
amended) and the Regulations

there under; and
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-+ 4
10. Customer Service, Annual Report

Governance & Records
Integrated

The provision of functions to Planning and

internal and external Reporting
customers of Council
including Statutory Reporting, Audit, Risk &
Customer Service and Improvement
Records Management.
Statutory
Reporting

Customer Service

Records

Management

Government

Information Public

Access

b) That the Financial Statements be
approved and signed by the Mayor,
the Deputy Mayor, the Chief
Executive and the Responsible

Accounting Officer.

2)  That the Financial Statements be
referred to Council's Auditor for
audit; and

3)  That the audited Financial
Statements be forwarded to the
Office of Local Government by 31
October 2022; and

4)  That the Chief Executive Officer be
delegated authority to place the
Audited Financial Statements on
public exhibition from Tuesday, 1
November 2022 if possible (or the
soonest practi€¢able alternative date
if not) and that notice be given that
Council will present its Audited
Finangial Statements at the
Ordinary Council Meeting to be
héld on 23 Novembenr2022 if
possible (or the soonesbpracticable
alternative date if not); and

5)" Thatthe audited Financial
Statements be presented at the
meeting of Council to be held on 23
November 2022 if possible in
accordance with Section 419(1) of
the Local Government Act 1993 (as
amended) or alternatively at the
soonest practicable date as
determined by the Chief Executive
Officer.

Tenterfield Shire Council Audit, Risk and
Improvement Committee Charter &
Tenterfield Shire Council Internal Audit
Charter

Resolved that Council adopt the Tenterfield
Shire Council Audit, Risk and Improvement
committee charter and Tenterfield Shire

Council Internal Audit Charter.

GOV68/22

Res
No.179/22

24 August
2022

Special Variation Application Form Part B

Page | 75



Criterion 5 - Productivity improvements and cost containment strategies

11. Environmental

Management

To protect the natural
environment, agricultural
activities, the economy and
community from the impacts
of noxious and invasive

weeds within the Tenterfield

Reviews and

Investigations

Governance

Framework

Annual Operational
Plan

Parking

compliance

Weed
Management and

Control Service

Ranger Operations

Shire. Companion
Animals
Commu
12. Livestock Saleyards ement of Return Grant Funds Relating to Proposed ECO7/22
eyards Assets | Saleyard Truck Wash - Transport NSW
Provide an efficient and Grant Funding Res No.
consistent livestock selling Scanning and 92/22
centre for the weighing and Weighing of Cattle | Resolved that Council:
processing of livestock, 1) Agree to no longer proceed with 25 May
associated data and a the proposed Truck Wash; and 2022
) 2)  Agree to return the grant funds
platform for selling and back to the funding body and
transportation of cattle provide the Treasurer and the
Treasurer's Representative with
throughout the New England one (1) months' notice to abandon
area and beyond. the project.
13. Planning & Regulation Development
Applications
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The provision of efficient and Construction
consistent planning, building, Certificates
environmental and public

health regulation, inspection Issuing of Orders,
and certification services. Notices,

Infringements

Land Use Planning

Approvals

Community and

School Education

14. Building & Amenities Administration
Buildings

Provide a range of assets to

support council operations Council Property

and the community to pursue Management

leisure, cultural and sporting

interests and operational Community

assets that allow Council, and Buildings

other government agencies

to provide a wide range of Commefieiaiid

community services in a safe jgtidential
and sustainable manner. QL
I Public Halls

Public Amenities

N\ 7

15. Parks, Gardens & Open Parks and Gardens
Spaces Management
To provide quality and Open Space
sustainable parks, gardens, Management

cemeteries, sporting grounds

and open spaces at a Cemeteries
standard to be safe,
functional and of appropriate Sporting Grounds
appearance and that meet

our community's needs.

Lot 26 DP 735029 Sugarbag Road

Resolved that Council:

3)

4)

Note theweport and the removal of
proposed sale proceeds of Lot 26
DP735029 Sugarbag Road from the
current year's budget 2022/2023;
and

Defer anys further action on the
matter (sale of Lot 26 DP 735029
Sugarbag Road) for another 12
months (Feb 2023) and contact RFS
regarding suitability as a
strategic/tactical fire trail grant.

ECO2/22

Res No.
22/22

23
February
2022
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16. Swimming Complex Ensure Water
Quality Standards

To provide the public with

safe aquatic facilities located 33m Outdoor Pool

in the Tenterfield township.
Management of

Swimming Pool

Operations

Toddler's Pool

Kiosk Facility
17. Asset Management & Asset Planning, Airstrip - Lot 1 DP236737 - 127 Schroders ECO12/22
Resourcing Policy and Road, Tenterfield
Management Res No.
The delivery of the Shire's Resolvedthat Council: 188/22
assets with a focus on long- Design and 5/ Receivé and note the report; and
term sustainability with Engineering 6) * Delegate the Chief Executive 24 August
o o authority to arrange sale of Lot 1
sufficient flexibility to DP236737 - 127 Schroders Road, 2022
facilitate the delivery of Development of Tenterfield by Tender, with a
) . . reguest for tenderers to provide
Council activities. Maintenance their aspirations for the site.
Policiestand.
Procedures
Project |
I »Management
Inspections and
Condition
Assessment
Asset Risk
Management
18. Commercial Works Commercial works
in accordance with
To provide professional, high Private Works
quality, timely and cost Policy
effective private (commercial)
works to the customers of
Tenterfield Shire Council,
which deliver a return on
investment to Council's
General Fund.
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19. Stormwater & Drainage Stormwater

Infrastructure
The provision of stormwater

drainage infrastructure to Gross Pollutant
manage rainfall and storm Traps
events and mange

environmental impacts of

urban runoff.

20. Transport Network Sealed and

Unsealed Roads
The provision of the road
network (sealed and Culvert and
unsealed) in a serviceable, Causeways
safe and sustainable
condition to service Street Sweeping
Tenterfield Shire Council's
towns and villages and Vegetation Control
facilitate the movement of
people and goods through Street Lighting and

our region.

arks

er and

crete Bridges

Kerb and Gutter

Repairs

Signs, Guideposts
and Guardrail

Footpath,
Cycleway and
Kerb/Gutters

21. Plant, Fleet & Equipment Plant and Fleet

Management
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The delivery of the Shire's Stores
fleet and depot operation, Management
including stores, to effectively

and efficiently deliver Council Depot
activities and maximise Management

utilisation of Council assets.

22. Waste Management Tenterfield Landfill
To provide equitable access Commercial Waste
to sustainable waste Management
management services across

the Tenterfield Shire in an Recycling and
efficient and commercially Community
responsible manner adhering Education

to regulatory and licensing

requirements. Domestic Waste

Management

\¥/aste Transfer
Station

23. Water Supply

Provision of potable water
supply in urban areas thz
sustainable and cost effe
to meet the current and

future need of our community Vuli Muli
that complies with Australian

Drinking Water Guidelines. Reticulation

System - Jennings

24. Sewerage Services Sewerage Services
- Tenterfield,
To provide sewerage services Urbenville

in urban areas that is
environmentally sustainable
and cost effective to meet the
demand of our community
complying with relevant

legislative requirements.
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Asset
maintenance,
renewal and
upgrade program
(sewer mains,
valves and

hydrants)

Compliance with
EPA and DPI Water
Licence conditions

and guidelines

b. Outline the outcomes which have been achieved.
Some of the achievements made through the above processes include;

e Review and updated the existing asset management plan and business plan for Waste Management
e Decision taken to revise Boonoo Boonoo landfill celleonstruction and seek further demand
assessment
e Review of water fund undertaken on refiningasset condition.data and seek external funding
e Saleyards strategic plan reviewed as per Council resolution 26 April 2016
e Annual efficiency dividend applied to services
e  Successful application for innovatieh fund application used to streamline business processes,
governance practices and support the continued review and implementation of the IP&R documents
e |T improvements to enhance'efficiency
a. Budget system implemented
b.  Moved to mahaged services provider
c. Additional training to improve operations
e Fees and charges reviewed and 10% increase where possible to move closer to cost recovery
e \WXork with other Councilsito secure funding to assist Council
e  Service reviews implemented
a.  Minimum of two service reviews undertaken per year
e |dentification of assets that should not be replaced as there is no efficient use for them
e Upskilling of senior management to improve operations
Itis also very important to note that Council has also absorbed new costs into its operations without
passing these costs onto the community. Much of these have been related to additional governance and
reporting requirements placed on Councils with no additional funding provided

c. Where possible, quantify the gains these past initiatives have realised.

As many of the gains have been efficiency based and offset increased costs in other areas,
quantifying all of these values is difficult.

An example of a recent gain includes pausing on recruitment to serve current service levels.

Further information with examples are presented in next section.
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However due to exceeding inflation, recent gains have been fully consumed by market
conditions and Council is working towards a balanced budget each year.

What productivity improvements and cost containment strategies are
planned for future years?

The council should provide information that details initiatives planned for the next two years
when requesting a one-year section 508(2) SV, or to match the duration of the proposed SV.

The response should, wherever possible:

e estimate the financial impact of strategies intended to be implemented in the future
o present these as a percentage of operating expenditure

e indicate whether the proposed initiatives have beef factored into the'council's Long Term
Financial Plan.

In the text boxes below:

a. Explain the initiatives which the council intends te implement.
1. Continuation of Council's service review program

2. Asset rationalisation

3. Regular review of the organisational structure

4. Advocating for increased grant funds that can be allocated towards operational works rather than
special purpose funding

5. Continued discussions with thed€€ommunity regarding service levels
6. Management of the Rural Fire Service assets in Council's financial statements

7. No additional operating or capital expenditure unless approved by Council or offset by other savings
(e.g. with road works such as re-sheeting, with a plan to reduce maintenance costs) or grant funded and
even then only where there will be no additional operating costs as a result of the expenditure i.e. if
capital related expenditure, it should be for the replacement of existing assets only, not new assets

8. Increased maturity of Council's asset management plans

b. Estimate their financial impact.
The impact of these works is very difficult to calculate as they all require significant effort to be realised.

With the previous improvements Council has made, these gains are more likely to assist Council in
addressing future cost pressures rather than addressing the current operational deficits.
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The critical discussions with the community will be regarding service levels, as this is the item that has the
biggest impact of Council's operational costs.

c. Indicate whether these have been incorporated in the council's Long Term Financial Plan.

No, because there is not a high level of confidence in the impact these items will have, they are not
included in the current LTFP.

Once the initiatives are known and appropriately quantifiable, they will be incorporated into Council's
LTFP.

How have the council's levels of productivity@nd efficiency changed
over time, and compare with those of similar councils?

To demonstrate how efficiency has changed over time, coungils could use data based on studies
of the council itself, or measures against the performanece.of comparable councils, and also rely
on comparative data produced by OLG data such as:

e number of full-time employees (FTE)

e ratio of FTE to population

e average cost per FTE

e employee and on-costs as percentage of ordinary expenditure

e consultancy/contracterexpensesover time.

In the text box summarise data which demonstrates how the council has improved productivity
and indicate its performance against that of comparable councils.

Council has made a significant reduction in employee numbers (Actual Full time Employees)
over the past 3 years. A declining trend has been seen due to regular restructures, cost
minimization and efficiency improvements.

Organisational structural and resource changes initiated in response to the poor financial
climate.

Council has Mitigated potential Industrial Relation risks and provided positional status, role
clarity and autonomy by way of internal advertisements, lateral transfers, and casual
conversions to accommodate expectation of increasing cost and to fulfill statutory obligation.

Risk exposures and inefficiencies were due to the extensive use of long-term higher duties,
secondments and casual employment created by the financial and recruitment restrictions.
Risk inefficiencies have been exacerbated which may impact council obligation to fulfill
statutory requirements.
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There has been a reduced management tier from 12 to 9 Managers with include positions such
as:

e Manager Property & Buildings

e Manager Fleet

e Manager Economic Development & Special Projects
e Tourism & Marketing Manager

Reduced staff level FTE from 112 in 2020 to 105 FTE in 2022.

Reduced salary costs and created efficiencies via natural attrition, internal staff positional
transfers and reviews leading to greater internal support & direction.

Internal efficiency shifts,

e Technical Projects Engineer

e  Community Development Advisor
e Store Person

e Parks & Gardens business unit

e Fleet business unit

e Corporate Administration Officer

e Engineering Administration Officer

The Financial Analysis conducted by Office of Local Government in letter dated 18" November
highlights

‘FTEs at Tenterfield are the lowest in the group and ranks third highest in terms of number of
people to service per staff FTE" Thisanalysis:also compares Council to other Council in the
group.

This analysis furthepgdemonstratesihow challenging it is for Council to meet community
expectation.

Table 9 Criterion 5 attachments

Council- Page

assigned number  Name of document references?

42 Service Review Entire document

47 OCR20174634 - TSC response to Minister for Local Government - Fit for Entire document
the Future

48 Innovation Fund - Final Report Entire document

a. If document only relevant in part.
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Criterion 6 — Other relevant matters

Criterion 6 in the SV Guidelines is:
Any other matter that IPART considers relevant.

The Guidelines provide further that we will assess each application based on its merits against the
assessment criteria. In doing so, the following may be considered:

size of the council

e resources of a council

e size (both actual $ and %) of increase requested

e current rate levels and previous rate rises

e purpose of the SV

o compliance with this or any other applicable guideline

o compliance with the conditions of any previous SVsgand

any other matter considered relevant in the assessment ofta SV application.

In assessing applications for SVs for 2023-24, IPART will continue its approach of assessing each
of the five criteria, then making an overall assessment takingiinto account these other relevant
factors.

The council should only respond to_this'question if it wishes to provide information in addition to
that provided elsewhere in the Application which'itiwould like IPART to consider when assessing
its proposed SV. It is not necessary. to specificatly,deal with several of the factors listed in OLG's
Guidelines such as the size of increase requested, current rate levels and previous rate rises, and
purpose of the SV.

The response may refento any other matters the council considers relevant to IPART's
deliberations. In the text Box the council may provide information in addition to that provided
elsewhere in the Application Form which it would like us to consider when assessing its
proposed SV.

Executive Summary
The purpose of the SRV is to:
e toaddress Council's significant operating deficits in the general fund, and

e  create a platform that will lead to Council's long term financial sustainability.

Council's current adopted Long-Term Financial Plan (LTFP) forecasts a ‘Net Operating Result before Grants and
Contributions provided for Capital purposes' deficit range between $3.5M and $5.7M in the general fund for the next ten
years without a special rate variation. Noting Council's current financial position, Council has little option but to increase
its revenue or significantly reduce costs through service reductions to close the gap of the forecasted operational
deficits.

This challenge is forecasted as a result of:
. Assets upgraded with higher future renewal costs (e.g. timber bridges replaced with concrete bridges);
New and upgraded community assets (e.g. public toilets, playgrounds and community halls);
The increased cost of asset replacement;
Increasing cost of managing grants applications and acquittals; and
Increased costs to meet regulatory requirements (e.g. audit costs and emergency services levy).
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For Council to address this type of operating result it has four options available to it. These are:
. Reducing service levels,
Sell and/or dispose of assets that will reduce the associated on-going expenses,
Increase income raised through rates, user fees and charges,
A combination of the above options.
Tenterfield Shire Council has very limited opportunity to materially increase own source revenue and, as a result, an

increase in rates combined with further operational efficiencies, is the most viable path to financial sustainability.

How much does Council need:

Based on current service levels, known asset data and Council's current estimated forecast operating result, the gap in
the General Fund between what Council should be spending on assets, compared to current budgets is currently
approximately $4.5m per annum. This deficit has the potential to be reduced by capital grant income that can be used
to offset any operational works, but currently grant funds do not generally allow for undertaking operational works and

council is not aware of any changes coming to change this.

The SRV timeframe proposed has been driven by the need to achieve an increase in revenue in a short period. This is to
ensure that Council has sufficient cash to fund renewal and maintenance of its'assets that have been under pressure
due to natural disaster in recent years, and prolonged reduction in maiftenance and rehewal due to budget constraints.
Comparison of rates to similar Councils

In comparing to a handful of other group 10 Councils it was noted:

e  Council's annual rates income are much lower than many comparable Councils

e  Council's average residential, business and farmlahdrates are all below the group average

e  Council's FTE is three less than the group average

e  Council's has 1,689 km of roads (45km less than the group average)

The Proposed Increase:
A Special Rate Variation (SRV) of 43%in FY 202372024.and a 43% Special Rate Variation in Financial Year 2024/2025,

resulting in a compound (accumulative) impdct of 104.49%.

This will result in an additional income of .approximately $2.081M in the financial year 2023/24 and a further $2.976M in
financial year 2024/25 pfoviding an additional income from rates of $5.057M over two years. This will be in addition to

Council's current rate income of approximately $4.8M per year.

Overall, it is estimated that:

e  Average residential rates will‘increase by $5 per week over what they would under normal rate increase in
2023/2024. There will be a further average rise of $8 per week in 2024/2025 compared to the normal rate increase.

e  Farmland rates are estimated to increase by an average of $12 in the first SRV year, and a further $18 per week in
the second year.

. Business rates are estimated to increase by an average of $7 per week in the first SRV year, with the second year
expected to see a further average increase of further $10 per week.

This additional income will be spent on the maintenance of Council assets. Based on the current information at hand the

distribution of this additional income will be as follows;

e  75% of additional income - Roads, Transport, Stormwater and Drainage.

e 15% of additional income - Buildings Renewal and Maintenance

e  10% of additional income - Other assets (e.g. swimming pool, parks and open spaces)

What is Council doing to minimise the impact on ratepayers and residents

In addition to the above discussion to raise income via a rate rise, Council has already commenced significant efficiency
measures and reduction in operational expenses. This is reflected by Council currently undertaking organisational
structural changes to align skills and qualifications of employees to better align with service delivery and organisational
requirements. This includes redeployment and internal transfers of employees in consultation with employee, which has

also reduced services in some areas.
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Since the 2014/15 SRV and up to more recent times the changes, cost reductions and improvements to Council

operations have included:

multiple restructures,

changes to functions,

reduced management, and in a number of scenarios

reduced service levels driven by resource constraints.

Councillors not taking superannuation during this term of Council,

review possibility of combining services to maximise facilities and staff (e.g., Visitor Information Centre and Arts

centre),

e undertaking expressions of interest for the leasing of facilities that may be open to commercial possibilities (e.g.
Saleyards, Aerodrome),

e  Council's treatment of Rural Fire Service assets in its financial statements.

How did Council engage with the Community

In February 2022, discussions started with the community regarding an SRV. The first set of sessions were held in April
2022. Following the adoption of Council's IP&R documents, Council resolved on 27 July 2022 to commence community
engagement to support an application to IPART for a proposed Special Rate Variation comprising of a permanent
increase of 43% (including rate peg) in 2023/24 and 43% (including rate peg) in‘2024/25, representing a cumulative

increase of 104.49% using the current rating structure to determine yield.

Community consultations and information sessions were held in September and October 2022 where Council requested
community feedback and provide face to face meetings with executive staff to go through concerns and/or comments
regarding the Special Rate Variation. Additionally, several Councillor Workshops have been held between January 2022
and September 2022 discussing community feedback and the impact6f Special Rate Variation on Council's financial

sustainability and the impact on community.

Council undertook the following engagement sessionsiin.September and October 2022:
Face to face engagement sessions

Media releases and Media

Dedicated space on Councils website

Newsletter to 4,000 households

Councils bi-annual customer satisfaction suvey with dedicated SRV related question
One on one appointments with community members

Overwhelmingly the people aho engaged with Council through Community Engagement Information Sessions or
through submissions were against a Special Rate Variation. The feedback related to how Council was in a position to
consider a Special Rate Variation and concerns around the community's capacity to pay, particularly for ratepayers on

fixed incomes.

The Special Rate Variation was oppesed by 81% of residents surveyed, while 5% supported it. 26% of residents surveyed

agreed that without the Special Rate Variation some Council services will need to be reduced or removed.

In the same survey, residents showed a clear dissatisfaction with the condition of Council's transport services

e only 17% of people satisfied with the sealed road network (increasing to 41% if you include neutral responses),
e only 10% of people satisfied with the unsealed road network (increasing to 30% if you include neutral
responses), and
e only 11% of people satisfied with the maintaining of local roads (increasing to 27% if you include neutral
responses).
The survey also showed that there has been a decline in the overall satisfaction levels with Council's services over the

past few years depending on the service area.

The engagement was also very clear though, that people did not want a reduction in service levels. Many agreed that
the road and infrastructure network require greater maintenance and renewal, however, as demonstrated in the
Customer Satisfaction Survey the community regards ‘soft services' such as Cinema, Museum, Library, Park, Playgrounds

and Cemeteries very highly and do not want a reduction in these services.

Tenterfield Shire Council Ratepayers Capacity to Pay
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Council engaged an independent firm, Morrison Low, to undertake a Capacity to Pay assessment to understand the
potential impact on the community if the SRV was accepted, to ensure Council can maintain existing service levels into
the future. The report provides an analysis and evaluation of relative wealth and financial capacity; and looks at the

financial vulnerability and exposure of different community groups within the local government area.

Key points of note of the report include:

e  Tenterfield Shire Local Government Area has some of the lowest rates amongst NSW large rural Councils. The
average residential rate is in the bottom five of average residential rates for all NSW large rural Council's.

e  Council's total rates revenue as a percentage of total operating expenditure, for the LGA is only 16%, well below
most comparable Councils. This is a strong indication that Council's rates are below the level required to service
the community.

e  Tenterfield Shire Council has a relatively low proportion of outstanding rates at 4.4% (2021) and 4.0% (2022), ranking
5th amongst all large rural councils compared to Office of Local Government benchmark of 10%. This provides a
strong indicator of both capacity and willingness to pay.

e  High proportion of fully owned homes (50%) relative to NSW regional averages, and relative low values when it
comes to monthly mortgage repayment.

e  However, Tenterfield Shire Local Government Area experiences significant levels of disadvantage.

Council acknowledges the disadvantage within the community when bringing rates revenue up to levels required to

fund our services similar to other large rural councils. Council proactivelydmonitors its outstanding rates and will

continue to proactively review its hardship policy to support the needs of the community.
CONCLUSION:

Council has an obligation to act in a financially responsible mannerforthe short, medium and long-term benefits of the

Shire. Tenterfield Shire Council's current forecast operating deficits showssignificant losses over the next ten years.

Council has continued to improve operations and make ‘efficiency gains, however, with increased costs it can no longer

maintain service levels without an increase in.income.
An SRV of 43% a year for two years would address Council's.current forecasted operating deficits.

Council undertook a significant engagement pfocess. The cocmmunity engagement undertaken through Council's CSP
process and the SRV process_hasishown strong opposition to an increase in rates however it also showed a strong
opposition to service reductions. The survey also showed a level of dissatisfaction with current service levels related to

roads and transport and‘a preference to see no increase or a decreased percentage increase in rates.

Council considered the commuhity's capacity to pay and notes that the shire:

e has high proportion of fully owned homes (50%) relative to NSW regional averages,

e hasrelative low values when it comes to monthly mortgage repayment,

e hasarelatively low proportion of outstanding rates at 4.4% (2021) and 4.0% (2022), ranking 5th amongst all large rural
councils compared to Office of Local Government benchmark of 10%. This provides a strong indicator of both
capacity and willingness to pay, and

e  Council will seek to work with those who have less capacity to pay and will continue to monitor and update Council's

hardship policy to be a policy that works for the Shire.

Council's application is designed to maintain current service levels into the future and ensure Council remains financially

sustainable into the future.

THE TSC STORY

The purpose of the SRV is to:
to improve Council's financial sustainability by addressing a significant operating deficit in the general
fund, and
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create a platform that will lead to Council's long term financial sustainability that will:

e. enable maintenance related to general fund activities to be completed as required by
Council's asset management plans,

f.  provide capacity to respond to the demands from the community for improved
maintenance,

g. reduce a heavy reliance upon grant funding for asset renewals, and

h.  provide capacity to manage the impacts of new assets generated from grant funded assets
and natural disasters

No Council wants to place additional financial burden on its residents and ratepayers and the Tenterfield
Shire Council (TSC) is no different, however, Council also has a responsibility to manage its assets and
financial position appropriately.

In considering making an application for a Special Rate Variation (SRV), Council has reviewed its recent
actual operating results, the current year forecasted operating loss and the revised forecasted operating
losses into the future as outlined in Council's adopted Long-Term FEihancial Plan (LTFP).

Council also considered the feedback from the community and in particulanthe ability to deliver decent
roads and reasonable services based on Council's income

In recent years Council's general fund had a '‘Net operating result for the year before grants and
contributions provided for capital purposes’ of:

e $750,000 deficit for the 2019/2020 financial yearpand

e $3.75m deficit for the 2020/2021 financial year,

Whilst Council had a result of a surplus of $887,000 for the 2021/22 financial year, this included an
additional 25% Financial Assistance Grants (FAGS) of @pproximately $1.4m and an advanced payment of
Disaster Recovery Funding Agreement (DRFA) of $1:8M. Without the additional FAGS and DFRA funding
the result would have been a-deficit of approximately $1.1m.

Council on 25 May 2022 adopted its ten year Long-Term Financial Plan as part of the Integrated Planning
and Reporting Framewaork (Resolution 98/22). The plan forecasts a ‘Net Operating Result before Grants
and Contributions provided for Capital purposes' deficit range between $3.5M and $5.7M in the general
fund for the next ten years without a special rate variation.

With this in mind, and noting Council's current financial position, Council has little option but to increase its
revenue or significantly reduce costs through service reductions to close the financial gap of continuing
forecasted operational deficits. The community engagement undertaken through Council's CSP process
has shown strong opposition to service reductions and a preference to see no increase or a decreased
percentage increase in rates. In combination, these views result in a financially unsustainable Council. Even
with additional income proposed, the current inflationary environment may make it difficult to achieve
current service levels used to forecast the increase in income for the application.

This significant challenge is forecasted as a result of:

- Upgraded core infrastructure assets for Council as a result of grant funded works (e.g. replacing timber
bridges with concrete bridges, and widening and sealing of Mount Lindesay Road);
New and upgraded community assets (e.g. public toilets, playgrounds and community halls);
The increased cost of asset replacement;
Increasing cost of managing grants applications and acquittals; and
Increased costs due to meeting regulated requirements (e.g. audit costs, emergency services levy, and
ongoing disaster recovery management).
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For Council to address this type of operating result it has four options available to it. These are:
- Reducing service levels,
Sell and/or dispose of assets that will reduce the associated on-going expenses,
Increase income raised through rates, user fees and charges,
A combination of the above options.

The Independent Pricing and Regulatory Tribunal of NSW (IPART) is responsible for setting the amount by
which Council may increase its general income, which mainly comprises rate income. This increase is
known as the rate peg.

Council's income base from rates is fixed. Any increase is limited to an annual ‘rate peg’' amount set by the
State Government. The rate peg for 2022/23 is 0.7% which is much lower than obligated expense increases
(e.g. award wage increases). The rate peg for 2023/2024 determined by IPART is 4.2% for Tenterfield Shire
Council. In real terms, the cost to deliver services and maintain community,assets to current service levels
increases above the rate peg amount each year, compounding the impact on Council's financial position
over a number of years leading to the need for additional income,

Councils are under constant pressure to deliver the same semvices for less whichiis an unsustainable model.
This includes mandatory requirements and costs assogiated with'it to function as a Local Government
entity. Tenterfield Shire Council has very limited opportunity, t6 materially increase own source revenue
and as a result an increase in rates, combined avith furtheroperational efficiencies, is the most viable
solution for a financially sustainable Council.

How much does Council need:

Based on current service levels, known asset data‘and Council's current estimated forecast operating
result, the gap in the General Fund between.what Council should be spending on assets, compared to
current budgets is currently approximately $4.5m per annum.

This deficit has the potential to be reduced by capital grant income that can be used to offset any
operational works, but'currently grant funds do not generally allow for undertaking operational works and
council is not aware of any.¢hanges coming to change this.

It is also important to note thatthis value does not include any funds to address the backlog of works
(approximately $15 million, with the largest areas being roads and buildings).

Council applied for and received an SRV in 2013/14. This application made allowances for $47 million+ of
service level reductions and deferrals of renewals. As a result of this, adjusting service levels will adjust
the value of increased income required, however based on current known data there is not enough
capacity to cover the full amount through efficiency gains alone.

Background
Council has made significant efforts to improve operations and deliver services to the community without
increasing rates over a number of years.
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As far back as 2015, the following points were noted in the IPART Report — Assessment of Council Fit for
the Future proposals October 2015¢

e We find Armidale Dumaresq Council (Armidale), Tenterfield Shire Council (Tenterfield), Uralla Shire
Council (Uralla) and Walcha Council (Walcha) are not fit for the future. Armidale does not meet the
scale and capacity criterion nor the financial criteria overall. Uralla and Walcha do not meet the scale
and capacity criterion but meet the financial criteria overall. Tenterfield meets the scale and capacity
criterion but does not meet the financial criteria overall®.

e Tenterfield was presented with only one option - to remain a stand-alone council in a New England
JO. The council would prefer to stand alone within the Northern Rivers JO. We assessed it as meeting
the scale and capacity criterion as its proposal is consistent with the identified option. However, it did
not meet the financial criteria overall because:

o Its operating performance ratio is -7.2% in 2014-15. To achieve the benchmark by 2024-25 it
proposes a cumulative SV from 2018 over seven years of 31.5% above the rate peg (50.4%
including the rate peg). In addition to an SV approved in 2014 of 43% above the rate peg, this
assumption represents combined increases over 11 years of 99% above the rate peg, which
we consider is unreasonable.

o  Even with this additional revenue it would not meet the infrastructure backlog ratio which is
forecast to be 3.8% in 2019-20 which is above the benchmark of less than 2%.

o  With a small, stagnant population and a Socio-Economic Indexes for Areas rating in the
bottom decile of the state, it has limited scope to inérease its revenue to improve its financial
performance.

e  The council meets the criterion for efficiency based onyits forecast for real Opex per capita to reduce
over the period®.

In the years since the 2014 SRV, Council has continued to make efficiency gains and absorb newly added
costs to Council without seeking to raise rates. Thereshave been multiple restructures, changes to
functions, reduced management and in a number of scenarios.reduced service levels driven by resource
constraints.

Tenterfield Shire Council is now at afpoint where further cost reductions will no longer allow Council to
meet the service levels expected'under legislation.and by the community.

Over the last several yearsiand asiecently as March 2022 as part of the quarterly budget review process
Council resolved:

‘le) That a plan be developed to increase operational income and further reduce operational
expenditure as per previousdiscussions and comments in Council Reports, may include a Special Rates
Variation request with a view to returning Council's operating position to surplus.” (resolution 103/22).

As at 30 June 2022 Council's Own Source Operating Revenue was 32.79% which is significantly below the
Office of Local Government benchmark of greater than 60%. This indicates that Tenterfield Shire Council is
highly dependent on external grants and contributions for operational purposes.

¢ https.//www.ipartnsw.gov.au/Home/Industries/Local-Government/Reviews/Fit-for-the-future/Review-of-Local-
Council-Fit-For-The-Future-proposals/20-Oct-2015-Final-Report-excluding-Council-Assessments/Final-Report-
excl-Council-Assessments-Assessment-of-Council-Fit-for-the-Futu-1?timeline_id-5888

4 Page 69 in the above mentioned IPART document

¢ Page 365 of 496 in the above mentioned IPART document
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The current Council was elected in December 2021 and inducted in mid - January 2022 and initially
conducted a community consultation process as part of the Community Strategic Plan in late January 2022,
to understand community needs and expectations of Council. Due to the compelling nature of Council's
financial position, a report was put to an extraordinary meeting of Council on 7 February 2022. The printed
recommendation of this paper was:

OFFICER'S RECOMMENDATION:

That Council:

(1) Receive the report on Application for Special Rate Variation 2022/23 and 2023/24.

(2) Proceed with a permanent Special Rate Variation application for the purpose of maintaining existing
services, enhancing financial sustainability, and funding infrastructure maintenance and renewal.

(3) Make an application to the Independent Pricing and Regulatory Tribunal (IPART) under section 508A
of the Local Government Act 1993 for increases to the ordinary rate income of 34% in 2022/23
(including the rate peg) and 34% in 2023724 (including the rate peg)srepresenting a total cumulative
increase of 79.56% over the two-year period, to be a permanent increase retained within the rate base.

(4) Note the additional community consultation to be undertaken in February 2022 outlined in the body
of the report and request the Chief Executive respond tothe submissions made.
(5) The Chief Executive present a further report to Council priorto the 7th March 2022 that will include:
a. A report on the additional community consultation,
b. A copy of the final submission to IPART consisting of application form Part A Special Variation
and application form Part B Special Variation,
c. Clearly demonstrate any changes from theinitial submission
(6) Authorise the Chief Executive to undertake any necessary minor administrative or editorial changes
to the submission to IPART, and
(7) Consider the implementation of the Special Rate Variation (if successful) during the deliberations of
Council's Community Strategic Plan, Delivery Program, Operational Plan and budget commencing for
the 2022723 financial year.

With the new Council.and noting the new Council had not had the opportunity to undertake further
community consultation, Council resolved at that meeting:

THAT COUNCIL:

1. Receive the report on Application for Special Rate Variation 2022/23 and 2023/ 24.

2. Determine not to proceed with a permanent Special Rate Variation application for the 2022./23 financial
year for the purpose of maintaining existing services, enhancing financial sustainability, and funding
infrastructure maintenance and renewal.

3. Request the Chief Executive Officer advise IPART of Councils decision not to proceed with a permanent
Special Rate Variation application for the 2022/23 financial year,

4. Request the Chief Executive Officer bring back a report outlining the process to consider an SRV
application for the 2023/24 financial year detailing further options and an operational efficiency review,
and

5. Acknowledge that without an SRV in the 2022/23 financial year, service levels to the community will be
impacted until the budget deficits are resolved.

Following this meeting, a second round of community consultation was held in April 2022 across the Shire,
with attendance at these events higher than at previous consultations due to the inclusion of the Special
Rate Variation scenario in the LTFP to address community expectations.
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Council resolved on 27 July 2022 to commence community engagement to support an application to
IPART for a proposed Special Rate Variation comprising of a permanent increase of 43% (including rate
peg) in 2023/24 and 43% (including rate peg) in 2024/25, representing a cumulative increase of 104.49%
using the current rating structure to determine yield.

Community consultations and information sessions were held in September 2022 where Council
requested community feedback and provide face to face meetings with executive staff to go through
concerns and/or comments regarding the Special Rate Variation.

Additionally, several Councillor Workshops have been held between January 2022 and September 2022
discussing community feedback and the impact of Special Rate Variation on Council's financial
sustainability and the impact on community.

Whilst there is no denying that a rise of 104.49 % over two years is significant, when comparing how this
would bring TSC's income in line with other comparable Councils the b
for Council's income is reasonable compared to other similar Counci

tables show the end result

Comparison of rates to similar Councils

enterfield Shi
information comes from the NS\

The following table shows the general rates comparisons f uncil to other similar
Councils from the 2019/20 financial year. Except for the

YourCouncil site (https://www.yourcouncil.nsw.gov.au).

The first row - Total Annual $ Rates Income 202 was sourced from the various

Councils revenue policies.

Total Annual
$ Rates
Income
2022/23

$7.727.500 $7.496,521 $8,485,498

No of
assessments

5,078 5,256 5214 3,120

Average $736.50
Ordinary

$624.50 $1,080 $824 $722.30 $781.80 -$157
Residential

Rate

Average $93970
Ordinary $1,280 $1,368 $1800  $1346  $157570 -$206
Business Rate

Average $4293.50
Ordinary
Farmland
Rate

$1,569.20 $1,897 $3.001  $5565  $2,992.10 $1,423
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NB: This table does not outline the water, sewer and wastexcharges

The SRV proposed is focused on Councildbeing able to'fund asset maintenance and renewal.

Average $93.000
Ordinary $900
Mining Rate

- 1,394
Roads - total 1689
length
Public Halls 9 12
Public 5 3
libraries
Public 2
swimming 1
pools
Equivalent 117
Full Time 112
Staff (EFT)
Population 6.593 7.903
Area (km2) 7.322.8 50822

N/a

1,211

117

8,796

35842

N/a

1171

129 ‘

/

8,871

5480

N/a
2,059 1734
9 6
2 2
2 2
1 115
5.353
9.259.7

45

The SRV timeframe proposed has_been driven by the need to achieve an increase in revenue in a short

period. This is to ensure that Councibhas sufficienticash to fund renewal and maintenance of its assets that

have been under pressure due to natural disaster in recent years, and prolonged reduction in maintenance

and renewal due to budget constraints.

The cash management difficulties are associated with grant expenses compared to the timing of the

income and Council's lack of reserves. The extra financial burdens include, but are not limited to:

1.

2.
3.
4.
5.
6.

The rate peg for the 2023724 financial year (4.2% for the FY 2023/24) which will not cover Council's
exponential increase in operating expenditure due to high inflation primarily driven by economic

conditions,
Additional audit and internal costs,

Rising emergency services levy costs,

Cost shifting proposed by State Government to Tenterfield Shire Council by transferring Rural Fire
Service assets and associated depreciation to Council,
Increasing inflationary pressures, including but not limited to cost of materials, transport and contract

cost, and

Real declining value of Financial Assistance Grants by the Commonwealth to Council.

With this in mind, and noting Council's current financial position, Council has little option but to increase its

revenue or significantly reduce costs through service reductions to close the financial gap of continuing

forecasted operational deficits.

The community engagement undertaken through Councils CSP process has shown strong opposition to

service reductions and a preference to see no increase or a decreased percentage increase in rates.

In combination, these views result in a financially unsustainable Council.
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Even with additional income proposed, the current inflationary environment will make it difficult to
achieve current service levels used to forecast the increase in income for the application.

Councils are under constant pressure to deliver the same services for less which is an unsustainable model.
This includes mandatory requirements and costs associated with it to function as a Local Government
entity. Tenterfield Shire Council has very limited opportunity to materially increase own source revenue
and as a result an increase in rates, combined with further operational efficiencies, is the most viable
solution for a financially sustainable Council.

This significant challenge is forecasted as a result of:

Upgraded core infrastructure assets for Council as a result of grant funded works (e.g. replacing timber
bridges with concrete bridges, and widening and sealing of Mount Lindesay Road),

New and upgraded community assets (e.g. public toilets, playgrounds and community halls),

The increased cost of asset replacement,

Increasing cost of managing grants applications and acquittals, and

Increased costs due to meeting regulated requirements (e.g. audit costs, emergency services levy, and
ongoing disaster recovery management).

=
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For Council to address this type of operating result it has four optiehs available to it. These are:
1. Reducing service levels,

2. Selland/or dispose of assets that will reduce the associated on-going expenses,

3. Increase income raised through rates, user fees and charges,

4. A combination of the above options.

The Independent Pricing and Regulatory Tribunal of NSW (IPART) is responsible for setting the amount by

which Council may increase its general income, Which mainly. comprises rate income. This increase is
known as the rate peg.

Council's income base from rates is fixediAny increasé is limited to an annual ‘rate peg' amount set by the
State Government. The rate peg for 2022/23 is 0.7% which is much lower than obligated expense increases
(e.g. award wage increases). The fate peg for 2023/2024 determined by IPART is 4.2% for Tenterfield Shire
Council. In real terms, the cost to deliver'services and maintain community assets to current service levels
increases above the rate pegamount each year, compounding the impact on Council's financial position
over a number of years'leading to the needfor additional income.

How much does Council need:

Based on current service levelsknown asset data and Council's current estimated forecast operating
result, the gap in the General Fund between what Council should be spending on assets, compared to
current budgets is currently approximately $4.5m per annum.

This deficit has the potential to be reduced by capital grant income that can be used to offset any
operational works, but currently grant funds do not generally allow for undertaking operational works.

This value does not include any funds to address the backlog of works (approximately $15 million, with the
largest areas being roads and buildings).

Council applied for and received an SRV in 2013/14. This application made allowances for $47 million+ of
service level reductions and deferrals of renewals. As a result of this, adjusting service levels will adjust the
value of increased income required, however based on current known data there is not enough capacity
to cover the full amount through efficiency gains alone.

The Proposed Increase:

A Special Rate Variation (SRV) of 43% in FY 2023/2024 and a 43% Special Rate Variation in Financial Year
2024/2025, resulting in a compound (accumulative) impact of 104.49%.
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This will result in an additional income of approximately $2.081M in the financial year 2023/24 and a further
$2.976M in financial year 2024/25 providing an additional income from rates of $5.057M over two years.
This will be in addition to Council's current rate income of approximately $4.8M per year.

Proposed rate model outlining Average Rates per assessment. Please note this model is calculated based
on unimproved land values with the 2019 base year. Council is due to receive the new unimproved land
value in November-December 2022 which may alter the average rate calculation per category.

Overall, it is estimated that:

e  Average residential rates will increase by $5 per week over what they would under normal rate
increase in 2023/2024. There will be a further average rise of $8 per week in 2024/2025 compared to
the normal rate increase.

¢ Farmland rates are estimated to increase by an average of $12 in the first SRV year, and a further $18
per week in the second year.

e Business rates are estimated to increase by an average of $7 per week in the first SRV year, with the
second year expected to see a further average increase of further $10 per week.

This additionalincome will be spent on the maintenance of Council asséts. Based on the current information

at hand the distribution of this additional income will be as follows;

e 75% of additional income - Roads, Transport, Stormwater and Drainage.

e 15% of additional income - Buildings Renewal and Mainténance

e 10% of additional income - Other assets (e.g. swimming pool, parks and open spaces)

With this, Council will ensure:

e Improved financial sustainability by reducing the GenerallFund operating deficit,

e Provide additional funding to meet asset renewabfunding requirements,

e Improve Council current cash position (unrestricted cash),and

e Meet compliance obligations under the Local Government Act 1993 and other forms of legislation.

What is Council doing to minimise the impact on ratepayers and residents

In addition to the above discussionito saise income via a rate rise, Council has already commenced
significant efficiency measuresiand reduction in operational expenses. This is reflected by Council currently
undertaking organisational structurabchanges to align skills and qualifications of employees to better align
with service delivery and organisational requirements. This includes redeployment and internal transfers
of employees in consultation with employee, which has also reduced services in some areas.

Council has kept the concernsf ratepayers at the forefront of transparent decision making whilst
balancing the challenging financial situation council currently faces and will face in the future.

In March 2022, IPART allowed Council to conduct an Additional Special Variation for 2022/2023 of 1.8%.
However, Council on 27 April 2022 resolved not to proceed with the additional special rate variation of 1.8%
for 2022/23 financial year (Resolution 81/22) allowed under IPART, considering that the community
engagement had commenced through the IPR Process and flagged the need for the SRV for FY2023/2024
onwards.

Since the 2014/15 SRV and up to more recent times the changes, cost reductions and improvements to

Council operations have included:

e  Councillors not taking superannuation during this term of Council,

e Review possibility of combining services to maximise facilities and staff (e.g., Visitor Information Centre
and Arts centre),

e Undertaking expressions of interest for the leasing of facilities that may be open to commercial
possibilities (e.g. Saleyards, Aerodrome),

e  Council's treatment of Rural Fire Service assets in its financial statements.
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Feedback from Community Engagement:

Council undertook community engagement sessions in April 2022:

Following the sessions held in April and the finalisation of Councils IP&R documents for the 2022/23

financial year, a report was presented to Council on 27 July 2022 for the commencement of further

community consultation — Special Rate Variation 2023/24 and 2024/25. At that meeting it was resolved:

That Council:

(1)  Receive the report on Commencement of Further Community Consultation relating to an application
for a Special Rate Variation 2023/24 and 2024./25.

(2) Commence community engagement to support an application to IPART for a proposed Special Rate
Variation comprising of a permanent increase of 43% (including rate peg) in 2023/24 and 43%
(including rate peg) in 202425, representing a cumulative increase of 104.49% using the current rating
structure to determine yield.

(3) Receive a further report in November 2022 that will include:

a.  Areport on the additional community consultation,

b.  Adraft application to the Independent Pricing and Regdlatory Tribunal (IPART) under section
508A of the Local Government Act 1993 for an increase toithe ordinary rate income, following
the finalization of the community engagement process.

The report mentioned in (3)a above was presented to Council at its ordinary meeting held 26 October 2022.

Council undertook the following engagement sessions in September and October 2022:

Date Location Attendance
Saturday 3 September Tenterfield RS memorial hall, 102 people signed in
Saturday 24 September Urbenville Community Halby 13 people signed in
Saturday 24 September Legume,Community Hall 3 people signed in
Monday 26 September Mingoola Community Hall 19 people signed in
Saturday 1 October Drben_ville Community Hall 26 people signed in
During the August, Septemberand October engagement Council undertook the following:
9. Media releases and Media
10. Dedicated spaceon Councils website https://www tenterfield.nsw.gov.au/tenterfield-shire-council-
proposed-rate-rise=information
The website includes:
e Details of the application
e Frequently Asked Questions
e An online calculator to allow ratepayers to calculate the proposed rate rise -
https.//www tenterfield.nsw.gov.au/calculate-your-proposed-rate-rise
e Explanation by the Mayor of Councils current financial  position -
https.//www tenterfield nsw.gov.au/mayoral-message-councils-loans-cash-and-
investments
e Atimeline for the process -
https.//www tenterfield.nsw.gov.au/content/uploads/2022/08/SRV-Timeline-for-
\Website-1.png
e Rates comparison table -
https.//www tenterfield.nsw.gov.au/content/uploads/2022/08/Rate-Rise-Website-Tiles-
1.png
e Invitation to attend community forum
- https://www .tenterfield.nsw.gov.au/content/uploads/2022/08/Leaflet.pdf
11.  Councils bi-annual customer satisfaction survey with dedicated SRV related question
12. One on one appointments with community members
13. Response to questions raised for the community forum
14. Acceptance of submissions made through the process
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Overwhelmingly the people who engaged with Council through Community Engagement Information
Sessions or through submissions were against a Special Rate Variation.

The feedback related to how Council were in a position to consider a Special Rate Variation and concerns
around the community's capacity to pay, particularly for ratepayers on fixed incomes.

Many agreed that the road and infrastructure network require greater maintenance and renewal, however,
as demonstrated in the Customer Satisfaction Survey the community regards ‘soft services' such as
Cinema, Museum, Library, Park, Playgrounds and Cemeteries very highly and do not want a reduction in
these services.

Customer Satisfaction Survey:

As part of Council's biennial Community Satisfaction Survey 2022 undertaken between 7 August 2022 and
19 August 2022, 300 residents were surveyed on the requirement for a Special Rate Variation. The following
results indicated that the majority of those surveyed did not support a Special Rate Variation.

The Special Rate Variation was opposed by 81% of residents surveyed, while 5% supported it. 26% of
residents surveyed agreed that without the Special Rate Variation,Some Council services will need to be
reduced or removed.

In the same survey, residents showed a clear dissatisfagtion with the condition of Council's transport

services as displayed in the below table with:

e only 17% of people satisfied with the sealed road network (increasing to 41% if you include neutral
responses),

e only 10% of people satisfied with the unsealed road network (increasing to 30% if you include neutral
responses), and

e only 11% of people satisfied with the maintainingof local roads (increasing to 27% if you include neutral
responses).

The survey also showed that theré has been a decline in the overall satisfaction levels with Council's
services over the past few years depending on the service area.

As previously mentioned, the community, engagement undertaken through Council's CSP process has
shown strong opposition to service reductions and a preference to see no increase or a decreased
percentage increase in rates with concerns around the community's capacity to pay, particularly for
ratepayers on fixed incomes:

The engagement was also very.clear though, that people did not want a reduction in service levels. Many
agreed that the road and infrastructure network require greater maintenance and renewal, however, as
demonstrated in the Customer Satisfaction Survey the community regards ‘soft services' such as Cinema,
Museum, Library, Park, Playgrounds and Cemeteries very highly and do not want a reduction in these
services.

In combination, these views result in a financially unsustainable Council. Even with additional income
proposed, the current inflationary environment will make it difficult to achieve current service levels used
to forecast the increase in income for the application.

The full community engagement report, including the detailed submissions, including details of false
claims made on social media regarding the special rate variation can be seen in the Council business paper
and associated documents for the 26 Council 2022 Council meeting
(https.//www.tenterfield.nsw.gov.au/your-council/council-committee-meetings/council-business-
papers).
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Tenterfield Shire Council Ratepayers Capacity to Pay

Council understands that the community does not want to pay more for services, and Council does not
want to charge more however it also has an obligation to act in a financially responsible manner for the
short, medium and long-term benefits of the Shire.

Council engaged an independent firm Morrison Low to undertake a Capacity to Pay assessment to
understand the potentialimpact on the community if the SRV was accepted, to ensure Council can maintain
existing service levels into the future.

The report provides an analysis and evaluation of relative wealth and financial capacity; and looks at the
financial vulnerability and exposure of different community groups within the local government area.

The report can be seen on Council's website at
https://www tenterfield.nsw.gov.au/content/uploads/2022/10/Attachment-3-Tenterfield-SC-Capacity-
to-Pay-Report-Final.pdf

Key points of note of the report include:

e Tenterfield Shire Local Government Area has some of the lowest rates, amongst NSW large rural
Councils. The average residential rate is in the bottom five of average residential rates for all NSW large
rural Council's.

e Council's total rates revenue as a percentage of total operating expenditure, for the LGA is only 16%,
well below most comparable Councils. This is a strongiindication that Council's rates are below the
level required to service the community.

e Tenterfield Shire Council has a relatively low proportion of outstanding rates at 4.4% (2021) and 4.0%
(2022), ranking 5th amongst all large rurall councils:compared to Office of Local Government
benchmark of 10%. This provides a strong indicator'of both capacity and willingness to pay.

e High proportion of fully owned homes (50%) relative to NSW regional averages, and relative low values
when it comes to monthly mortgage repayment.

e However, Tenterfield Shire Local GoverimentArea experiences significant levels of disadvantage. This
is demonstrated through indicaters’ such as equivalised household income, which measures the
economic resources available to'a standardised household (77% of the LGA within the lowest two
quartiles) and SEIFAC (Socio-Economic, Indexes for Areas) index, which rank the LGA in the 11"
percentiles whenameasuring socio-economic disadvantages and advantage. This means that 11% of
Australia's suburbhave a SEIFA index lower than this are (more disadvantaged), while 89% are higher.
Individuals in social housing are unlikely to be impacted by a change in rates.

Council acknowledges the disadvantage within the community when bringing rates revenue up to levels
required to fund our services similar to other large rural councils. Council proactively monitors its
outstanding rates and will continue to proactively review its hardship policy to support the needs of the
community.

CONCLUSION:

Council understands that the community does not want to pay more for services, and Council does not
want to charge more however it also has an obligation to act in a financially responsible manner for the
short, medium and long-term benefits of the Shire. This has been demonstrated by the multiple rounds
of community engagement and the degree to which Council operations have been reviewed.

The community engagement undertaken through Council's CSP process and the SRV process has shown
strong opposition to service reductions, a level of dissatisfaction with current service levels related to
roads and transport and a preference to see no increase or a decreased percentage increase in rates.

In Tenterfield Shire Council's current financial position and in the current operating environment with
increasing inflationary pressures and significant challenges accessing staff, maintaining service levels
without increasing income will result in a financially unsustainable Council.
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Council has continued to improve operations and make efficiency gains, however, with increased costs it
can no longer maintaining service levels without an increase in income.

Council rates make up a low proportion of Council's overall income base (total rates revenue as a
percentage of total operating expenditure, for the LGA is only 16%, well below most comparable
Councils) and Tenterfield Shire Local Government Area has some of the lowest rates amongst NSW large
rural Councils. The average residential rate is in the bottom five of average residential rates for all NSW
large rural Councils.

The shire has high proportion of fully owned homes (50%) relative to NSW regional averages, and relative
low values when it comes to monthly mortgage repayment.

Tenterfield Shire Council has a relatively low proportion of outstanding rates at 4.4% (2021) and 4.0% (2022),
ranking 5th amongst all large rural councils compared to Office of Local Government benchmark of 10%.
This provides a strong indicator of both capacity and willingness to pay.

Council will seek to work with those who have less capacity to pay and will continue to monitor and
update Council's hardship policy to be a policy that works for the Shire.

Reporting requirements SV compliance

In the text box propose SV compliance requirements in addition to those in the IP&R
documentation that the council feels are appropriate for,this application (if relevant).

Nil

Table 10 Criterion 6-attachments

Council- Page
assigned number  Name of document references?
44 Loan register - shows capital project loans undertaken Attachment 44,
Loan register,
page 1
1 Asset-Management-Strategy-REVISED-MARCH-2022-Final
27 Ordinary-Council-Meeting-Agenda-23-March-2022 IPR documents Pages 87-104
placed on exhibition
28 Unadopted-Minutes-Ordinary-Council-Meeting-Wednesday-23-March- ~ Pages 9-10
2022
29 Agenda-Ordinary-Council-Meeting-Wednesday-27-April-2022 - Pages 8, 158-162
confirmation of minutes from 23 March 2022 meeting
30 Agenda-Ordinary-Council-Meeting-25-May-2022 IPR documents Pages 283-288
adopted
31 Adopted-Signed-Minutes-Ordinary-Council-Meeting-25-May-2022 Pages 6-7

Special Variation Application Form Part B Page | 100



Criterion 6 - Other relevant matters

32 Addendum-Agenda-Wednesday-26-October-2022-No-Attachments

36 IPART _Final_Report_- Pages 21, 69-70,
_Assessment_of_Council_Fit_for_the_Future_Proposals_- 110, 355-356
_October_2015

37 lg_determination_- Pages 7-15
_tenterfield_shire_councils_application_for_a_special_variation_for_201
4-15

40 Rating Structure Model 43% 2023-2025 as at 30062022 Valuations Entire document

41 Rating Structure Model 4.2% 2023-2024 as at 04092022 Valuations Entire document

a. If document is only relevant in part.
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Council certification and contact information

Councils must submit a declaration in the specified form. It should be completed by the General
Manager and the Responsible Accounting Officer.

Certification of application

Prepare a document in the form indicated below, sign, scan and attach as a public supporting
document.

Application for a Special Rate Variation

To be completed by General Manager and Responsible Acc Office
Name of council: Tenterfield Shi ouncil
We certify that to the best of our knowledge the inform provided in this application is correct

and complete.

General Manager (hame): aryl ngham

Signature and Date:

Responsible Accounting e):  Roy Jones

Signature and Date:

Note: These signatures will be redacted before publication of the application.
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Council contact information

IPART's formal contact with the council will be with the General Manager.

During the assessment period, IPART officers are likely to contact the council with detailed
queries about the application and supporting documents. Councils should provide details of the
primary contact for such inquiries where this person is a council officer who is not the General
Manager. Council officer contact details will be redacted before publication of this application.

General Manager

General Manager contact phone 02 6736 6000

General Manager contact email d.buckingham@tenterfield.nsw.gov.au

Note: These contact details will be redacted before publication of the application.

Primary council contact

Council contact phone Roy Jones
Council contact email rjones@tenterfieldfisw.gov.au

Council email for inquiries about the  rjones@tenterfieldnsw.gov.au
SV application

Note: These contact details will be redacted before publication®f the,application.

Secondary council contact

Council contact phone Kylie Smith

Council contact email ksmith@tenterfield.nsw.gov.au

Council email for inquiries t th rjones@tenterfield.nsw.gov.au
SV application

Note: These contact details will be redacted before publication of the application.
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List of attachments

List of attachments

To complete (adding rows as necessary):

e Assign an identifying number and/or letter to each document.

¢ Name each document.

e Check the box to indicate that it is being submitted with the application.

List of attachments to the council's application

Is the document

Council- included in the
assigned application as
number Name of attachment submitted?
Mandatory forms/attachments
2 Application Form Part A (Excel spreadsheet)
3 Application Form Part B (this Word document) O
Council resolution to apply for the for the minipaum rate inerease variation O
Certification O
If applicable for Description and.Context Question 4
N/a Instrument for expiring special variation O
N/a OLG advice confirming calculation of amountto be removed from the council's [
general income
If applicable for Description and Context Questions 5 and 6
N/a Declaration of complianee with conditionsiin past instruments (if applicable) O
N/a Relevant instrument(s) forpast special variations (if applicable) O
N/a Evidence®f compliance Wwith cenditions in past instruments (if applicable) O
Mandatory public supporting material (i.e. to be published on
IPART's website)
4 Community StrategiefPlan - Relevant extracts O
5 Delivery Program - Relevant extracts O
9 Long Term Financial Plan with projected (General Fund) financial statements O
(Income, Cash Flow and Financial Position) in Excel format
35,45, 46 Consultation material, e.g. copies of media releases, notices of public O
meetings, newspaper articles, fact sheets used to consult on rate increase and
proposed special variation.
17,18, 19, 20, Community feedback (including surveys and results if applicable), O
21,22, 23,35
34 Willingness to pay study (if applicable) O
8 Hardship Policy O
Other public supporting material
1 Asset Management Strategy / Plan(s) (if applicable) O
5 Operational Plan for 2021-22 (i.e. not for 2022-23) (if applicable) O
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List of attachments

Council-

assigned

number Name of attachment

N/a (OLG NSW Treasury Corporation report on financial sustainability

report #49 (if applicable) Nil - Office of Local Government Financial Performance Review

and 50) Letter and Analysis.
Confidential supporting material (i.e. not to be published on IPART's
website)

23 Community Consultation 3rd Round - Confidential IPART

Is the document
included in the
application as
submitted?

O
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Important information

Submitting online

Applications must be submitted through the Council portal by close of business on
Friday, 3 February 2023.

o Afile size limit of 10MB applies to the Part B Application Form.

e For supporting documents (Attachments) a file size limit of 400MB applies to
public documents, and another 200MB to confidential documents.

Confidential content

nt) on our website.
t which disclose the

We will publish all applications (excluding confidential ¢
Examples of confidential content are those parts of a

content where possible, or clearly ma

Publishing the council's application

to access.
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