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[bookmark: _Toc411530299][bookmark: _Toc412798908]Executive Summary 
[bookmark: _Toc412798909]Overview
Blue Mountains City Council is making this application to IPART with a view to securing the funding our City requires to be financially sustainable, reverse the decline in the City’s $1 billion worth of built infrastructure and be Fit for the Future. Put simply, projected available funding over the next 10 years is not sufficient to maintain, let alone improve, existing service levels. This was confirmed in the Council’s integrated planning work and by TCorp in their review of Council’s base case forecasts. [footnoteRef:1]  TCorp concluded that:  [1:  See Attachment 4 – TCorp Financial Assessment and Benchmarking Report on Blue Mountains City Council   (27 March 2013, pages 4 and 5)
] 


“Capital expenditure is significantly below the levels required to maintain an acceptable asset base because of insufficient funds” and that the Council’s “Operating Ratio is far below benchmark in all forecast years and is not expected to improve substantially if current trends continue.” 

However, much of the existing infrastructure in the City was built many decades ago, often with the support of capital funding from other levels of government. This infrastructure is now reaching the end of its life or in need of significant renewal. For many years there has been underfunding of required asset renewal and maintenance resulting in an infrastructure funding backlog of $183 million which exposes the City to growing risk and liability, which cannot be ignored.[footnoteRef:2] The Council estimates that 21% of our $1 billion worth of built assets are currently in poor condition and this will increase to 37% by 2024 without corrective action and a rebalancing of service levels.  [2:  The Bring to Satisfactory (BTS) measurement following community consultation is condition 3 and shown in Section 3.3.7 – Revised Schedule 7.   This shows a BTS of more than $183 million at 30 June 2014 with an Infrastructure Backlog Ratio of 0.19.  This is consistent with Councils Resourcing Strategy and community engagement.  However, it is less than OLG’s recommended condition 2 measurement, which if applied, would result in the Blue Mountains having a BTS of $671 million. 
] 


The Council has worked hard to deliver the best possible services to the community, efficiently and within available funding. To address the City’s financial challenges the Council has taken initiative in developing a comprehensive Six Point Strategy for Financial Sustainability. Key strategies include taking action to: 1. Avoid Shocks, 2. Balance the Budget, 3. Manage Borrowings Responsibly, 4. Increase Income, 5. Review and Adjust Services in Consultation with Community and 6. Increase Advocacy and Partnerships. This application is an integral component supporting achievement of many of these strategies. 

Over the past four years the Council has assessed the needs of the community and the City through comprehensive integrated planning, including extensive conversations with the community in 2010, 2012 and 2014 on how best we can achieve acceptable and affordable levels of service.  This application reflects the outcomes of this work. It forms part of a carefully planned two stage approach to phasing in special variations, developed in close consultation with the community taking into consideration capacity and willingness to pay.  The first stage has been successfully implemented with community support through continuation of an existing infrastructure variation in 2013/14. This application now delivers the second stage, providing additional income to improve overall service levels through reversing the decline in built infrastructure through funding required renewal and maintenance. 

Additional income from the variation will also target other high priority areas consistently identified by the community over the last four years. These include: improving our capacity to prepare and respond to emergencies such as the declared natural disasters experienced with the 2012 wind storms and the devastating October 2013 bushfires; protecting and restoring the natural environment and maintaining the gains already made through continuation of an existing Environment Levy; and improving services to community so that we have better facilities and programs to support the well-being of the general community and in particular, those most in need.  
This special variation application forms an integral component towards achieving the Council’s community endorsed and adopted Integrated Plans, including the Community Strategic Plan - Sustainable Blue Mountains 2025, the 10-year Resourcing Strategy and the four year Delivery Program. 
The Council has been consistently neutral on the trade-off between service reduction and revenue increases, until the community engagement process was complete.  Community response to Resourcing Our Future has been overwhelming. Over 4,300 public submissions were received with a clear majority supporting Option 1: Service Levels Improved (55%), the basis of this application. This result was reinforced by an independently conducted survey of ratepayers (64% indicating medium to high support for Option 1), and in each of the five Area Community Workshops conducted across the City with 58% supporting Option 1 (see Attachments 6a, 6b, 6c). 
The Council decision to select Option 1 as the basis for this application reflects the majority support of the community for this option from the engagement process. Other factors considered include that this is the option which best supports the City being Fit for the Future and reversing the decline in the built infrastructure. This option, in combination with other financial sustainability strategies, is the only one that supports achievement of a sustainable Operating Result over the next 10 years. 

The Council considered the extensive community support for reinstating the existing Environment Levy (special variation) due to expire in June 2015. This was evidenced from public submissions received and from the rate payer survey where 77% of survey respondents stated they had a high level of support for continuation of this Levy and another 10% medium support. 

In making this application, the Council also took into consideration the results of a comprehensive assessment indicating that the Blue Mountains community does have capacity to pay the additional proposed rates, evidenced through a range of measures and benchmarks in Section 5. This Section also outlines the Council’s solid track record and ongoing commitment to proactively supporting ratepayers experiencing hardship through a range of initiatives including: negotiated affordable repayment plans; aged and disability support services connecting the most vulnerable to other supporting agencies; Council working with other agencies such as the Mental Health Team and the Aged Care Assessment Team to support development of Care Plans and strategies for addressing outstanding rates; provision of pensioner rebates; and in some circumstances writing off or reducing accrued interest; and referral to financial advisory services. 

The Council has been acutely aware of the need to provide affordable services that meet the assessed needs of community in the most efficient and cost effective way. It has given major focus to ensuring provision of best value services through ongoing continuous reviews of service delivery (see Section 7.1).  Significantly, a recent efficiency improvement adopted by the Council in December 2014 has reduced recycling contract costs by approximately $30 per residential ratepayer per annum. This saving (reducing the Domestic Waste Management Charge) will take effect from 1 July 2016 (see Section 5.2.1, Capacity to Pay Measures, Item j).  

Ongoing monitoring of all costs and charges will continue as part of Councils commitment to continuously review its services in line with its adopted best value service provision framework. 

In summary, taking into consideration the assessed needs of the City and the community, this application represents the most cost effective option for achieving long term sustainability and is also the expressed choice of a majority of the community engaged through the Resourcing Our Future process.
[bookmark: _Toc411530300][bookmark: _Toc412798910]Making the City Fit for the Future 
Geography – Unique, Special and Expensive 
Located on the western fringe of Sydney, the City covers a very large area of 143,000ha with 70% forming part of the Greater Blue Mountains World Heritage Area.  Only 11% of land area is available for settlement. The City comprises 27 towns and villages spread over a narrow ridgeline of 100km of mountainous terrain that generally applies to the main transport corridor from the Sydney basin to the western plains. With an estimated population of 78,000, the City had the lowest population growth of all council areas in Greater Sydney (1.5%) between 2001 and 2011.

The Blue Mountains is an area of outstanding natural value. It is one of only two cities in the world surrounded by a designated World Heritage Area and sits within the Sydney drinking water catchment servicing 3.7 million people. Its World Heritage status and inclusion into Tourism Australia’s National Landscapes Program is recognition of the iconic nature and natural antiquity of the area, its biological and geological diversity, exceptional beauty and the cultural and spiritual values it holds. With the UNESCO World Heritage Listing, come inherent responsibilities, liabilities and costs for our community. The City’s proximity to the National Park and the geography also increases the City’s exposure to natural disasters and associated risks. 

The unique topography and ribbon development has resulted in the City of Blue Mountains having a very high ratio of infrastructure per resident compared to most other urban councils. This is caused by duplication of services and facilities across 27 towns and villages and the need to service tourists. Despite the City’s fringe location relative to Sydney, there is also a high expectation from the community for urban service levels. This has resulted in an infrastructure portfolio developed over more than 50 years that exceeds Councils revenue capacity to maintain and which is steadily deteriorating towards the end of its life and in need of maintenance, renewal, upgrade and in some cases replacement.  

This application has culminated from four years of engagement with the community on service levels and the trade-off between reducing the amount of assets and increasing revenue. This is in addition to the commitment of the Council to ongoing efficiency measures to ensure available funding is smartly targeted to best value service delivery, risk mitigation and management and reduced long term operating and life cycle costs.


The Cost of Custodianship
The Council is responsible for managing $1 billion worth of built assets and significant natural assets that underpin the identity of the region. The natural environment supports a range of terrestrial and aquatic ecosystems including 10,000ha of bushland, 300km of creeks, 20ha of open freshwater bodies, 500ha of Endangered Ecological Communities, and habitats for at least 90 rare and threatened species, some of which are found nowhere else in the world. The majority of Council’s natural assets form a critical buffer between the characteristic ribbon, ridge-based urban development of the City and the Greater Blue Mountains World Heritage Area. They are therefore subject to significant and on-going depreciative processes. The Blue Mountains is one of only two cities in the world surrounded by a designated World Heritage Area, and is the only council in NSW with the classification ‘urban, fringe, large’. 

Being surrounded by a World Heritage Area and forming the catchment for Sydney’s drinking water, presents additional costs to the Council and the community in responsibly managing impacts of development on the environment, protecting and conserving internationally recognised natural values, and protecting drinking water. Furthermore, the condition of these assets is inextricably linked with the cultural values vested in these landscapes by the Gundungurra and Darug peoples. 

A failure to protect and invest in our natural assets presents a risk not only to biodiversity and the associated resilience to climate change, but also to the local jobs, economy, and our future as a vibrant, sustainable City. 
The Cost to Manage Risk 
Having close to one quarter (21%) of all built assets in poor condition, and a projection that this will increase to 37% by 2024, means that without turning around the decline in built infrastructure, the Council will face significant exposure to risks with inherent exposure to costs.

As highlighted by the devastating October 2013 bushfires, the Blue Mountains is one of the most bushfire-prone areas in Australia and is subject to major storm, wind, ice and snow events. This presents significant responsibilities and costs in managing and mitigating the impact of such natural disasters, likely to be exacerbated by climate change. The Council as a major land owner has statutory obligations it must meet in responsibly managing Bush Fire Asset Protection Zones (APZ’s) protecting more than 1,100 houses directly exposed to fire risks across the City and 63km of fire trails.

The lengthy ribbon-like settlement pattern across the City has created an extensive interface with the surrounding National Park, accentuating the requirement for managing bushfire risk as well as urban development impacts on internationally significant bio-diversity. Recent class actions after the Victorian bushfires, and a current class action resulting from the Blue Mountains 2013 bushfires, has identified the need for the responsible authorities (including the Council) to actively manage the risks attached to their asset ownership. BMCC is required to establish and implement a program of asset protection zones and maintained fire trails on its land. 

Similarly, the Council as land and asset manager has significant risks to assess and manage in association with its network of walking tracks and lookouts (detailed in Attachment 10, pages 117-118) referred to elsewhere. In addition, access of visitors, residents, fire fighters and other emergency workers to the National Park is via Council-owned walking tracks, lookouts and fire trails, posing additional risk management challenges and responsibilities on the Council. 


City of Blue Mountains Local Government Area
[image: ]
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Economic Benefits and Costs 
The City of Blue Mountains is one of the most highly visited tourist destinations in Australia, with over 3 million visitors a year. The Greater Blue Mountains World Heritage Area is promoted by the Australian Government as one of 16 national landscapes that are a “must see” nature tourism destination and Council-managed bushland, waterways, walking tracks and lookouts, are among the most popular gateways to the region. 

The Blue Mountains natural environment is extensively used by local residents and visitors for sightseeing, bushwalking, cycling, rock climbing, canyoning and other outdoor pursuits. Furthermore, 80% of all international visitors cite “Australia’s natural environment” as their main motivation for visiting. This adds immeasurably to the local, regional, state and national economy. Tourism contributes $560 million annually to the local economy alone and supports over 5,000 local jobs.  

While tourism creates jobs and supports the economy, it also creates significant financial challenges and risks to be ameliorated. There is a strong expectation that assets such as bushland and waterways will be managed to a high level of integrity and be in a healthy, biologically functional condition. There is also the cost of renewing and maintaining a $58 million network of natural area visitor facilities, including over 120km of walking tracks, 85 lookouts and other natural area visitor facilities. 
[bookmark: _Toc411530301][bookmark: _Toc412798911]What the community said
Importantly, the Council has taken a neutral stance on how best to achieve acceptable and affordable levels of service for the City, instead implementing an extensive engagement process to hear the voice of the community on three alternative options for Resourcing Our Future, including:

· Option 1: Service Levels Improved – we reverse the decline in the City’s  $1 billion worth of built assets and have greater capacity to manage risks and fund required maintenance and renewal, prepare and respond to emergencies, continue to look after the environment and improve services to the community including those most in need. This Option includes a special variation increase of 6.6% in 2015/16 (including rate peg), to reinstate the Environment Levy followed by three annual increases of 9.6% (including rate peg) from 2016/17 to 2018/19 with additional funding remaining permanently in the rate base. 

· Option 2: Service Levels Maintained – we stabilise the proportion of the City’s built assets in poor condition at 21% and maintain existing capacity for preparing and responding to emergencies, looking after environment and servicing community.  With just under one quarter of all built assets in poor condition, funding will be targeted to managing risks with possible closure or removal of unsafe facilities. This Option includes a special variation increase of 6.6% in 2015/16 (including rate peg), to reinstate the Environment Levy followed by three annual increases of 7.4% (including rate peg) from 2016/17 to 2018/19 with additional funding remaining permanently in the rate base.

· Option 3: Service Levels Reduced – under this Option built assets in poor condition increase from the current 21% to 37% by 2024. Priority focus is on managing risk, including closure and removal of unsafe facilities. Capacity to respond to emergencies such as bushfires and to protect the environment is reduced. This Option includes no special rate variation, expiry of the existing Environment Levy after June 2015 and rates increasing by the annual rate peg.

Over 4,300 public submissions were received from the engagement process expressing views on which of these three options they preferred (see Attachment 6a). This represents the largest number of submissions ever received from a public exhibition and engagement process on any issue for the Council. 

Analysis of submissions indicated clear majority support for Option 1 – Service Levels Improved – the basis of this application. In particular, 55% (2,355) of all submissions supported Option 1, while 23% (1,004) supported Option 2 and 20% (880) supported Option 3 (with 2% providing comments only). A total of 78% (3,359) of all submissions supported either Options 1 or 2, and of these 70% were in favour of Option 1. 

The pattern of majority support for Option 1 was also evident in the results of five independently facilitated and documented Area Community Workshops, conducted across the City, with 58% of participants supporting Option 1, 36% Option 2 and 6% Option 3 (see Attachment 6c). 

An independently conducted survey of 504 randomly selected ratepayers was also implemented. This survey asked respondents who had read an information package on Resourcing Our Future, how supportive they were firstly of each option individually, and then which of the three options for Resourcing Our Future they most supported. Close to two thirds or 64% indicated they had medium to high support for Option 1 and in terms of which option was most preferred of the three - 49% supported Option 1, 36% Option 2 and only 15% Option 3 (see Attachment 6b).  

In summary, the community has indicated it wants the Council to address the City’s significant infrastructure funding backlog and reverse the decline in the built assets so overall service levels can improve through having less assets in poor condition. Further, the community has indicated support for continuing environmental protection and restoration programs, for improving emergency preparedness and for improving services to the community. 
Community perceptions on Council Performance 
Significantly, while the Council has been engaging extensively with the community over the past four years on how best we can achieve acceptable and affordable levels of service, during the same period community satisfaction with the Council’s overall performance and value for money service delivery has been improving. This is evidenced in Table 1.1 below which shows key results over the period 2010-2014 from the annual independently conducted BMCC Community Survey assessing resident satisfaction with Council performance and service delivery. [footnoteRef:3]  [3:  BMCC Community Survey Reports can be viewed on the Council’s website at: www.bmcc.nsw.gov.au/yourcommunity/communitysurvey ] 


 Table 1.1: 	Results of Independently Conducted Annual Community Surveys Assessing Resident Satisfaction with Council Service Delivery (2011 – 2014)
	
	Mean Performance Ratings
(out of 5 where 1 is very dissatisfied and 5 is very satisfied)
	

	Key Performance 
Area Assessed
	2010
N= 1008
	2011
N= 502
	2012
N =1030 
	2013
N= 504
	2014
N= 505
	 Change
2013-2014

	Overall satisfaction with 
Council performance
	3.23
	3.21
	3.43
	3.42
	3.60
	[image: ]

	Overall satisfaction with 
Councillor performance
	2.88
	3.34
	3.09
	3.23
	3.45
	[image: ]

	Overall satisfaction with 
Staff performance
	3.81
	3.93
	3.87
	3.89
	3.91
	[image: ]

	Value for money for rates 
	3.34
	3.03
	3.26
	3.27
	3.47
	[image: ]



N = survey sample size

[bookmark: _Toc411530302][bookmark: _Toc412798912]Preliminaries
[bookmark: _Toc411530303][bookmark: _Toc412798913]Focus on Integrated Planning and Reporting
Councils must identify the need for a special variation to their General Fund’s rates revenue as part of their Integrated Planning and Reporting (IP&R) process.[footnoteRef:4]  The IP&R documents will need to be publicly exhibited and adopted by the council prior to it submitting its application to us.  Also refer to section 6 for a more detailed explanation. You should refer to these documents to support your application for a special variation where appropriate. [4:  	The OLG’s October 2014 Guidelines and the IP&R Manual outline this link between the special variation and the IP&R process.] 

The key IP&R documents are the Community Strategic Plan, Delivery Program, Long Term Financial Plan and, where applicable, the Asset Management Plan.  A council’s application may also include supplementary and/or background publications used within its IP&R processes.  
[bookmark: _Toc411530304][bookmark: _Toc412798914]Key purpose of special variation
At the highest level, indicate the key purpose(s) of the special variation by marking one or more of the boxes below with an “x”.

	Maintain existing services
	X


	Enhance financial sustainability
	X


	Environmental services or works
	X


	Infrastructure maintenance / renewal
	X


	Reduce infrastructure backlogs
	X


	New infrastructure investment
	


	Other – Emergency preparedness and response
	X


	Other – Improve services to community
	X




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


Purpose of Special Rate Variation Application
The Council is seeking a special variation increase of 6.6% in 2015/16 (including rate peg), followed by three annual increases of 9.6% (including rate peg) from 2016/17 to 2018/19 with additional funding remaining permanently in the rate base. 
The major purpose of this application is to improve overall financial sustainability of the Council and reverse the decline in the City’s $1 billion worth of built assets by addressing the significant asset funding backlog. Additional income obtained would be spent on required asset renewal and maintenance as well as efficiency initiatives that reduce operating and whole of life cycle asset costs. 
This application also includes continuation of the existing Environment Levy, due to expire in June 2015, on a permanent basis. This will support protection and restoration of the natural environment, conservation programs and required renewal and maintenance of natural area visitor facilities. It will enable significant gains made over the previous 10 years of the Levy, to not be lost.
This special variation application also seeks to fund a number of confirmed community priority areas including:
· Improving emergency preparedness and response to natural disasters such as bushfires; 
· Improving services to the community through investing in better renewal and maintenance of community and recreation facilities as well as funding community development programs  that support social well-being for the general community and those most in need.
Table 2.1 shows in more detail the key service delivery areas that would benefit from the special variation funding subject to annual assessment of risks needing to be addressed. The financial allocation against these areas is detailed in Part A Worksheet 6 of this application. This expenditure focus has been determined through four years of community needs assessment and comprehensive service and asset planning in consultation with community (see Section 3.1.1). 

While funding has been allocated to specific program areas, as outlined to the community, funding will also need to be targeted to managing identified risks so as to support overall improvement in the condition of the built assets. The funding of asset renewal and maintenance aims to support service levels improving overall through reducing the proportion of the Council’s $1 billion worth of built assets in poor condition from the current 21% to 17% or less by 2024. 

The Council’s Service Dashboards: Summary Service & Asset Plans document (see Attachment 10), is a key tool updated annually, guiding responsible management of services and assets, including best value resource allocation and responsible risk management. 


Table 2.1: Key Service Delivery Areas Benefiting from the Special Variation 
	PURPOSE
	SERVICE DELIVERY EXPENDITURE AREA

	
ACHIEVE 
BETTER BUILT INFRASTRUCTURE
 
· Reverse the decline
 
· Address the infrastructure funding backlog

	
Transport & Public Access (Operational & Capital)
· Renewal and maintenance of the sealed road network - funding shortfalls and matching funding for Roads to Recovery program
· Road shoulder work required to prevent overall deterioration of roads and improved storm water management
· Renewal of ageing bridges
· Footpath renewal priorities
· Legislatively required bus stop disability access upgrades

Water Resource Management (Operational & Capital)
· Storm water management infrastructure

Town Centres, Economic Development & Tourism
· Improving town centre maintenance regimes
· Town centre public domain infrastructure improvement programs
· Public toilet upgrades in town centres
· Building cleansing
· Tree management

Other (including operational buildings, asset management)
· Improve building maintenance, renewal & safety compliance
· Information technology upgrades including disaster recovery systems

	
CONTINUE TO PROTECT & RESTORE THE ENVIRONMENT

· Maintain and build on  gains already made from past investment

· Retain capacity to leverage additional funding from other levels of government 
	Natural Environment 
· Clean creeks and waterways - restoration of water ways and water quality monitoring, storm water, urban run-off and pollution control
· Protection & restoration of bush land – bush care and land care programs
· Wildlife habitat restoration and protection of rare and unique animal and plant species
· Statutory and non-statutory weed control and management
· Community engagement, partnerships, education
       
 Natural Area Visitor Facilities 
· Walking tracks and lookouts renewal and maintenance
· Improvements to natural area visitor facilities
· Resolving high risk issues identified through asset planning

	IMPROVE EMERGENCY  PREPAREDNESS & RESPONSE
	Emergency Management 
· Disaster & emergency management preparedness & response 
· Bushfire impact preparedness and prevention - Asset Protection Zone high priority works
· Improved cyclic maintenance of Council’s 160km of fire trails

	
IMPROVE
SERVICES TO COMMUNITY

· Renew and maintain facilities

· Support community well-being initiatives and programs
	Community Development Programs
· Community and cultural development programs to improve social outcomes for general community and in particular, those most in need

Community Facilities
· Renewal, maintenance and operation of community & cultural facilities including  community centres, halls, youth facilities, child care facilities, neighbourhood centres and other community facilities
· Rehabilitation of cultural and community assets

Sport and Recreation Facilities & Programs 
· Renewal and maintenance of priority recreational sporting surfaces, parks, equipment, buildings, toilets and parking 
· Park revitalisation program
· Aquatic & Leisure Centres - swimming pool renewal, maintenance and infrastructure priorities
· Sporting and recreational facility operations


	
ENHANCE OVERALL FINANCIAL SUSTAINABILITY

· So we can be Fit for the Future and resource implementation of our Community Strategic Plan – Sustainable Blue Mountains 2025 

· Address the asset funding backlog – so we can fund required renewal and maintenance 

· Improve the Operating Result over  5-10 years

	Contribute to the implementation of community endorsed Integrated Plans :
· Community Strategic Plan – Sustainable Blue Mountains 2025 priority objectives, strategies and action areas
· Resourcing Strategy 
· Long Term Financial Plan including Six Point Strategy for Financial Sustainability
· Asset Management Strategy and Plans 
· Workforce Management Strategy 
· Service Dashboards: Summary Service & Asset Plans
Provide funding to invest smartly in targeted efficiencies, cost savings, productivity and revenue initiatives
· Efficiency and cost containment initiatives targeting reduction in operating costs and whole of life cycle costs and service improvements







Steps Undertaken in Reaching A Decision To Make An Application
Key steps undertaken in reaching the decision to make this special rate variation application include:
a) Consideration of the results of four years of comprehensive Integrated Planning and community engagement on how best to achieve affordable and acceptable levels of service
Over the last four years the Council has assessed the needs of the community and the City through Integrated Planning, including conversations with the community on how best to achieve affordable and acceptable service levels. 

Three major rounds of integrated planning and community engagement have been implemented in 2009/10, 2012/13 and most recently, 2014. In each of these periods the needs of the community were extensively assessed through research and analysis, Area Community Workshops, targeted consultation with specific needs groups, community surveys, rate payer surveys, public exhibition of Integrated Plans and calls for submissions.

Supporting this work has been comprehensive service and asset planning including the development of the Council’s Service Dashboards: Summary Service and Asset Plans tool (see Attachment 10).The Service Dashboards present a summary of the Council’s 10 year strategic service and asset planning relative to each service activity area. In the case of the most recently updated Service Dashboards, they detail how the three options for Resourcing Our Future impact on service levels in terms of the condition of built assets (where relevant), the functionality or fitness of the service to deliver on its purpose and the capacity / utilisation of the service. 

The information in the Service Dashboards is presented against the six Key Directions of Sustainable Blue Mountains 2025 and of the Council’s four year Delivery Program including:

· Looking After Environment
· Using Land
· Moving Around
· Looking After People
· Sustainable Economy 
· Civic Leadership

The critical issue identified in the Service dashboards and through Integrated Planning implemented since 2010, is that projected available funding over the next 10 years is insufficient to maintain, let alone improve, existing levels of service. This challenge is detailed in the Resourcing Strategy (see Attachment 13, Parts 3 and 4). For many years there has been significant underfunding of required asset renewal and maintenance as evidenced in the Building and Infrastructure Renewals Ratio and Assets Renewal Ratio detailed in Section 3.3 of this application. The impact of this underfunding is also clearly shown in the Service Dashboards.

Through integrated planning and community engagement processes since 2010, the community has clearly expressed the requirement for the financial sustainability of the Council and the City to be improved. This is clearly articulated in the community endorsed Community Strategic Plan – Sustainable Blue Mountains 2025 (see Attachment 1), which has been shaped by an extensive program of community engagement, research and needs assessment. Under Objective 6.1 of the plan, the following strategies were endorsed:
a. Strengthen the financial sustainability of the Council through implementing the Long Term Financial Plan and its strategies

b. Engage with  the community to achieve affordable and acceptable levels of service – including possible renewal of the existing environment levy and further rate variations to enable delivery of priority projects

The Council’s Delivery Program 2013-2017 incorporating the Operational Plan 2014-2015  further articulates the need for this, stating:
	“In 2013, community engagement on the update of the Community strategic Plan – Sustainable Blue Mountains 2025, confirmed as a priority that the Council continue its focus on improving its financial sustainability through implementing six financial strategies including further engaging community in 2014 on possible further special variation to rates and continuation of the existing Environment Levy…..

	What Will Happen Next
· The Council will develop a number of different options in considering a special variation to rates.
· These options will present the various scenarios for not increasing or increasing rates revenue, how this will be allocated to services and what this will mean for the long term financial sustainability of the Council and levels of affordable service delivery.
· The community will be presented with these options later in 2014 and the Council will provide a range of ways for community to have their say, including a call for submissions through a public exhibition process.
· The elected Council will then decide on a preferred option.
· If the preferred option is to apply for a special variation to rates, the council will submit its application in February 2015 to the Independent Pricing and Regulatory Tribunal.”
                                    
(2013-2017 Delivery Program and Operational Plan 2014-2015, page 24)

b) Implementing Council’s Six Point Financial Strategy
Another key step in reaching the decision to apply for this special variation has been the fact that it forms an integral component of the Council’s Six Strategies for Financial Sustainability (also referred to as the Six Point Strategy). These strategies were developed in consultation with community, as part of the update of the Community Strategic Plan and the Council’s 10 year Resourcing Strategy in 2012/13. 

As shown in the diagram below, this application forms part of Strategy 4: Increase Income and Strategy 5 Review and Adjust Services (re-balance service levels in consultation with community). It is the second part of a comprehensive two-staged approach developed for increasing revenue, through two special rate variations, phased in over time to take into account timing of major rating structure reform, community views on acceptable and affordable levels of service and the capacity of residents to pay. The first stage was achieved in 2013 with community endorsement for continuing an existing special variation for infrastructure following a comprehensive community engagement and public exhibition process. The second stage (this application), included re-engaging the community in 2014 on options for Resourcing Our Future.

Section 3.1.3 provides an overview of each of the six strategies shown below.
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c) Consideration of TCorp Financial Assessment of BMCC 
The underfunding of required expenditure on asset renewal and maintenance was  confirmed by TCorp in their 27 March 2013 Financial Assessment and Benchmarking Report on Blue Mountains City Council (see Attachment 4), where they stated in their key observations on the Council’s 10 year base case forecast for its General Fund that: 

“In the current LTFP, the forecast capital expenditure is significantly below the levels required to maintain an acceptable asset base because of insufficient funds. Net assets are forecast to decline over the forecast period indicating a deterioration in the Council’s asset base.” (TCorp, 2013:5)

TCorp specifically highlighted the importance of the Council’s financial strategies for increasing revenue and restricting loan funding. They made the following comments in their report: 

When analysing the financial capacity of the Council we believe Council will not be able to incorporate any further loan funding in addition to the already forecast loans….
Council to consider seeking extensions of the SRV [special rate variation] and Environmental Levy, which are critical to the Council’s debt repayment abilities (TCorp, 2013:5).

d) Consideration of Results of Resourcing our Future Community Engagement (detailed in Attachments 6a, 6b, 6c)
The Council decision to proceed with Option 1 was after it had fully considered the views of the community. The decision to proceed with this application is a result of the overwhelming community response (4,312 submissions received) to the Resourcing Our Future community engagement process. Just under 80% of these submissions supported the Council proceeding with a special rate variation (either Options 1 and 2). 

Option 1 was supported by a majority of respondents within each of the three major engagement methods:

· 55% of the 4,312 public submissions received
· 49% of telephone survey respondents supported Option 1 as their preferred choice of option relative to the three options– and when asked their views on just Option 1 in itself, 64% of those surveyed indicated medium to high support for Option 1 (see Attachment 6b, Table 4.1, page 14)
· 58% of Area Workshop participants 

e) Consideration of Existing Environment Levy due to expire June 2015
In 2005 the Council was successful in obtaining approval for a s508(2) special variation (known as the Environment Levy) to address issues posing serious threat to the Blue Mountains environment and World Heritage Area including: 
· Uncontrolled stormwater runoff causing erosion, sedimentation and reduced water quality from pollutants (also impacting Sydney’s water catchment)
· Weed invasion
· Loss of biodiversity of global significance
· Failing on-site sewerage systems
· Issues at former landfills in Blackheath and Lawson
· Localised flooding impacting the natural environment
· Degraded and unsafe natural area visitor facilities (walking tracks, lookouts, camp sites)

In consultation with the community, the Council assessed the impact on the environment, the community and the economy of not proceeding with the Environment Levy, and determined the critical need to continue the current expenditure into the future on a permanent basis. Section 3.1.1 further details the assessed need for this. 

Significantly, the telephone survey of ratepayers asked respondents how supportive they were of the Environment Levy continuing beyond June 2015. 77.4% indicated high support and a further 10.3% medium support (see Attachment 6b, Table 3.1, page 13).

f) Comprehensive review of impact on rates and capacity to pay
Finally, a key step in the decision making process has been an extensive assessment of the impact of the three funding options on ratepayers, including capacity to pay. This assessment, detailed in the Resourcing Strategy 2014-2024 (Attachment 13, Sections 2.6 and 2.7), and summarised in Section 5 of this application, included comprehensive research and analysis of:

· The socio-economic status of residents in the Blue Mountains and relative to other local government areas including:
· The SEIFA Index of Relative Disadvantage (IRSD)
· Household income 
· Unemployment 
· Mortgage and rental stress
· Demographic characteristics
· Comparative data on provision of services, facilities and infrastructure in the Blue Mountains and other areas taking into consideration the size of the area and population density
· The Council’s financial hardship policy and other forms of assistance provided to ratepayers  
· A comparison of rating levels of Blue Mountains relative to other council areas 
· Consideration of the fact that the City of Blue Mountains is unique and not comparable to other councils in NSW. It is the only Council in NSW and one of only four nationally classified as Category 12 Urban fringe Large (UFL) under the Australian Classification of Local Governments (ACLG) system, which classifies councils according to the degree of urbanisation and population size.

Overall, there is sufficient evidence from the comparative rating impact review, assessment of the unique challenges and requirements of the City of Blue Mountains, assessment of socio-economic characteristics and assessment of the results of community engagement, that the Blue Mountains community has the capacity, and most importantly, the willingness to pay additional rates relative to this application. 

Recognising that some ratepayers will be challenged in meeting additional rate payments, as detailed in Section 5 the Council is fully committed to supporting these people through its:

· Hardship Relief Policy (Attachment 7)
· Special Consideration process
· Arrangements to Pay Agreements
· Aged and Disability Officer support and referral to other agencies facilitating development of Care Plans and affordable arrangements to address outstanding rates
· Pensioner Concession Rebates, 
· Referral to Financial Advisory and other welfare services.

In addition, in resolving to proceed with Option 1, the Council also resolved on 9 December 2014 (Min. No. 1254):

“That the Council receives a report on the Council’s Hardship Relief Policy and any other relevant policies for the purpose of identifying options to ensure that ample consideration is extended to low income and pensioner rate payers.”
Council Resolution to Seek Special Rate Variation

Following an extensive and comprehensive community engagement process on options for Resourcing Our Future, at the Ordinary Meeting of Blue Mountains City Council on 9 December 2014, the Council resolved (see Attachment 8)  to approve the making of an application to IPART under s508(A) of the Local Government Act for:

Option1: Service levels Improved – A special rate variation of 6.6% in 2015/16 (including rate peg) to reinstate the Environment Levy on a permanent basis followed by three annual increases of 9.6% (including rate peg) from 2016/17 to 2018/19 with additional funding raised remaining permanently in the rate base. 

Nine out of 12 councillors voted in favour of Option 1 and of the three voting against, two spoke in favour of the Option 2 special rate variation.

The Council also reflected on the long process of engagement and resolved to acknowledge the “substantial community responses” to the community engagement and to the public exhibition on options for Resourcing Our Future. 

Many Councillors spoke at length about the importance of supporting the Council’s adopted six strategies for achieving financial sustainability, including this special variation, which combined with the other strategies and actions, sets the City on a sustainable path and enables achievement of Sustainable Blue Mountains 2025 action priorities.

Table 2.2: Document Reference for Executive Summary and Preliminaries Section
	Attachment No.
	Document

	1
	Relevant extracts from Community Strategic Plan 

	3
	Long Term Financial Plan 2014-2024

	4
	TCorp Financial Assessment on Blue Mountains City Council

	6a
	Outcomes of Resourcing Our Future Community Consultation 

	6b
	Report on Resourcing our Future Telephone survey

	6c
	Report on Resourcing Our future Area Community Workshops 

	8
	Resolution to Apply for a Special Variation

	10
	Service Dashboards: Summary Service & Asset Plans 

	13
	Resourcing Strategy 2014-2024

	15
	Community Survey Results 2009-2014





[bookmark: _Toc304287283][bookmark: _Toc366160409][bookmark: _Toc412798915]Capital expenditure review
You should complete this section if council is undertaking major capital projects that are required to comply with the OLG’s Capital Expenditure Guidelines, as outlined in OLG Circular 10-34.  A capital expenditure review is required for projects that are not exempt and cost in excess of 10% of council’s annual ordinary rates revenue or $1 million (GST exclusive), whichever is the greater.  
A capital expenditure review is a necessary part of a council’s capital budgeting process and should have been undertaken as part of the Integrated Planning and Reporting requirements in the preparation of the Community Strategic Plan and Resourcing Strategy.

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


	If Yes, has a review been done and submitted to OLG?
	Yes |_|
	No 


	
	
	




[bookmark: _Toc412798916]Assessment Criterion 1: Need for the variation
Criterion 1 within the OLG Guidelines is:
The need for and purpose of a different revenue path for the council’s General Fund (as requested through the special variation) is clearly articulated and identified in the council’s IP&R documents, including its Delivery Program, Long Term Financial Plan and Asset Management Plan where appropriate.  In establishing need for the special variation, the relevant IP&R documents should canvass alternatives to the rate rise.  In demonstrating this need councils must indicate the financial impact in their Long Term Financial Plan applying the following two scenarios:
Baseline scenario – General Fund revenue and expenditure forecasts which reflect the business as usual model, and exclude the special variation, and
Special variation scenario – the result of approving the special variation in full is shown and reflected in the General Fund revenue forecast with the additional expenditure levels intended to be funded by the special variation.
Evidence to establish this criterion could include evidence of community need /desire for service levels/projects and limited council resourcing alternatives.
Evidence could also include the assessment of the council’s financial sustainability conducted by the NSW Treasury Corporation.
The response to this criterion should summarise the council’s case for the proposed special variation.  It is necessary to show how the council has identified and considered its community’s needs, alternative funding options (to a rates rise) and the assessment of its financial sustainability as conducted by the NSW Treasury Corporation (TCorp).
The criterion states that the need for the special variation must be identified and clearly articulated in the council’s IP&R documents especially the Long Term Financial Plan (LTFP) and the Delivery Program, and, where appropriate, the Asset Management Plan (AMP).  The purpose of the special variation should also be consistent with the priorities of the Community Strategic Plan (CSP). 
[bookmark: _Toc366160406][bookmark: _Toc411861135][bookmark: _Toc412798917]Case for special variation - community need
Summarise and explain below:
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 and which other options were examined, such as changing expenditure priorities or using alternative modes of service delivery.
Why the special variation is the most appropriate option.  For example, typically other options would include introducing new or higher user charges and/or an increase in council loan borrowings, or private public partnerships or joint ventures.
How the proposed special variation impacts the LTFP forecasts and how this relates to the need the council identified. Our assessment will also consider the assumptions which underpin the council’s LTFP forecasts.
In addressing this criterion, you should include extracts from, or references to, the IP&R document(s) that demonstrate how the council meets this criterion.  
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
The Council has identified and considered community needs informing this application in a range of ways including:
a) Four years of integrated planning and reporting and associated community engagement;
b) Comprehensive service and asset planning; and
c) Analysis of annual Community Survey results.
Details of these approaches are provided below.
a) Four years of Integrated Planning and Reporting including community engagement on service levels

Section 2.2.2 (a) above has already provided a summary overview of the Council’s integrated planning and community engagement on affordable and acceptable service levels over the past four years. 

In 2010 a comprehensive community engagement program on affordable levels of service was implemented as part of the Council’s Integrated Planning process and the update of the Community Strategic Plan. This process resulted in community endorsement for a special variation to rates that raised $5.5 million over 2010-2013 to maintain and renew built infrastructure and community assets.
In 2012/13 an extensive community engagement program was implemented to again update the City’s Community Strategic Plan - Sustainable Blue Mountains 2025 (SBM2025) and the Council’s 10 year Resourcing Strategy. Over 2,500 residents, special needs groups, local organisations and agency representatives were consulted through focus groups, meetings, workshops, surveys and the Our City Our Future Community Forum held in February 2013. This engagement confirmed the importance of the City improving its overall financial sustainability and addressing its asset funding challenges through implementing a Six Point Strategy for Financial Sustainability (see Section 3.1.3). 

Attachment 1 provides relevant extracts from the Council’s Community Strategic Plan updated in 2013 that link with this special variation application, including: 
· The SBM2025 objectives and strategies that support the Council seeking this special rate variation as part of its strategies for improving financial sustainability, achieving sustainable services, assets and infrastructure and protecting the Blue Mountains natural environment;
· Evidence of the community engagement informing the update of the Plan;
· Evidence of community priorities relative to:
· Maintaining and renewing built infrastructure and assets
· Protecting and restoring the natural environment.
· Improving emergency preparedness and response
· Improving services to the community.

In February 2013, again with majority community endorsement, the Council submitted a successful application to IPART for continuation of the 2010 special variation.  A comprehensive program of community engagement in 2012-2013 on service levels and community priorities supported this.

In 2014, the Council implemented an extensive review of affordable levels of service against three different financial scenarios as detailed in the Long Term Financial Plan (see Attachment 3) and in the Service dashboards (see Attachment 10). The community was then engaged on three Options for Resourcing our Future (see Section 4.1). The Council sought the views of the community on how best the City could achieve affordable and acceptable levels of service provision into the future.  

The identified community needs and priorities emerging from all of the above IPR related  consultation has informed this application and the update of the Council’s Resourcing Strategy 2014-2024  (Attachment 13) and Supplementary Delivery Program (Attachment 2).
b) Service and Asset Planning
The Council has implemented comprehensive service and asset planning to identify community needs and enable the community to consider define affordable levels of service that can be achieved against alternative financial scenarios and funding options. 

As previously mentioned, this has resulted in the development of a set of Service Dashboards (see Attachment 10) which summarise for each service area of the Council the impact of available funding – and in particular the three different options for Resourcing Our Future - on service levels. 

The Service Dashboards are a companion document to the Resourcing Strategy exhibited and then adopted by the Council. The Dashboards have supported community engagement on affordable service levels, particularly in the Area Community Workshops (see Attachment 5c: Area Workshops Presentation).

The sections below present sample extracts from the Service Dashboards relative to each of the priority expenditure areas for the special variation application including:

· Reversing the decline in Built Infrastructure
· Protecting and restoring the Natural Environment 
· Improving Emergency Preparedness and Response
· Improving Services to Community

(i) Reversing the decline in built infrastructure 
As shown in the Service Dashboard excerpt below, it is estimated that 21% of the City’s $1 billion worth of built assets (roads, bridges, footpaths, stormwater drainage, community and recreation facilities etc.) are in poor or very poor condition. This is estimated to increase to 37% in poor condition by 2024 without corrective action. 

Over time, this underfunding of renewal and maintenance has resulted in widespread and gradual deterioration in built asset condition and the need for a priority focus on managing risk, including closure and removal of unsafe infrastructure/ facilities. 



Overall Condition of Built Assets - Service Dashboards page 10 [Attachment 10]
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Transport and Public Access Service Example
The Council’s Transport and Public Access Service, includes provision of 681km of sealed roads and related transport infrastructure accounting for 63% of the total value of the Council’s $1 billion worth of assets. A key Objective in the Community Strategic Plan is that the “The City has a safe, well designed and maintained network of roads.” The community has consistently identified improving roads as a key priority for the City, in Area Workshops and community surveys (see Attachment 15). 

However, a key risk identified through asset planning has been:  “road deterioration and / or failure due to weathering, age,  road base subsidence from the non-funding of the annual road reseal program resulting in increased localised road failures including pot holes, uneven road surface, erosion and sediment run-off.” 

As shown in the pie charts below, the Service Dashboards show that currently 18% of roads are in poor condition and under Option 3 (base case no special variation) this proportion increases to 39% in 10 years’ time.  Whereas under funding Options 1 and 2 (including special variations), the proportion in poor condition reduces to 15% and 18% respectively by 2024 (Attachment 10, page 63). 

Current and 10 year Projected Road Condition under Resourcing Our Future Options
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   Transport - Service Dashboards Sample Extract pages 57, 58 & 63 [Attachment 10]
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Town Centre Services Example

The Council maintains, renews and resources services and facilities in 27 towns and villages. This supports achievement of our Community Strategic Plan objective of “the liveability, vibrancy and safety of towns and villages is strengthened.”

As shown in the Service Dashboard Town centre extracts below, key risks for town centres under existing levels of funding or the base case (Option 3) include: deteriorating amenity and built facilities in town centres, inadequate funding to renew and maintain street furniture, public toilets, footpaths, car parks and landscapes. 


  Town Centres - Service Dashboards pages 52, 53 [Attachment 10]
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(ii) Protecting and Restoring the Natural Environment 

Natural Environment Service Example
The case for continuation of the existing Environment Levy is outlined in Attachment 5b (Information Sheet 2 – Your Environment Levy). In addition, the telephone survey of rate payers on options for Resourcing Our Future, indicated that 88% of those surveyed had medium to high support for the Environment Levy being continued beyond June 2015 (see Attachment 6b, page 13).

The quality of the natural environment is important to Blue Mountains residents. In the 2014 BMCC community survey of resident satisfaction with Council service delivery, ‘Looking After Environment’ was rated as the most important service area. 
 
The Environment Levy has raised approximately $1.5 million annually to fund environmental restoration projects across the City including: bush regeneration; support for over 500 conservation volunteers, repair of local creeks and waterways; weed control; restoration of wildlife habitats and corridors; protection of rare and unique forests, swamps, plant and animal species; environmental education; and building/maintaining natural area visitor facilities such as walking tracks and lookouts. 

The community has received significant benefits from the Environment Levy since 2005, such as cleaner creeks and waterways; up to 95% reduction in weeds such as gorse across the City; improvements to walking tracks, lookouts, campgrounds and picnic areas; rehabilitation of creeks and bushland across 130 sites; habitat protection for threatened species; and over $3.6 million attracted in additional funding from other government agencies for local projects.

Protection and restoration of our natural assets is very important given the impacts of settlement on the Greater Blue Mountains World Heritage Area and Sydney’s drinking water catchment. It is also critical to supporting tourism and the economy of the Blue Mountains as well as the health and well-being of the community. The quality of the natural environment is of significant importance to Blue Mountains residents. 

Without a continuation of the Environment Levy, service levels for the natural environment will have to be reduced and the Council could only afford to run very basic programs such as limited weed control and walking track maintenance. 

The Levy is due to expire in June 2015 with the following potentially significant adverse impact on the natural environment:
·  Rapid and significant loss of environmental gains made over the last ten years 
· Reduced capacity of Council to attract external grants for environmental programs
· Loss of biodiversity and associated resilience to climate change
· Compromised World Heritage status
· Loss of nature tourism values and associated reduction in visitation, and impacts on the local economy
· Land degradation, including erosion and sedimentation
· Increase in pest species and associated environmental, social and economic impacts
· Reduced water quality
· A decline in the contribution of community towards management of natural areas, and
· Increased future environmental rehabilitation costs.

There are also a range of social, cultural and economic benefits that Blue Mountains natural assets provide to the local community and to the region. Without continued investment, these benefits will degrade over time. 

The Environment Levy has been particularly important in the context of supporting the Council and the NSW State Government in meeting standards set by UNESCO relative to supporting the declaration of the Greater Blue Mountains World Heritage Area. 

In the late 1990s the Council received approx. $15 million from the State Government to implement a critically required Urban Run-Off Control Program to prevent deterioration of World Heritage Area catchments from pollutants and sediments. The Environment Levy was an important initiative to ensure results achieved from the Urban Run-Off Control Program were not lost but rather maintained and further built upon.  

Without a continuation of the current Levy, extensive achievements and ground made in many areas would be significantly lost bring into question the millions invested to date. 



Environment - Service Dashboards Sample Extract pages 13, 14, 15 & 21 [Attachment 10]
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(iii) Need to Improve Emergency Preparedness and Response
[bookmark: _Toc393110007][bookmark: _Toc393113517][bookmark: _Toc393982246][bookmark: _Toc394483558][bookmark: _Toc394573302]Emergency Management Service Example
As detailed in the Service Dashboards section on the Council’s Emergency Management Service (see Attachment 10 pages 88-94), the Blue Mountains is one of the locations renowned for natural disasters including bushfires. This poses significant risks that need to be managed. 
The community has indicated through engagement and annual community surveys that improving “emergency preparedness and response” is of high priority (see Attachment 15). This is particularly so in the context of the State Declared Natural Disaster in response to the devastating October 2013 bushfires, where the City lost over 200 homes with a further 100 significantly damaged, the worst in the State’s history. 
Management of bushfire risks
The Council is reliant on grant-based funding to assist with natural disaster mitigation which, in the Blue Mountains, is largely focused on bushfire asset protection zones and fire trails. Bushfire asset protection zones and fire trails need to compete for funding with other core Council business needs and levels of service provision for increasingly limited resources.
Council has not had adequate budget for routine maintenance on fire trails for at least the last 15 years. Council regularly applies for grant funding for fire trail renewal work, however, required maintenance regimes cannot be resourced adequately within existing funding and fire trails may degrade to the point of failure before grant funding is allocated. Through the latest round of asset management planning, it is estimated that routine maintenance of Council fire trails will cost approximately $150,000 per annum, with ongoing renewal and upgrade work being additional to and greatly exceeding that figure. Additional recurrent funding is required to provide for improved management of these important assets. This would assist the Council in managing its risk management obligations.
Required Statutory Contributions
The Council is required to pay a prescribed amount of 11.7% of the cost of NSW State Government emergency management service provision in the Blue Mountains (including State Emergency Service, Rural Fire Service and Fire & Rescue NSW). In meeting this cost, the Council is having to make reductions to its core service delivery in other areas. In 2013/14 these required contributions increased in dollar amount by 12%, while the allowable increase in rating revenue was 2.3%.  
Annual Charge for Emergency Service Provision
The Council obtains additional emergency management revenue through Section 501 of the Local Government Act 1993 and relevant regulations, which allows the Council to make an annual charge for the provision of emergency services and bushfire control. 
However, this is not sufficient to fund required improvements and emergency preparedness and responsiveness including renewal and maintenance of fire trails and asset protection zones. 
The Council is responsible for over 300 Bushfire Protection Zones protecting more than 1,100 houses across the City, approximately 63km of fire trail and maintenance of 24 Rural Fire Service buildings.
[image: ]Emergency - Service Dashboards Sample Extracts pages 88, 89 & 93 [Attachment 10]
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 Need for improved services to the community
Community Development Service Example
As shown in the excerpts from the Service Dashboards below, the Council’s Community Development Service aims to increase the well-being, resilience and capacity of the local community, particularly disadvantaged groups. Council works in partnership with all levels of government and many agencies to ensure all residents have access to required services and facilities. This is especially important for disadvantaged and vulnerable groups. 
Key risks being addressed include limited funding to renew and maintain required community facilities 9neighbourhood centres, child care centres, libraries, halls etc) and reduced state and federal government funding to community service programs.

Community Survey results over the past five years (see Attachment 15), consistently highlight community dissatisfaction with services and facilities for children and families, for young people, for older people and for people with a disability, consistently over the last five years. In the 2014 survey this dissatisfaction was highest relative to services for young people and people with a disability. 

[image: ]Community - Service Dashboards Sample Extracts pages 74, 75 & 80 [Attachment 10]
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Sports and Recreation Service 
As shown in the sample Service Dashboard excerpts below, the Council provides a wide range of recreational opportunities for the community that contribute to our community Strategic Plan objective of “Community health and well-being are improved”. Key risks of current funding levels include significant decline and deterioration in the City’s parks, aquatic and leisure centres, sportsgrounds and associated amenity facilities including fencing, public toilets and parking. For example it is estimated that 20% of the City’s sportsground assets are in poor or very poor condition and 20%-31% of aquatic and leisure centre assets are in poor or very condition. These are important assets that support community wellbeing.

[image: ]  Recreation- Service Dashboards Sample Extracts page 120 [Attachment 10]
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Recreation- Service Dashboards Sample Extract page 71 [Attachment 10]
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Analysis of Annual Community Survey Results
Results of the Council’s annual Community Survey of resident satisfaction with Council service delivery, have also been assessed for the past five years and used to identify community priorities relative to service delivery. 

This survey is independently conducted by IRIS Research in April/ May each year. Attachment 15 presents an analysis of the key priorities and gaps in service provision identified in community survey results over the period 2009–2014. It highlights significant requirement for improved service delivery, of relevance to this application, in the following areas:

Looking After Environment:
· Clean creeks and waterways
· Weed control
· Storm water management
· Protection of natural bushland

Built Environment/ Infrastructure
· Sealed roads
· Footpaths/ cycle ways
· Traffic safety for pedestrians and vehicles
· Public toilets in town centres
· Atmosphere, look and feel of towns and villages
· Litter control

Looking After People
· Protection from bushfires
· Managing bushfire risk on Council land
· Service and facilities for young people, older people, people with a disability
· Parks and playgrounds
· Clean, safe and healthy living environments

Sustainable Economy
· Access to local employment  

As detailed in the Council’s Resourcing Strategy (Attachment 13, Part 1), analysis of  Community Survey data over the past five years, combined with results of community engagement and comprehensive service and asset planning work, led to four expenditure priority areas being identified relative to the proposed expenditure focus of the special variation: 
Built Infrastructure
Emergency Preparedness & Response
Environment
Community services & facilities




Top Issues of Concern Overall - Identified in Community Surveys
When residents were asked about their top issues of concern overall for the Blue Mountains area, roads was the most common response in each of the 2012, 2013 and 2014 surveys. 
In 2014, this overall priority was followed by Bushfire Protection and Traffic Management. 

Top Issues of Concern at Neighbourhood Level - Identified in Community Survey 
In addition, when survey respondents were asked about their top issues of concern for their local neighbourhood, the most commonly cited issues in the 2012, 2013 and 2014 Community Surveys were Roads/Kerb/Footpaths, with Bushfire Prevention and Recovery also featuring prominently in 2014. 

Conclusion – Case for Special Variation – Community Need

In conclusion, the Council’s decision to proceed with this application was based on an extensive assessment of community needs and City requirements, taking into consideration the results of integrated planning community engagement, past community surveys, comprehensive service and asset planning and results of community engagement on affordable and acceptable levels of service.

Of the three options for Resourcing Our Future, the Council resolved to proceed with Option 1 because it is was supported by a majority of the community who made public submissions, and the majority of those who participated in the survey of ratepayers and the community workshops.
Table 3.1: Summary of Community Engagement Results on Options for Resourcing Our Future 
	OPTION
	Public Exhibition Valid Submissions
(n=4,312) 
	Independent Telephone Survey of Ratepayers*
(n=504)
	Area Community 
Workshops
(n=90)

	
	SUPPORT FOR DIFFERENT OPTIONS (%)

	Option 1
Service Levels Improved
	54.6%
	48.8%
	58.3%

	Option 2
Service Levels Maintained
	23.3%
	35.7%
	35.7%

	Option 3 
Service Levels Reduced
	20.4%
	15.5%
	6.0%

	Comments Only
	1.7%
	-
	-

	Total
	100.0%
	100.0%
	100.0%


*   In addition, when asked how supportive they were of Option 1 itself, 64% of survey respondents indicated medium (16%) or high support (48%) (see Attachment 6b, page 14).
The scale of the City’s infrastructure backlog combined with an increase in natural disasters, reduced federal funding, cost shifting by governments and increasing community expectation for improved services, has culminated in the community supporting increased rates to enable the Council to address the significant infrastructure backlog and reverse the decline in City’s built assets, improve capacity to prepare and respond to bushfire and other emergencies and continue the programs and initiatives for protecting the environment. 

Council’s policy settings for Option 1 require ongoing efficiency, financial discipline and tight control of long term operating costs.  This road to sustainability for the City is projected to take 20 years to complete and Council has diligently put in place plans and strategies to ensure a continued program of accountability for efficiency and effective allocation of community resources (as detailed in Section 7). 

Council is also acutely aware that any decision, whether to reduce services or increase income is a trade-off and that the well-being of the community is paramount. Section 5 outlines the Council’s commitment to pro-actively supporting those who may be adversely affected by an increase in rates through a range of initiatives. 


How the decision to seek higher revenues above the rate peg was made and which other options were examined

How the decision to seek higher revenues was made
As detailed in this application, the Council is seeking to increase its revenue through a special variation. This decision was reached on the basis that the Council’s IP&R processes identified that projected available revenue over the next 10 years is insufficient to maintain, let alone improve, existing levels of service and a rebalancing of service levels is required, while managing risk and engaging the community on service level trade-offs. This is evidenced in the Council’s Long Term Financial Plan (Attachment 3) and Asset Management Strategy (Attachment 13, Part 5).  

For the Council to be sustainable into the future, its operating revenues must cover operating costs including the funding required to maintain and renew built assets. The following chart shows the estimated funding gap for all services and assets over the next 20 years. Projected revenue is shown by the black line and the bars show the annual projected expenditure requirements on operations, maintenance, renewal and upgrade. 
Figure 3.1: Projected Operating and Capital Expenditure 2015/16 – 2034/35
[image: C:\Users\sjohnson\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Word\Summary Fig 7 Graph - Option 3 (Reduced) v2 140710.png]
Source: Attachment 13, Resourcing Strategy – Part 4 Asset Management Strategy, page 160

The Council has a significant ongoing challenge to fund the maintenance and renewal of its built assets at a level considered acceptable by the community.  A special variation that remains permanently in the rate base will give the Council long-term certainty as to the funds available for asset renewal works.

The Council engaged the community on three possible options for Resourcing Our Future. Two of these options (Options 1 and 2) included an application to IPART for a special rate variation, while the third option (the base case), proposed no special variation and a consequent reduction in service levels. Each option presented to the community balanced service levels to available projected funding over the next 10 years. 

As detailed in Attachments 6a, 6b, and 6c, engagement with community resulted in majority support for Option 1. The Council took into consideration this public support and subsequently resolved to seek additional funding at the level proposed under Option 1, because it is the only option that delivers a sustainable Operating Result (see Section 3.3) and best positions the City of Blue Mountains to be Fit For the Future. 

Higher revenues will enable the Council to invest in built infrastructure renewal and maintenance and importantly, in efficiencies targeted at reducing long term costs (including whole of lifecycle asset costs). 

It would also enable the Council to build required capacity for preparing and responding to natural disasters and emergencies including bushfires, continue to protect and restore the natural environment and key visitor facilities. It also best meets responsibilities associated with being surrounded by a UNESCO World Heritage Listed Environment and being part of Sydney’s drinking water catchment.

Without a special variation, the Environment Levy is due to expire on 30 June 2015. This Levy has funded important environmental programs and attracted significant co-funding from other levels of government. 

As well, the additional income will enable the City, an internationally and nationally significant tourist destination (one of 16 National Landscapes promoted by the government), to invest in improvements to local amenity, town centres, parks and community facilities such as public toilets. The multiplier effect of this expenditure will also boost the local and regional economies.

In contrast, Option 2: Service Levels Maintained, is not financially sustainable. It does not reverse the decline in the built infrastructure, does not allow the Council to build required capacity to improve planning and response to bushfires and other natural disasters. Under this option, just under one-quarter (21%) of all the City’s council owned built infrastructure and assets remain in poor condition over the next 10 years. As conveyed to the community, Option 2 would also require significant risk management - including closure and removal of unsafe facilities and infrastructure. 

While Option 3: Reduce Service Levels (the base case) is even more unsustainable, and would result in an estimated 37% of built assets in poor condition by 2024, and was only supported by a minority of residents. 

Other Options Examined - Six Key Strategies for Financial Sustainability
The Council has exhaustively considered many different options for addressing its financial challenge – culminating in the development of its community endorsed Six Point Strategy for Financial Sustainability. These strategies are presented in summary below and further detailed in the Council’s Long Term Financial Plan (see Attachment 3, Section 3.5)

Due to the scale of the Council’s financial challenges, it was necessary to develop a number of strategies across a varied range of possible alternatives to ensure that when implemented together, they improve the Council’s financial position. The Six Strategies for Financial Sustainability includes actions that must be implemented in parallel with a special variation application because the proposed special variation in isolation, is insufficient to address the Council’s financial and asset challenge. 

It is also considered that a solution focused solely on an increase to rates revenue would not be appropriate, considering the community’s capacity to pay.  
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Overview of Six Strategies for Financial Sustainability

Strategy 1: Avoid Shocks: The Council is proactively implementing financial planning to ensure we live responsibly within our means, manage risks and prioritise resources to achieve best outcomes and retain restricted reserves for known future required spending.

The LTFP assesses the Council’s revenue capacity and projects future costs. This strategy of avoiding shocks is implemented by the Council proactively using the LTFP to manage and smooth projected increases in costs or decreases in revenue. This provides the Council with an opportunity for early identification of financial issues and longer-term impacts. It also helps the Council make strategic decisions based on these issues and impacts – with the aim of minimising unexpected events.

By managing and making appropriate adjustments for increases in costs or decreases in revenue, this strategy positions the City to better withstand costly unexpected events and to continue to deliver quality services that meet community needs. Examples of unexpected events include the devastating October 2013 bushfires and the recent $2.9 million reduction in Australian Government Financial Assistance Grant funding to the Blue Mountains over the next four years.

Other examples of where the Council has implemented this strategy include the development of the Council’s Corporate Risk Register, the work the Council has progressed on Enterprise Risk Management, maintaining cash liquidity within the benchmark, and the risk management strategies identified in the Council’s Service Dashboards (see Attachment 10).

Strategy 2: Balance the Budget: Council is taking action to balance its cash budget each year through achieving significant productivity and cost savings (over $15 million in savings achieved over the past four years – see Section 7.2.1). Under this strategy, the Council is also building financial capacity to balance its Operating Balance Result (including depreciation) and meet future funding requirements for the City’s ageing infrastructure (roads, footpaths, drainage, community and recreational facilities etc.).  

This strategy involves balancing the Council’s cash budget each year through a combination of strategies, including reducing debt, increasing revenue and adjusting services as outlined below, as well as achieving operating savings through continuous business improvement initiatives.

Given that costs are rising in real terms by 2% more than income, the Council is taking action to balance its budget each year through a continued commitment to cost containment and business efficiency. Cost containment also includes intentional actions to reduce the cost of labour and materials and review servicing requirements.

The Council has been striving for continuous improvement to enable it to balance its annual operating budget over the longer term. It has a rolling program of service reviews and enforces budget containment strategies each year to enable the cash budget to be balanced (i.e. expenditure equals available income).

The Council’s strategy is to balance the annual operating result within 10 years (including depreciation, excluding capital grants) to ensure it lives within its means. Once the operating result is balanced, the Council will start to build operating surpluses. This will be achieved by:

· Continuing to review and improve the accuracy of asset depreciation projections, including useful lives and asset revaluations. Being a key driver of the operating deficit, it is important that depreciation accurately represents the level of funding required to maintain agreed service levels. 

· Implementing the strategies outlined below including reducing debt, increasing revenue, reviewing and adjusting services.

Balancing the annual operating result will allow the Council to reduce the annual deterioration of its assets, and any operating surpluses will then be available to address future backlogs in asset maintenance and renewal.

Strategy 3: Manage Borrowings Responsibly: Prudently, the Council has determined that it cannot continue to annually borrow funds for asset renewal works, as it has done in the past, as it has reached its capacity to increase borrowings. This has been confirmed by TCorp who specifically highlighted the importance of the Council restricting loan funding.

The Council is committed to reducing debt levels through ceasing new borrowings subject to annual reviews of financial capacity. Unless there is a sound business case to borrow funds, the Council will not be entering into new debt. Under this strategy debt is currently projected to reduce from $58 million in 2014/2015 to under $17 million by 2024/2025 (see Figure 3.2 below). 

It is important to note that a reduction in borrowings is an essential element in Council’s strategy to achieve financial sustainability. Without the proposed special variation, implementation of this critical strategy will require a drop in service levels. 
Figure 3.2: Projected total borrowings 2014-2025
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Through Strategy 3 the Council has also committed to reducing its debt position by:
· ceasing the practice of borrowing $2.3 million per annum to fund non-major asset renewal works;
· ceasing new loan borrowings;
· annual reviews of the Council’s borrowing capacity and consideration of loans only after a comprehensive business case;
· reviewing and refinance existing loan interest rate terms and conditions;
· using subsidised loan funding from the NSW Government where effective;
· retiring/reducing debt by managing cash and cash equivalent reserve funds; and
· directing any surplus cash funds to reducing borrowings wherever it is effective to do so.

Strategy 4: Increase Income: The Council is seeking to maximise income where appropriate. For every dollar residents pay in rates, the Council matches it with revenue from other sources. Over the past five years the Council obtained over $40 million in grant funding and $47 million in Financial Assistance Grant funding to support the community. This Strategy also includes implementing a two-stage planned approach to increasing revenue through phased special rate variations, implemented gradually taking into account community capacity to pay rate increases and the financial challenge facing the City: 

· Stage 1, which has been successfully implemented, included continuation of an existing special variation for infrastructure from July 2013. 

· Stage 2, the focus of this application, involved engaging community in 2014 on three options for Resourcing Our Future, two of which include special rate variations. 

While it is prudent that the Council continues to maximise all current and future revenue streams to fulfil the community needs, this is balanced against socio-economic realities and principles of fairness and affordability. The Council’s LTFP includes further reviews of the Council’s existing revenue strategies to develop financial strategies that articulate the goals and actions of each particular revenue stream to ensure that revenue is maximised in an equitable as well as a business-like manner. Such reviews will incorporate (but not be limited to) the current and future income streams of:

• Annual charges such as domestic waste management charges
• Fees and charges
• Property Disposal and Investment Program
• Commercial activities income (including continued improvements to financial returns from Commercial properties and Tourist Parks)
• Operational and capital grant income
• Interest income
• Other revenue generating initiatives

(See Sections 7.2.3 and 7.3.3 below).


Strategy 5: Review and Adjust Services: The Council has adopted a Best Value Service Framework including a commitment to ongoing continuous reviews of Council service delivery to ensure value for money service provision. Through consultation with the community on service level options, it is clear that the majority of Blue Mountains residents do not support reduced service levels. Service reviews completed to date include: Bulky Waste Collection, sealing of unsealed roads, tourist parks, heavy and light fleet and the Waste Management Strategy (Stage 1) – which have resulted in significant ongoing cost savings, efficiencies and additional revenue  (see Section 7). 

Strategy 6: Increasing Advocacy and Partnerships: This strategy involves building partnerships and advocating to other levels of government to achieve positive outcomes for the Blue Mountains community. 

To date, the Council has been very successful in actively pursuing alternative revenue sources to deliver key infrastructure through private public partnerships or joint ventures, to support a sustainable City. Evidence of achievements in alternative grant revenue and partnerships, part of the $40M plus since 2009, include the following key examples: 

· $9.5 million grant from the Federal Government for the upgrade of the Blue Mountains Theatre & Community Hub (Springwood);

· $5.9 million Grant from the Roads and Maritime Service joint venture to relocate and upgrade the Lawson Town Centre due to the widening of the Great Western Highway;

· $5.0 million Grant plus other funding from the partnership agreement with the NSW State Government, Federal Government and the Coles Group to build the regional Blue Mountains Cultural Centre, new Katoomba Library & Civic Centre;

· $3.5 million  Infrastructure Grant from the Federal Government for the development of the Blue Mountains Business Park in Lawson;

· $2.5 million Grant funding from the NSW Building Partnership Infrastructure Funding program

It should be noted that the continuation of some of the Council’s grant funding, in particular the Roads to Recovery Program is contingent upon significant co-contributions from the Council in order to access these grants. Funds from the proposed special variation will be used by the Council to continue to access these grants. If the proposed special variation is not approved then the Council will not be able to access these grants and deliver the significant transport outcomes achieved from the RMS’ Roads to Recovery Program.  

This risk is highlighted in the charts below which shows the condition of Roads (including Shoulders & Gutters) in poor condition increasing from the current 18% to 39% if the proposed special variation is not approved (Option 3) and the condition improves to 15% if the special variation is approved (Option 1).  


Figure 3.3: Condition of Roads (including Shoulders & Gutters) – Current condition compared to Resourcing our Future Options
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Limited potential for increase in revenue through new rateable properties
The City of the Blue Mountains has limited opportunity for new revenues from additional rates as population growth and land use development is constrained by our area’s challenging topography and our City’s location within a World Heritage Listed National Park. 
As evidenced in the figure below, the number of new rateable properties has been declining over the past 10 years, from 130 to 2004/05 to just 35 in 2013/14.






New or higher user charges and alternative revenue/expenditure options
As part of its annual business and budgeting process, the Council implements a comprehensive review of existing fees and charges to determine appropriate increases. A number of user fees and charges however, are restricted by legislation from being increased.

As part of its long term financial planning, the Council is continuing reviewing all existing sources of potential revenue. This includes reviewing: 
· Annual charges such as domestic waste management charges;
· Fees and charges;
· Property Disposal and Investment Program revenue opportunities;
· Commercial activities income;
· Operational and capital grant income;
· Interest income; and
· Other revenue generating initiatives.

While it is prudent that the Council continues to maximise all current and future revenue streams to fulfil the community needs, this is being balanced against socio-economic realities and principles of fairness and affordability. 
While the Council has been very successful sourcing alternative revenue and other funding options in the past, there is never any certainty about funding from other levels of government for priority planned projects. It is evident from the scale of the Council’s projected financial position, that such alternative funding sources, on their own, will not adequately address the challenges. The Council’s ageing infrastructure needs sustained, reliable sources of income which the proposed special variation will provide, on an ongoing basis.


Why the special variation is the most appropriate option
This special variation is the most appropriate option (combined with other options detailed above) because the Council has determined that:
a) A majority of the community who participated in the community consultation and engagement process have supported the Council proceeding with making an application for a variation based on Option 1: Service Levels Improved 
b) The Council has assessed that there is capacity to pay additional rate increases and that the Council’s proactive hardship and other relief mechanisms will support those suffering financial difficulties from any potential rate increase. The Council has also resolved to further review these measures with a view to ensuring these relief mechanisms continue to provide adequate support; 
c) The special variation being sought is a key component of the Council’s Six Point Strategy for Financial Sustainability developed in consultation with the community through integrated planning processes; 
d) The special variation is part of a two staged planned approach to increasing income through phased special variations developed in consultation with the community relative to engagement on the update of the Council’s Community Strategic Plan and Resourcing Strategy in 2012/2013. 
e) The scale of the Council’s projected financial challenge indicates that only Option 1 provides the required sustained, reliable and ongoing source of income to address the infrastructure backlog. It is the only option of the three presented to community, that reverses the decline in the City’s built infrastructure over 10 years and moves the City towards being Fit For the Future, including delivering a sustainable Operating Result (see Section 3.3 Financial Indicators) 
f) Seeking additional funding from a special variation has been identified by TCorp as an appropriate strategy for the City of Blue Mountains;
g) The Council has actively assessed all possible options to address the financial challenge and this resulted in a six pronged strategy which is being actively implemented; and
h) The Council has reached its current capacity to incur any further borrowings and has limited alternative funding options.
How the proposed special variation impacts the LTFP forecasts and how this relates to the need the council identified

Background
The Council realises that it is imperative to be financially sustainable into the future. That is, it must ensure that operating revenues cover operating costs over the longer term so that funding is available to:
· Maintain and renew our built infrastructure;
· Improve our emergency preparedness and response;
· Continue to protect our environment; and
· Improve services to the community.

As well the Council aims to achieve the following long-term financial goals:
· Achieve and maintain surplus Operating Results (including depreciation and excluding capital items);
· Improve the Council’s overall financial position;
· Deliver value for money services at levels affordable by the Council and acceptable to the community;
· Build the capacity to progressively increase expenditure on required asset maintenance and renewal in accordance with the Council’s Asset Management Strategy and Plans; and
· Prudently manage loan borrowings.

The base case scenario without the special variation (Option 3) was explored through the Resourcing Our Future. With no special variation, built assets in poor condition will increase from 21% to 37% by 2024 and the Council will sustain significant operating deficits over the life of the LTFP, which is a financially unsustainable position for the City. The Council would have to give priority focus to managing risks, and this will involve closure or removal of unsafe infrastructure and facilities. The capacity of the Council to respond to emergencies and to protect the environment would be significantly diminished under Option 3. 

Figure 3.4:  Condition of built asset portfolio current (2014) and 10-year forecast (2024)
	Current Condition
	Condition in 10 years’ time
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Even with significant service adjustments that may not be acceptable to the community, under this scenario, deficits will continue, assets will deteriorate, greater risks will need to be managed and the infrastructure backlog will increase. The Council does not believe that this is a responsible way to manage its finances and its assets into the future.  

The proposed special variation, as an adopted action within the Six Strategies, is a critical element for the future sustainability of the City.  It would generate required funding to meet community expectations for improved service levels overall and set the City on a financially sustainable path. 

Proposed Special Variation - Impacts on LTFP Forecasts
With the additional funding from the special variation, the Council will better achieve its responsibilities under the City’s Community Strategic Plan – Sustainable Blue Mountains 2025 and deliver services at levels acceptable to the community. 

As detailed further below in Section 3.3 – Financial Indicators, the additional funding from the special variation will enable the Council to achieve an operating balance surplus in 2018/19 and makes significant progress to address its asset funding backlog. The additional revenue will be targeted in smart ways towards initiatives that will reduce long term operational costs and asset whole of lifecycle costs for major assets.  

As shown in Figure 3.5 below, the special variation (noted as Scenario 1) is the only resourcing option that supports achievement of long-term financial sustainability for the Council.  However, sustainability will be a long-term challenge since the proposed special variation is only for a four year period, after which rating revenue once again is only rate pegged.  It is therefore vital that the Council also continues to implement its Six Strategies for Financial Sustainability over the next 10 to 20 years.
Figure 3.5:  10-year projection – Operating Balance ($)












Further detail on the impacts of the special variation on revenue and expenditure are included in the LTFP (Attachment 3, Section 3.6.2 – Overview of Financial Scenarios).

Proposed Special Variation – Revenue Assumptions
Relative to the proposed special variation financial scenario (Option 1), the LTFP forecasts that total annual income will increase from $100 million in 2014/15 to $139 million in 2023/24. This income includes the additional income from renewing the Environment Levy following its expiry in June 2015 on a permanent basis (6.6% increase including rate peg) followed by three permanent annual increases of 9.6% (including rate peg) from 2016/17 to 2018/19. The LTFP also forecasts that the proposed special variation results in a cumulative increase in rates over four years of 40.4%. 
For the life of the LTFP, rate peg is assumed at 3% and other assumptions include:
· 3% increase in Contributions, Discretionary Fees and Other Revenue 
· 5% increase in Annual Charges
· 0% increase Financial Assistance Grant for the first three years and then by 4%
· 1.5% increase in Special Purpose Grants, and
· 1% increase in Regulatory Fees.

Refer to LTFP (Attachment 3, Section 3.7.4 – Revenue Forecasts for further details).

Proposed Special Variation – Expenditure Assumptions
Subject to an annual review of asset priority risk assessment and best value resource allocation, the additional revenue from the special variation will be allocated as follows:
· Operational expenditure (including maintenance) – total $64.7 million, made up of:
· Built Infrastructure - $31.9 million;
· Environment - $18 million;
· Emergency Preparedness and Response - $3.5 million; and 
· Community & Recreation Facilities - $11.3 million.
· Capital expenditure (renewal) – total $56.8 million, made up of:
· Built Infrastructure - $31.3 million;
· Environment - $7.7 million;
· Emergency Preparedness and Response - $1.7 million; and 
· Community & Recreation Facilities - $16.1 million.

Refer to Part A Worksheet 5 for details on proposed expenditure allocation. 

This expenditure is in addition to other assumed expenditure for the period, including:
· 4.2% increase to employment expenditure
· 3% increase to other expenditure
· 5% increase to the emergency services statutory contribution, and
· Superannuation costs progressively increasing to 12% by 2022. 

Refer to LTFP (Attachment 3, Section 3.7.5 – Expenditure Forecasts) for further details.

The Workforce Management Strategy (See Attachment 13 Resourcing Strategy – Workforce Management Strategy, Part 5 Section 5.5) assumes the need for an additional 30 full time employees over the period. However, through natural attrition it is expected overall that there will be a neutral impact on the size of the workforce.

It should be noted that the savings made under the debt reduction strategy are a key element that enables the Council to fund the 3% in other expenditure, so that service levels are maintained at levels acceptable by the community. Without the special variation, other expenditure would be constrained to a 2% increase, which would result in a reduction in service levels, as the savings will instead be directed to managing asset and infrastructure risk.  
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The special variation may be intended to improve the council’s underlying financial position, or to fund specific projects or programs of expenditure, or a combination of the two.  We will consider evidence about the council’s current and future financial sustainability and the assumptions it has made in coming to a view on its financial sustainability.
You should explain below:
· The council’s understanding of its current state of financial sustainability, its long-term projections based on alternative scenarios and assumptions about revenue and expenditure. 
· Any external assessment of the council’s financial sustainability, eg, by auditors or TCorp.  Indicate how such assessments of the council’s financial sustainability is relevant to supporting the decision to apply for a special variation.
· The council’s view of the impact of the special variation on its financial sustainability.

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

This section outlines the current and projected financial position of the Council. More detailed analysis can be found in Attachment 3, Sections 3.3 to 3.6 of the Long Term Financial Plan. 

Current State of Financial Sustainability
Each year, the Council lives responsibly within its means and has consistently ensured that its annual cash budget is balanced against available revenue, however this excludes adequate funding of depreciation. If depreciation was included, it would highlight that the Council is significantly underfunding asset renewal and maintenance with the result that it has built up a significant asset funding backlog.  

At year end 2013/14, the Council’s Income Statement indicated a net operating deficit of $7 million (excluding capital revenue). This is made up of $95.7 million revenue (excluding capital revenue) and $102.7 million expenditure (including $16.7 million depreciation). 

At 30 June 2014, the balance sheet shows:
· Total equity of $801 million;
· Available working capital of $1.8 million;
· Assets of $829 million (or $1.2 billion at Fair Value); and
· Outstanding loans of $58.7 million.  
Further details of the Council’s financial position are available in the LTFP (Attachment 3, Section 3.3).

Critical Financial Sustainability Issues
While the Council maintains a balanced annual cash budget, its annual operating balance deficit result highlights that it does not have sufficient capacity to fund the required level of maintenance, renewal, upgrade and replacement of existing assets. As shown in the table below, into the future (and without a special variation), the Council is unable to meet the target range, indicating a continued unsustainable financial position.  This would require significant risk management by the Council – including closure and removal of unsafe facilities and infrastructure. 

There is a significant infrastructure funding shortfall including an infrastructure funding backlog in the order of $183 million (see Section 3.2 Building & Infrastructure Renewal Ratio and Asset Renewal Ratio comment on Special Schedule 7) if assets in condition 4 (poor) and 5 (very poor) are included. If this is extended to assets in condition 3 (average), then the projected infrastructure funding backlog would be in the order of over  $671 million. 



Figure 3.6: Operating Balance ($) – Ten Year Projection – No Special Variation













However engagement with the community on level of service indicates the community is willing to accept, to a degree, assets in average condition. From asset management planning work, it is estimated that the Council will need approximately $238 million over the next 20 years to address funding requirements of assets in conditions 4 and 5, as shown in Figure 3.7 below. 
Figure 3.7: Projected Required Operating and Capital Expenditure 2015/16 – 2034/35
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The available revenue to fund budgeted expenditure is shown by the black line.  The bars show the projected expenditure requirements on maintenance (green), operations (red), upgrade  (orange) and renewal (blue). The chart reveals a funding shortfall between expenditure requirements and available revenue. In other words, the Council does not have the ability to keep pace with the funding requirements of its $1 billion worth of built assets.
The critical issue is that the Council’s asset renewal and maintenance requirements are significantly underfunded which impacts our operating result including depreciation. If not addressed, this underfunding will cause deterioration in our asset base in future years and may lead to unacceptable impacts on service levels. 

When built assets are left to deteriorate, particularly in major asset classes such as roads, investment to restore those assets can often be far more costly than regular asset maintenance and renewal programs. This also applies to the natural environment which, if allowed to deteriorate, cannot easily be brought back to a healthy state without significant additional investment. 
In summary, for the Council to be sustainable into the future, its operating revenues must cover operating costs, including the funding required to maintain and renew built assets. As well, the Council’s operating balance should be in within a target range of +$1 million to -$1 million. Without a special variation, the Council projects it does not have the required level of revenue to meet expenditure requirements, and without strong corrective measures, its financial sustainability will deteriorate significantly.
External assessment of the council’s financial sustainability

NSW Treasury Corporation (TCorp) assessed the financial position of the Council in March 2013. In their Executive Summary, it concluded that the Council has been well managed in most areas with sound liquidity and financial flexibility. However, TCorp states:

“The forecast capital expenditure is significantly below the levels required to maintain an acceptable asset base because of insufficient funds. Net assets are forecast to decline…indicating a deterioration in the Council’s asset base.” 

While this report assessed the Council’s financial sustainability rating as ‘weak’ in the short term, and its three year outlook as ‘neutral’, the report also recommended that the Council engage with the community on affordable and acceptable service levels, identify opportunities for expense reduction and revenue raising and seek a special rate variation and extension to the existing Environment Levy. Further, TCorp noted in a postscript, that their assessment was prepared based on an earlier LTFP which is now superseded, and that the Council was actively committed and taking steps to improve its financial position through its Six Strategies for Financial Sustainability as follows:

“These strategies include renewing existing and seeking additional special variations for infrastructure and environment works, ceasing future loan borrowings subject to annual reviews of borrowing capacity, continuing to engage the community on achievement of affordable and acceptable levels of service, implementing service level reviews and adjustments to ensure value for money…” (TCorp, 2013:5)

TCorp specifically highlighted the importance of the Council’s financial strategies for increasing revenue and restricting loan funding. They made the following comments in their report: 
“When analysing the financial capacity of the Council we believe Council will not be able to incorporate any further loan funding in addition to the already forecast loans….. Council to consider seeking extensions of the SRV and Environmental Levy, which are critical to the Council’s debt repayment abilities.”

The Council’s external auditors, UHY Haines Norton, equally support the Council’s LTFP, particularly in respect of proposed action to bring its operating balance into surplus and to direct more funding towards the renewal and maintenance of built assets. In addition, they support the Council’s implementing its Six Strategies for Financial Sustainability.
Impact of the special variation on its financial sustainability

The Council understands that if it is to achieve implementation of its Community Strategic Plan – Sustainable Blue Mountains 2025 it is imperative that it stops the decline in the City’s $1 billion worth of built assets and improve its financial capacity to fund infrastructure asset renewal and maintenance (including managing risks), continue to look after the natural environment and prepare and respond to emergencies.

Further to do so, the Council realises that at a fundamental level improving its financial sustainability into the future means ensuring its available operating revenues cover operating expenditure over the long term (including expenditure funding requirements of its assets).

As detailed further below in Section 3.3 – Financial Indicators, the Council achieves a financially responsible surplus Operating Balance by 2018/19, where operating revenues are now sufficient to cover operating expenditure and by 2023/24 the Council is in a much stronger position to address the significant infrastructure renewal and maintenance backlog and manage risk.

The proposed special variation sets the City on a financially sustainable trajectory and this is evidenced by each of the key financial indicators, particularly the Operating Balance Ratio (excluding capital items) and the Asset Renewal Ratio.   Under the proposed special variation, built assets in poor condition would decrease from 21% to 17% by 2024.

Importantly, an assessment against the State Government’s Fit for the Future requirements, indicates that the proposed special variation best enables and positions the City of Blue Mountains to meet required “Fit for the Future” criteria within the next four to 10 years. 

Figure 3.8:  Overall Condition of Built Assets
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As shown in Figure 3.9 below, the special variation (noted as Scenario 1) is the only resourcing option that supports achievement of long-term financial sustainability for the Council.
Figure 3.9:  10-year projection – Operating Balance ($)












Further detail on the impacts of the special variation on Council’s financial sustainability, are included in the LTFP (see Attachment 3, Section 3.5.2 – Overview of Financial Scenarios).
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How will the special variation affect the council’s key financial indicators (General Fund) over the 10-year planning period?  Please provide an analysis of council’s performance based on key indicators (current and forecast) which may include:
Operating balance ratio excluding capital items (i.e., net operating result before capital grants and contributions as percentage of operating revenue before capital grants and contributions).
Unrestricted current ratio (the unrestricted current assets divided by unrestricted current liabilities).
Rates and annual charges ratio (rates and annual charges divided by operating revenue).
Debt service ratio (principal and interest debt service costs divided by operating revenue excluding capital grants and contributions).
Broad liabilities ratio (total debt plus cost to clear infrastructure backlogs as per Special Schedule 7 divided by operating revenue).
Asset renewal ratio (asset renewals expenditure divided by depreciation, amortisation and impairment expenses).
This section discusses the impact of the proposed special variation and the no special variation scenario on the Council’s key financial performance measures over the 10 year planning period (2014-2024) and reflects the analysis in Section 3.7 of the Long Term Financial Plan (see Attachment 3).

The proposed special variation sets the City on a financially sustainable trajectory and this is evidenced by each of the key financial indicators, particularly the Operating Balance Ratio (excluding capital items) and the Asset Renewal Ratio.  

The Council achieves a financially responsible surplus Operating Balance by 2018/19, where operating revenues are now sufficient to cover operating expenditure. The Council is in a much stronger position to address the significant infrastructure renewal and maintenance backlog, reverse the decline in the City’s built assets, improve capacity to prepare and respond to bushfire and other emergencies and continue protecting the environment.

Importantly, an assessment against the State Government’s Fit for the Future requirements, indicates that the proposed Special Variation best enables and positions the City of Blue Mountains to meet required Fit for the Future criteria within the next four to 10 years. 

However, the Council’s financial indicators also highlight that even with the special variation, the Council will over a 10 to 20 year period, still need to continue to invest in smart initiatives that reduce long term operational costs and asset whole of lifecycle costs (given costs are projected to continue rising faster than rate peg over the longer term). It signals the need for the Council to continue its focus on implementing all of the Six Point Financial Strategies for Financial Sustainability over the longer term.

Under no special variation, the financial measures indicate an unsustainable financial position for the Council over the 10 years of the LTFP.  The Operating Balance remains in deficit resulting in the Council being unable to satisfactorily fund infrastructure renewal and maintenance risks, nor improve capacity to prepare and respond to bushfire and other emergencies or continue to protect the environment. The underfunding in this scenario, is reflected in the Council’s Asset Renewal Ratio at 33% by 2024 which would mean significant risk management by the Council – including closure and removal of unsafe facilities and infrastructure. 
‘Option 2’
The Council engaged the community on three possible options for Resourcing Our Future of which Options 1 and 2 included a special rate variation. Each option balanced service levels to available projected funding over the next 10 years.  Option 2 is reflected in the Council’s publicly exhibited LTFP, however is not shown in this application as the Council resolved to submit an IPART application based on Option 1.

Importantly, Option 2 is not financially sustainable as a deficit Operating Balance measure, projected at over $3 million by 2023/24 (see LTFP Section 3.6 Measuring financial sustainability), will still occur. As well, it does not reverse the decline in the built infrastructure, nor allow  the Council to build capacity to improve planning and response to bushfires and other natural disasters. Just under one-quarter (21%) of all the City’s Council owned built infrastructure and assets would remain in poor condition by 2023/24. As conveyed to the community, this option would require significant risk management - including closure and removal of unsafe facilities and infrastructure.















In summary, the table below shows the effect of the various financial scenarios on the Council’s overall long-term financial position. Financial Scenario 1 will allow Council to achieve an operating result within benchmark by 2023/24. The other two scenarios do not achieve this. 
Table 3.3: Impact of options on key financial performance measures
	Measure
	Special variation  
(Scenario/ Option  1)
	No special variation 
(Scenario/ Option  3)

	Operating Balance: Whether Council has sufficient revenue to cover expenditure requirements (including depreciation) 
Benchmark: 
should be +/ - $1M
	
By 2023/24 Operating Result is within acceptable benchmark at deficit of -$672K 
	
By 2023/24 Operating Result is NOT within acceptable benchmark being a deficit of - $5M

	Assets Renewal Ratio: The Council’s ability to renew ALL built assets relative to rate at which they are depreciating.
Benchmark: should be 100%
	Under this measure by 2023/24 the Council is only meeting 50% of its built asset funding requirement

	Under this measure by 2023/24 the Council is only meeting 33% of its built asset funding requirement


	Building & infrastructure Renewal Ratio:
The Council’s ability to fund renewal of roads, drainage and building assets to rate at which they are depreciating.
Benchmark: should be 100%
	Under this measure by 2023/24 the Council is only meeting 54% of its funding requirement

	Under this measure by 2023/24 the Council is only meeting 33% of its funding requirement


	Debt Service Ratio: 
The percentage of Council revenue used to service debt
Benchmark: 
should be below 10%
	By 2023/24 debt ratio is 4.2% 
	By 2023/24 debt ratio is 4.8%

	Summary
	Significant improvement 
in most key financial performance measures (particularly the Operating Result) 
with a need to continue addressing built asset funding shortfall
	Unsustainable financial position      
with significant deterioration in built infrastructure




Operating Balance (incl. depreciation, excluding capital revenue) - $ / %
[bookmark: _Ref394050024][bookmark: _Toc394487385][bookmark: _Toc394487457]Proposed special variation (Scenario 1)
Under the proposed special variation, the Council has sufficient revenue (excluding capital items) to cover expenditure requirements (including depreciation). A surplus operating balance is achieved by 2018/19 and it remains within the target range of +1% to -1%. 

The ratio indicates the Council is financially sustainable and is in a much stronger position to address the significant infrastructure renewal and maintenance backlog, reverse the decline in the City’s built assets, improve capacity to prepare and respond to bushfire and other emergencies and continue protecting the environment.

No special variation (Scenario 3)
Under No special variation, the Council is unable to meet the target range over the life of the LTFP, indicating an unsustainable financial position.  The Council’s Operating Balance remains in deficit with operating revenue (with rate revenue Rate Pegged) unable to cover operating costs (see Figures 3.10 and 3.11 below). The deficit Operating Balance results in the Council being unable to satisfactorily fund infrastructure renewal and maintenance, nor improve capacity to prepare and respond to bushfire and other emergencies or continue to protect the environment.  This would require significant risk management by the Council – including closure and removal of unsafe facilities and infrastructure. The underfunding in the Base Case (no SV), is reflected in the Council’s Asset Renewal Ratio at 33% by 2024 and in the Council’s Service Dashboards – Summary Service and Asset Plans that reflect an estimated 37% of built assets in poor condition by 2024 (compared to 21% currently in 2014/15).

Operating expenditure and resulting service levels are being constrained and reduced to provide additional funding towards the Asset Works Program and this allows the operating result to improve somewhat however the operating result is still well short of the target range. 
Figure 3.10:  Financial scenarios 1 and 3 - 10-year projection of Operating Balance (%) 

	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	(6%)
	(6%)
	(4%)
	(1%)
	2%
	1%
	1%
	1%
	0%
	(1%)

	No SV (Scenario 3)
	(6%)
	(7%)
	(6%)
	(6%)
	(5%)
	(5%)
	(4%)
	(4%)
	(4%)
	(4%)


[bookmark: _Toc392865742][bookmark: _Toc392874313][bookmark: _Toc392874427][bookmark: _Toc394079424][bookmark: _Toc394079802][bookmark: _Toc394080294][bookmark: _Toc394580128]
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Figure 3.11:  Financial scenarios 1 and 3 - 10-year projection of operating balance ($)











	($’000)
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	(5,713)
	(6,012)
	(3,937)
	(1,256)
	1,927
	1,728
	1,331
	966
	508
	(672)

	No SV (Scenario 3)
	(5,713)
	(6,340)
	(6,243)
	(6,049)
	(5,581)
	(5,161)
	(4,899)
	(4,559)
	(4,358)
	(4,739)
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Proposed special variation (Scenario 1)
Under the proposed special variation, the Council’s adequacy of available current assets and its ability to satisfy financial obligations in the short term (such as loans, payroll and leave entitlements and fund expenditure requirements) meets the target of 1.5 : 1.0, from 2016/17 (see Figure 3.12 below). The Council maintains a ratio greater than the benchmark, with a higher level of liquidity throughout the balance of the life of the LTFP. The Council’s Unrestricted Working Capital Balance is also able to be retained at industry standard levels to be able to fund day to day activities and payments.

The ratio being below the target in the first half of the LTFP, reflects the impact of increased Property Investment Fund sales and reduced current outstanding borrowing costs as debt is retired, which both have a favourable impact on the ratio. The ratio reduces over the second half of the LTFP due to the retirement of debt being relatively smaller over this period. The Council is able to prudently manage its cash and investments to ensure it has sufficient unrestricted cash or cash equivalent funds to meet its short-term commitments.
 
No special variation (Scenario 3)
Under No special variation, the Council is still able to meet the target of 1.5 : 1.0 from 2016/17 and maintains a ratio greater than the benchmark with a higher level of liquidity throughout the balance of the life of the LTFP, however to a reduced level than under the proposed special variation.


Figure 3.12: Financial scenarios 1 and 3 - 10-year annual projection of the unrestricted current ratio













	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	     1.35 
	     1.43 
	     1.54 
	     1.68 
	     1.76 
	     1.77 
	     1.72 
	     1.64 
	     1.58 
	     1.50 

	No SV (Scenario 3)
	     1.35 
	     1.42 
	     1.52 
	     1.63 
	     1.70 
	     1.70 
	     1.66 
	     1.60 
	     1.56 
	     1.50 
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Proposed special variation (Scenario 1)
Under the proposed special variation, the Council’s projected debt service ratio improves from 9.7% to 4.2% by 2023/24, and is more sustainable and significantly below the benchmark of 10%. 

Although the Council’s Debt Service Ratio is within the Office of Local Government’s acceptable benchmark level and reduces from 9.8% in 2015/16 to 4.2% by 2023/24, the Council has committed to a strategy (Strategy 3 – Manage Borrowings Responsibly) to reduce its debt position by:
· ceasing the practice of borrowing $2.3 million per annum to fund non-major asset renewal works;
· ceasing new loan borrowings;
· annual reviews of the Council’s borrowing capacity and consideration of loans only after a comprehensive business case;
· reviewing and refinance existing loan interest rate terms and conditions;
· using subsidised loan funding from the NSW Government where effective;
· retiring/reducing debt by managing cash and cash equivalent reserve funds; and
· directing any surplus cash funds to reducing borrowings wherever it is effective to do so.

The Council implemented Strategy 3 since the LTFP identified that:
· the Council had reached its capacity to incur and importantly repay debt, that is, our operating revenue is insufficient to support any further loan interest and principal repayments (Debt Service Ratio at 9.8% in 2015/16 against the 10% ceiling);
· the special variation for renewal of infrastructure in June 2013 replaced the previous program of annually borrowing $2.3 million to fund asset maintenance and renewal works; and
· the reduction of debt will provide more capital funding in the long run, than would be available if we continued to borrow for renewals and then have to fund the significantly more costly debt service cost;

NSW Treasury Corporation specifically highlighted the importance of the Council’s financial strategy restricting loan funding. They made the following comments in their report: 

“When analysing the financial capacity of the Council we believe Council will not be able to incorporate any further loan funding in addition to the already forecast loans.”

“Council to consider seeking extensions of the SRV [special rate variation] and Environmental Levy, which are critical to the Council’s debt repayment abilities.”

Implementing this Strategy 3 is fiscally responsible, and sees the Council’s Loan Balance Outstanding as at 30 June 2014 reduce from $58.7 million to $16.8 million by 2024/25 as per the Council’s LTFP (see Figure 3.13 below which highlights the progressive reduction in debt). This allows the Council to further strengthen its financial capabilities and ensure it addresses its significant financial and asset management challenges.

In the short to medium term at least, borrowings are not a viable funding alternative to the proposed special variation to rates however the appropriateness of loan borrowings as a source of funding is reviewed annually and it may well be appropriate in the longer term when the Council’s debt levels have been reduced to more manageable levels.

Under the no special variation scenario the impact of this strategy is seen in a large reduction in capital expenditure and large increase in the percentage of built assets in poor condition over 10 years and an increase in the risks associated with deteriorating infrastructure.  In the scenario with SV council is able to fund some of the infrastructure backlog and reduce the percentage of built assets in poor condition over 10 years.  Without any change in borrowing the debt services ratio improves with an SV as operating revenue improves.  

Figure 3.13: Debt Reduction Strategy
[image: ]

The Debt Service Ratio Figure 3.14 below, highlights the improvements to the ratio from 2016/17 as the Council implements its financial strategy to manage borrowings responsibly. At the same time, from 2015/16 to 2019/20 existing debts with large repayment amounts are retired in each year but from 2019/20 there are fewer existing debts retiring and operating revenue is increasing.

The slight increase in the Debt Service Ratio in 2015/16 is largely due to the servicing requirements of the NSW Government subsidised loans for Blue Mountains Theatre and Community Hub – Springwood ($6 million) and Blaxland Waste Management Facility ($4.9 million), that increase loan repayments costs. 

No special variation (Scenario 3)
Under the no special variation scenario, the Council’s projected debt service ratio at 4.8% by 2023/24, is significantly below the benchmark by 2023/24. The ratio is less favourable compared to the proposed special variation (Scenario 1) since this scenario has increased operating revenue from the special variation. 
Figure 3.14: Financial scenarios 1 and 3 - 10-year projection of the Debt Service Ratio

	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	9.7%
	9.8%
	8.7%
	7.8%
	6.7%
	5.7%
	5.2%
	5.0%
	4.8%
	4.2%

	No SV (Scenario 3)
	9.7%
	10.0%
	9.2%
	8.5%
	7.5%
	6.4%
	5.9%
	5.7%
	5.5%
	4.8%
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Proposed special variation (Scenario 1)
Under the proposed special variation, the Council’s Rates and Annual Charges Coverage Ratio is projected to improve from 60.6% to a ratio of 68.8% by 2023/24.  The ratio progressively increases from 2015/16 to 2018/19 as a consequence of the staged special rate variation increases and then plateau’s when rate revenue is then only indexed by the rate peg. This ratio is a positive indicator of the Council improved financial sustainability.
The increasing ratio is the result of an adopted action within the Council’s Six Point Strategies for Financial Sustainability – Strategy 4 – Increase Income, and the increase in rates revenue is one of the most fundamental elements of the Council’s LTFP to be sustainable into the future.

Significantly, the proposed special variation generates a significant, reliable and much needed revenue source to cover the funding requirements of Council’s built infrastructure and maintains and improves Council services at a level supported by the community. As rates and annual charges provide over half of the Council’s revenue, the Council will have a high degree of certainty that this source of funding will be maintained over the next 10 years.

The improved ratio enables the Council to achieve a financially responsible surplus Operating Balance by 2018/19 and maintain that position within the benchmark over the longer term, without having to introduce substantial or disruptive service adjustments, as well enabling the Council to achieve each of its long-term financial goals. The additional rates revenue will be targeted in smart ways towards initiatives that will reduce long term operational costs and asset whole of lifecycle costs.  

No special variation (Scenario 3)
Under the no special variation scenario, the Council’s projected Rates and Annual Charges Coverage Ratio is projected to increase from 60.6% to a ratio of 64.9% by 2023/24.  The ratio effectively plateaus for the 10 years of the LTFP as rate revenue is only indexed by the rate peg, assumed at 3%. 

A ratio greater than 40% is deemed sustainable by the OLG, however in the context of Blue Mountains City Council’s unique financial burdens it is considered an appropriate strategy for the Council to target a ratio of around 69% and indeed this has been supported by a majority of residents in the Council’s Resourcing Our Future engagement.   

Figure 3.15 Financial scenarios 1 and 3 - 10-year projection of the rates and annual charges coverage ratio	















	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	60.6%
	63.8%
	65.3%
	66.7%
	68.0%
	68.3%
	68.4%
	68.6%
	68.7%
	68.8%

	No SV (Scenario 3)
	60.6%
	63.1%
	63.6%
	63.8%
	64.1%
	64.4%
	64.6%
	64.7%
	64.9%
	64.9%
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Proposed special variation (Scenario 1)
Under the proposed special variation, the Council’s Rates, Annual Charges, Interest & Extra Charges Outstanding Percentage, notwithstanding the increase in rates revenue due to the special variation, remains under the 5% benchmark at around 4.1%.

The financial indicator measures the impact of uncollected rates and annual charges on the Council’s liquidity and the adequacy of debt recovery efforts, and the result being better than the 5% target is a reflection of efficient credit management practices employed by the Council to ensure the Council’s cash liquidity. The Council has a responsibility to the Blue Mountains community to recover monies owing to it in a timely, efficient and effective manner to fund operations and ensure effective cash flow management.  This is particularly important given that just under half (49%) of the Council’s total annual revenue is derived from rate payments.
However, the Council also takes very seriously its social responsibilities and has been proactive in establishing policies and procedures that support ratepayers experiencing genuine hardship, provide a transparent decision making framework that ensures all ratepayers, including low income and pensioner ratepayers, are treated in a fair and equitable manner.
These policies and procedures would also support ratepayers experiencing hardship as a result of any approved additional special rate variation or annual rate peg increases.

The Council’s historical performance in debt recovery is depicted in Figure 3.16 below, which shows that the amount of outstanding total rate revenue has declined from $2.4 million in 2002/03 to $2.3 million in 2013/14. This is in the context of overall rates collectible for the City increasing from $36.1M to $60.9M per annum over the same period. This data indicates that the capacity of residents to meet outstanding rate debt commitments has been improving over time, supported by the implementation of the range of relief measures including (see Section 5.3 Addressing Hardship):

· Hardship Relief Policy (see Attachment 7);
· Pensioner Concession Rebates;
· Specific Negotiated Arrangements to Pay;
· Adjustments to Accrued Interest;
· Aged and Disability Support Services; and
· Referral to Free Financial Advisory Services and support agencies such as St Vincent De Paul and the Salvation Army.

[image: ]Figure 3.16: Debt Recovery Ratio




No special variation (Scenario 3)
Under the no special variation scenario, the Council’s projected Rates, Annual Charges, Interest & Extra Charges Outstanding Percentage, also remains under the 5% benchmark at the same 4.1% for the life of the Base Case LTFP.
[bookmark: _Ref394051679][bookmark: _Toc394487390][bookmark: _Toc411254042]Figure 3.17: 10-year Projection - Rates, annual charges, interest & extra charges outstanding percentage

Note: Scenario 1 and Scenario 3 trend the same under this ratio, and therefore Scenario 1 is not observable on this figure.
	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%

	No SV (Scenario 3)
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
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Proposed special variation (Scenario 1)
The Building & Infrastructure Renewal Ratio and the Asset Renewal Ratio measure the Council’s ability to fund the renewal of road, drainage and building assets and all built assets respectively, relative to the rate at which these assets are depreciating.

The proposed special variation additional revenue will be targeted to asset renewal and maintenance of existing assets (not new assets), through smart initiatives that will reduce long term operational costs, asset whole of lifecycle costs and in turn favourably impact both ratios.

Under the proposed special variation, the Council’s Building and Infrastructure Renewals Ratio improves from 26% in 2014/15 to 54% of required renewal expenditure, by 2023/24 (see Figure 3.18); and the Council’s Asset Renewal Ratio improves from 18% in 2014/15 to 50% of required renewal expenditure, by 2023/24 (see Figure 3.19). 

Each ratio is much more sustainable and importantly risks are more manageable than the underfunding and the level of associated risks under no special variation (Options 3), which only renews building and infrastructure assets and all assets at 33% of required renewal expenditure for both ratios. 

The target for both ratios is greater than 100% to be sustainable. Figures 3.18 and 3.19 below show both ratios progressively and significantly trending upwards as they reflect the impact the proposed special variation (Option 1) has on existing assets.  However, notwithstanding the Council’s measure has significantly improved after 10 years under the proposed special variation, the measure at 54% for the Building & Infrastructure Renewals and the Asset Renewal Ratio at 50%, still indicate that the Council is significantly underfunding asset renewal under both options.

The asset renewal funding gaps highlighted in both ratios reveal how vital it is for the Council continue to implement all its LTFP - Six Strategies for Financial Sustainability over the next 10 to 20 years.

The fluctuations in the ratio from year to year are represented by the proposed special variation expenditure being shifted between renewal expenditure, upgrade, maintenance and operational expenditure over the 10 years of the Council’s LTFP.
 
No special variation (Scenario 3)
Under the no special variation scenario, the Council’s 10 year projected ratios at 33% for both ratios indicate that the Council is significantly underfunding the renewal of road, drainage and building assets and all assets. As a result, significant risks and deterioration in the condition of built assets will occur with resulting reactive closure/removal if facilities and other infrastructure breakdown or are unsafe.
[bookmark: _Ref394051822][bookmark: _Toc394487391][bookmark: _Toc411254043]Figure 3.18:  Financial scenarios 1 and 3 - 10-year Projection - Building and Infrastructure Renewal Ratio

	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	26%
	23%
	29%
	40%
	46%
	47%
	50%
	52%
	47%
	54%

	No SV (Scenario 3)
	26%
	24%
	24%
	28%
	25%
	27%
	26%
	31%
	27%
	33%





Figure 3.19:  Financial scenarios 1 and 3 - 10-year projection of Asset Renewals Ratio

	 
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24

	SV (Scenario 1)
	18%
	21%
	23%
	40%
	44%
	49%
	52%
	48%
	46%
	50%

	No SV (Scenario 3)
	18%
	20%
	16%
	23%
	23%
	25%
	27%
	29%
	26%
	33%



This ratio is not sustainable under any option other than Option 1. The Council will manage the risk at this level by progressively closing high risk/lower use facilities as needed, in consultation with the community.
Revised Special Schedule 7 – Highlighting the Infrastructure Asset Backlog

The Council’s Revised Special Schedule 7 (SS7) – Report on Infrastructure Assets as at 30 June 2014 is included in Table 3.4 below.
 
The SS7 is an interim report. It is consistent with the methodology used in previous years, pending advice from the OLG on an auditable methodology and completion of community engagement.  

It is noted that the definition of ‘satisfactory’ with the SS7 is ambiguous. Therefore, based on the view of the community expressed during the Resourcing our Future engagement in 2014, the Council updated the Bring to Satisfactory (BTS) estimate. 

The OLG Code Update 22 “strongly encourages” councils to use the 2013 IPR guide for condition.   The IPR guide and Code Update 22 recommend a ‘satisfactory’ standard of condition 2, giving the Council a BTS need of $672 million.  This would be inconsistent with previous reports and reporting a BTS of that magnitude, just prior to the final phase of community engagement, had the potential to be alarmist and influence community engagement.   To ensure consistent and evidence-based community reporting, the Annual Financial Statements and the Resourcing Strategy reported a consistent message, in accordance with past reports, of assets in ‘poor’ and ‘very poor condition’. 

The ambiguity in Code Update 22 was that BTS was to bring assets to ‘condition 2’ but also that it could be determined by the community and that “unless Council has undertaken consultation with their community and has agreed to a level of service from councils assets the BTS should be measured against the second condition rating of Good as stated in the Integrated Planning and Reporting Manual for local government in NSW.”

The Council has consistently reported a deteriorating Building and Infrastructure Renewals Ratio with the SS7 for June 2014 reporting an unsustainable ratio of 40%, well below the sustainable target of 100%.  The Resourcing Strategy also reported 21% of assets were in poor (IPR Guide - condition rating 4) or very poor (IPR Guide - condition rating 5) condition.

The community consultation has now been concluded with a majority wanting to pay more to keep the current services and arrest the decline in infrastructure condition.  In alignment with this community view, the BTS is to bring assets to ‘condition 3’, a lower standard than suggested by the OLG, but one the community has found acceptable given the rate increases proposed under the special variation.  






The BTS for this standard is shown in the following table, and indicates a BTS of more than $183 million at 30 June 2014, with an Infrastructure Backlog Ratio of 0.19.  This is consistent with the Resourcing Strategy and community engagement.
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 Table 3.4:  Revised Special Schedule 7 Report on Infrastructure As at 30 June 2014 ( Using OLG Methodology)  $'000Special Schedules
p

	
Asset Class
	Asset Category
	Required (3)
Annual Maintenance
	Actual (4)
Maintenance
2013/14
	Current Replacement
Cost (CRC) (5)
	Written Down Value (WDV) (6)
	Assets in Condition as a % of CRC (5), (7)
	EstimatedCost to
Bring to Satisfactory
(BTS) (2)

	
	
	
	
	
	
	1
	2
	3
	4
	5
	

	
	
	
	
	
	
	
	

	

Buildings
	
	
	
	
	
	

	
	Council Offices / Administration
	
569
	
552
	
15,629
	
7,319
	
0%
	
20%
	
60%
	
15%
	
5%
	
3,126

	
	Recreational & Cultural Facilities
	1,008
	1,008
	51,799
	30,741
	5%
	5%
	70%
	15%
	5%
	10,360

	
	Health & Community
	263
	263
	14,495
	6,193
	0%
	13%
	69%
	14%
	4%
	2,609

	
	Commercial
	118
	118
	7,018
	3,480
	6%
	22%
	56%
	11%
	5%
	1,123

	
	Emergency Services Buildings
	80
	78
	16,143
	11,881
	5%
	6%
	41%
	40%
	8%
	7,749

	
	Transport & Communication
	-
	-
	7,121
	1,852
	0%
	90%
	5%
	4%
	1%
	356

	
	Landfills & Waste - Katoomba
	93
	91
	4,145
	4,005
	60%
	34%
	5%
	0%
	1%
	41

	
	Landfills & Waste - Blaxland
	43
	43
	3,871
	3,851
	75%
	15%
	5%
	5%
	0%
	194

	
	sub total
	2,174
	2,153
	120,221
	69,322
	7.7%
	15.4%
	55.7%
	16.5%
	4.7%
	25,557

	Other Structures
	
	
	
	
	
	
	
	
	
	
	

	
	Other Structures
	
	
	9,229
	5,757
	3%
	9%
	68%
	15%
	5%
	1,846

	
	Cultural Physical Assets
	59
	59
	10,685
	10,569
	0%
	47%
	46%
	7%
	0%
	748

	
	Fire Trails
	57
	57
	15,282
	14,798
	0%
	38%
	24%
	38%
	0%
	5,807

	
	Cemeteries
	38
	38
	956
	424
	0%
	7%
	79%
	14%
	0%
	134

	
	Recreation Facilities
	2,448
	2,448
	27,943
	10,200
	1%
	29%
	59%
	11%
	0%
	3,074

	
	Natural Area Visitor Facilities
	508
	205
	73,780
	44,353
	5%
	16%
	39%
	22%
	18%
	29,512

	
	Aquatic & Leisure Centres
	693
	693
	994
	346
	10%
	40%
	30%
	10%
	10%
	199

	
	sub total
	3,803
	3,500
	138,869
	86,447
	3.1%
	23.1%
	44.1%
	19.8%
	10.0%
	41,319

	Roads
	
	
	
	
	
	
	
	
	
	
	

	
	Sealed Roads
	839
	1,159
	395,873
	280,904
	1%
	22%
	59%
	18%
	0%
	71,257

	
	Unsealed Roads
	858
	858
	28,649
	23,902
	0%
	0%
	100%
	0%
	0%
	-

	
	Bridges
	-
	-
	8,034
	1,315
	7%
	12%
	72%
	6%
	3%
	723

	
	Footpaths
	625
	625
	38,400
	20,420
	6%
	10%
	33%
	36%
	15%
	19,584

	
	Kerb and Gutter
	-
	254
	96,005
	33,447
	1%
	22%
	59%
	18%
	0%
	17,281

	
	Other Road Assets
	-
	-
	28,260
	11,740
	1%
	22%
	59%
	18%
	0%
	5,087

	
	sub total
	2,322
	2,896
	595,221
	371,728
	1.4%
	20.0%
	59.5%
	18.1%
	1.0%
	113,932

	

Stormwater Drainage
	
	
	
	
	

	
	Stormwater Conduits (pipes & channels)
	
494
	
494
	
81,637
	
60,809
	
67%
	
24%
	
7%
	
1%
	
1%
	
1,633

	
	Inlet & Junction Pits
	497
	497
	16,773
	11,929
	77%
	16%
	3%
	3%
	1%
	671

	
	Head Walls
	85
	85
	1,650
	967
	77%
	16%
	3%
	3%
	1%
	66

	
	sub total
	1,076
	1,076
	100,060
	73,705
	68.8%
	22.5%
	6.3%
	1.4%
	1.0%
	2,370

	
	Grand Total
	9,375
	9,625
	954,371
	601,202
	
	183,178


Notes:
(1).	Percent in poor condition (condition 4 & 5 combined) agreed with the community in 2012.
(2).	Satisfactory is defined as “satisfying expectations or needs, leaving no room for complaint, causing satisfaction, adequate”.
The estimated cost to bring assets to a satisfactory standard is the amount of money that is required to be spent on an asset to ensure that it is in a satisfactory standard. This estimated cost should not include any planned enhancements (ie.to heighten, intensify or improve the facilities).
The estimated Cost to Bring to Satisfactory is calculated as the % of assets in condition 4 and 5 multiplied by the Current Replacement Cost.
(3).	Required Annual Maintenance is “what should be spent to maintain assets in a satisfactory standard.
(4).	Actual Maintenance is what has been spent in the current year to maintain the assets.
Actual Maintenance may be higher or lower than the required annual maintenance due to the timing of when the maintenance actually occurs.
(5).	Current Replacement Cost is the cost to replace the asset at 30 June 2014.
(6).	Written Down Value is in accordance with Note 9 of Council's General Purpose Financial Statements.
(8).	Infrastructure Asset Condition Assessment "Key"
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[bookmark: _Toc412798920]Contribution plan costs above the cap
You should complete this section if the special variation seeks funding for contributions plan costs above the development contributions cap. Otherwise, leave this section blank.
Please explain how the council has established the need for a special variation to meet the shortfall in development contributions.
For costs above the cap in contributions plans, a council must provide:[footnoteRef:5] [5:  	See Planning Circular 10-025 dated 24 November 2010 at www.planning.nsw.gov.au and for the most recent Direction issued under section 94E of the Environmental Planning and Assessment Act 1979.  See also Planning Circular PS 10-022 dated 16 September 2010.] 

a copy of the council’s section 94 contributions plan
a copy of the Minister for Planning’s response to IPART’s review and details of how the council has subsequently amended the contributions plan
details of any other funding sources that the council is proposing to use
any reference to the proposed contributions (which were previously to be funded by developers) in the council’s planning documents (e.g., LTFP and Asset Management Plan (AMP).


The Council is not seeking funding for contributions plan costs above the development contributions cap. 

Table 3.20:  Document Reference for Section 3
	Attachment No.
	Document

	1
	Relevant extracts from Community Strategic Plan

	3
	Long Term Financial Plan 2014-2024

	4
	TCorp Financial Assessment Report on BMCC

	5b
	Community Engagement Materials

	5c
	Community Workshop Presentation

	6a
	Outcomes of Resourcing Our Future Community Consultation 

	6b
	Report on Resourcing our Future Telephone survey

	6c
	Report on Resourcing Our Future Area Community Workshops 

	10
	Service Dashboards: Summary Service & Asset Plans 

	13
	Resourcing Strategy 2014-2024

	15
	Community survey Results 2009-2014

	Part A
	Worksheet 5 and 7





[bookmark: _Toc412798921]Assessment criterion 2: Community awareness and engagement
Criterion 2 within the OLG Guidelines is:
Evidence that the community is aware of the need for and extent of a rate rise.  The IP&R documentation should clearly set out the extent of the General Fund rate rise under the special variation.  The council’s community engagement strategy for the special variation must demonstrate an appropriate variety of engagement methods to ensure an opportunity for community awareness and input to occur.
In responding to this criterion, the council must provide evidence that: 
· it has consulted and engaged the community about the special variation using a variety of engagement methods and that the community is aware of the need for, and extent of, the requested rate increases
· it provided opportunities for input and gathered input/feedback from the community about the proposal
· the IP&R documents clearly set out the extent of the requested rate increases.
In assessing the evidence, we will consider how transparent the engagement with the community has been, especially in relation to explaining: 
· the proposed cumulative special variation rate increases including the rate peg for each rating category (in both percentage and dollar terms)
· the annual increase in rates that will result if the special variation is approved in full (and not just the increase in daily or weekly terms)
· the size and impact of any expiring special variation (see Box 4.1 below for further detail)
· the rate levels that would apply without the special variation
· proposed increases in any other council charges (e.g., waste management, water and sewer), especially if these are likely to exceed the increase in the CPI.
More information about how the council may engage the community is to be found in the OLG Guidelines, the IP&R manual, and IPART’s Fact Sheet Community Awareness and Engagement for special variation applications, October 2014.

	[bookmark: _Box6820]Box 4.1	Where a council is renewing or replacing an expiring special variation

	The council’s application should show how you have explained to its community:
· There is a special variation due to expire at the end of the current financial year or during the period covered by the proposed special variation.  This needs to include when the expiring special variation was originally approved, for what purpose and the percentage of (General Fund) general income originally approved.
· The corresponding percentage of general income that the expiring special variation represents for the relevant year.
· Whether the temporary expiring special variation is being replaced with another temporary or a permanent increase to the rate base.
· The percentage value of any additional variation amount, above the rate peg, for which the council is applying for through a special variation.
· If the proposed special variation was not approved i.e., only the rate peg applies, the year-on-year change in rates would be lower, or that rates may fall.
The council also must attach, to its application to IPART, a copy of the Instrument of Approval that has been signed by the Minister or IPART Chairman.

	


[bookmark: _Toc366160411][bookmark: _Toc412798922]The consultation strategy
The council is required to provide details of the consultation strategy undertaken, including the range of methods used to inform and engage with the community about the proposed special variation and to obtain community input and feedback.  The engagement activities could include media releases, mail outs, focus groups, statistically valid random or opt-in surveys, online discussions, public meetings, newspaper advertisements and public exhibition of documents.
The council is to provide relevant extracts of the IP&R documents that explain the proposed rate rises under the special variation and attach relevant samples of the council’s consultation material.

This section outlines how the Council undertook its community engagement on the proposed options for Resourcing Our Future, including the methods the Council used to inform, consult and involve the community.

This engagement was part of a longer-term dialogue with the community on how best to achieve affordable and acceptable levels of service. 

In 2010 the Council engaged the community on affordable service levels as part of a comprehensive community consultation on the Council’s first 10 year Resourcing Strategy and the update of the Council’s City Strategy/ Community Strategic Plan. 

In 2012 and 2013 the community was informed, consulted and engaged through a range of initiatives on the review and update of the Community Strategic Plan. This included discussion around whether residents would be prepared to pay increased rates in order to maintain and improve service levels. 

In mid-2014 the Council adopted the Resourcing Our Future: Community Engagement Strategy for implementation (see Attachment 5a). The engagement process subsequently implemented was comprehensive, and included a number of different engagement methods, as detailed in the flow charts and tables that follow.
Methods of Engagement in 2014
The methods used by the Council to inform its community and obtain feedback are detailed in the Outcome of Community Consultation Report (Attachment 6a) and summarised in the flowcharts and table below.

To support the community engagement process, a comprehensive package of information was provided on the Council’s website, with hard copies of key documents available for viewing at libraries and the Council’s Katoomba office. As detailed in Attachment 5b, the consultation and engagement process included:

· Public exhibition of updated Integrated Plans over an extended 43 day period, including the draft updated Resourcing Strategy 2014-2024, Service Dashboards: Summary Service and Asset Plans and a Supplementary Delivery Program (covering the period of the proposed special variation 2015/16 to 2018/19) – with all of these documents detailing the impact of the three alternative funding options / financial scenarios for Resourcing Our Future on service levels.

· A letter and four-page brochure with cut-off submission strip and reply-paid envelope sent to 32, 531 ratepayers from the Mayor, early in the exhibition period.

· A rating calculator provided on the Have Your Say - Resourcing Our Future website – allowing residential, business and farmland ratepayers to determine the actual impact of each funding option on their rates themselves or have Council staff do it in their behalf.

· Comprehensive Information sheets were available online, at Council’s head office and branch libraries at Blackheath, Katoomba, Lawson and Blaxland – with Information Sheet 1: A Better Blue Mountains  including rates calculation tables by land value ranges for Residential, Business and Farmland properties

· Three half-page display ads and four public notices in the Blue Mountains Gazette

· Business cards with details on how to find more information were provided to Councillors to hand out to members of the community 

· An independent firm, IRIS Research, being engaged to implement:
· A telephone survey of a statistically representative sample of ratepayers; and 
· Five three hour Area Community Workshops with a cross-section of the community. Attachment 5c shows the presentation delivered by IRIS and Council staff at these workshops to explain the impact of the three options on service levels and obtain feedback from participants on their preferred level of service provision for each service activity area of the Council. The detailed results of these Workshops are presented in Attachment 6c.


[image: ]
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The Table below provides an overview of Resourcing Our Future community consultation and engagement activities. Samples of the consultation materials used by the Council as part of the Resourcing Our Future community engagement process are included in Attachment 5b.
Table 4.1: Overview of Community Engagement for Resourcing Our Future
	Communication Activity & Aims
	Communication Channels
	Target Group
	Time Period
	Level of Engagement

	Public exhibition and call for submissions
· To exhibit the updated Resourcing Strategy, Service Dashboards and Supplementary Delivery Program, which include the three options for Resourcing our Future – two of which propose a special variation and the continuation of the existing Environment Levy
· To obtain community feedback and consultation on the documents and the three resourcing options through seeking  formal submissions from the community
· To inform community that the Council is considering whether or not to apply for a special rate variation – with this decision being informed by results of the exhibition and engagement

	

· Display of key documents in libraries and at Katoomba council office
· Council website and Have Your Say site – including online submission form and rates calculator, links to supporting documents such as Information Sheets and FAQs
· Media releases
· Display ads and communicator column in Blue Mountains Gazette
· Information toolkit for Councillors and Council staff
	

General community

Local organisations

Ratepayers (residential, farmland, business)
	

4 Aug –
15 Sep 2014
	

Inform, involve and consult

	Mail out to ratepayers
· To promote the public exhibition period of the updated Resourcing Strategy, Service Dashboards and Supplementary Delivery Program
· To invite feedback on the three options for Resourcing our Future
· 
	
· Letter from Mayor with summary 4-page brochure (Resourcing Our Future: Have your say on options for achieving a better Blue Mountains) mailed to 32,531 ratepayers
· Brochure contains tear-off slip and reply-paid envelope for ratepayers to make submission on their preferred resourcing option
· URL for Have Your Say website with additional information including three Information Fact Sheets on A better Blue Mountains, Your Environment Levy, Council’s cost savings, efficiencies and revenue initiatives and Frequently Asked Questions (FAQ)

	
32,531 Ratepayers (residential, farmland, business)
	
11 Aug 2014
	
Inform, involve and consult

	Telephone survey of a representative cross-section of ratepayers
· To engage a representative cross-section of ratepayers to obtain their views on the three options for Resourcing our Future

	
· Survey of a statistically representative sample of 504 ratepayers who had read the Resourcing our Future brochure
	
Ratepayers
(cross-section by location, age and sex)
	
16-19 August 2014
	
Consult

	Area workshops
· To engage with a cross-section of residents on the three resourcing options and their impacts on affordable levels of service provision
· To gain feedback from this sample of the community
· To engage community on the Council’s Draft Waste Strategy, taking into consideration potential financial impacts

	
· Five area-based workshops were conducted in Blackheath, Katoomba, Lawson, Springwood and Blaxland
· Independent facilitation, documentation and analysis of results by IRIS Research
· PowerPoint presentation of alternative resourcing options as outlined in the Service Dashboards
· Service Dashboards used to support workshops

	
General community 
	
30 Aug,
31 Aug,
6 Sep,
13 Sep and 
14 Sep 2014
	
Inform, involve, consult and collaborate

	Online Rates Calculator
· To provide targeted information to individual ratepayers about the impact on rates under each option 
	
· Rates calculator promoted in supporting documents such as FAQs
· Ratepayers could either go online themselves or phone staff for assistance
	
Ratepayers (residential, farmland, business)
	
During period of public exhibition and community engagement

	
Inform and involve

	Enquiry response management
· To manage community phone-in enquiries and respond to written enquiries on Resourcing our Future
· To prepare councillors and BMCC staff to address issues relating to community engagement on the three options for Resourcing our Future

	
· Information toolkit including responses to Frequently Asked Questions and key communication products
· Information telephone ‘huntline’ implemented to manage impact on the Council’s call centre and rating teams and to ensure all enquiries are appropriately directed and addressed

	
Ratepayers
(residential, farmland, business)

General community
	
During period of public exhibition and community engagement
	
Inform and involve



The information provided by the Council was clear and transparent in the way it explained the options being considered and the impact on rates for each of the three options. This is shown in the extracts below from exhibited IPR documents and also from consultation material (further detailed and shown in Attachment 5b). 
Extract from Exhibited Resourcing Strategy 2014-2024 – page 93 (Attachment 13) 
The table below was also provided in Information Sheet 1: A Better Blue Mountains (Attachment 5b, page20)
[image: ]



[image: ]Extract from 4 Page Brochure sent to 32,531 ratepayers (see Attachment 5b, page 5) – showing the impact of each option on average rates, the cumulative increase to rates under each option and  explanation to the community regarding expiration of an existing Environment Levy and its proposed continuation under Options 1 and 2 but not under Option 3. This information was also conveyed in Information Sheets provided in Attachment 5b.
Extract from Exhibited Supplementary Delivery Program 2013-2017 – page 23 (Attachment 2)

[image: ]



Extract from Supplementary Delivery Program– see page 51 & 52 (Attachment 2)
[image: ]

The methods by which the Council met the community engagement guidelines are summarised in the table below.
Table 4.2 Overview of Achievement of the Community Engagement Requirements
	Requirement to clearly communicate….
	Achieved?
	How?

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

	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	The exhibited Resourcing Strategy 2014-2024 showed the proposed cumulative special variation rate increases (including the rate peg) for each rating category, in both percentage and dollar terms  (see Attachment 13, page 93) 

The exhibited Supplementary Delivery Program 2015/16 -2018/19 showed this information (see Attachment 2, page 21).

Information Sheet 1: A Better Blue Mountains (see Attachment 5b, page 20) set out the cumulative special variation rate increases for each rating category including residential, business and farmland ratepayers in both percentage and dollar terms. 

The Resourcing Our Future brochure (see Attachment 5b, page 5) set out the special variation rate increases in both dollar and percentage terms, and described the total cumulative increase in percentage terms. It showed the impact on rates of the expiring Environment Levy not being renewed under Option 3 and its proposed reinstatement impact on rates under Option 1 and Option 2.



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

	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	The exhibited Resourcing Strategy 2014-2024 showed the annual increase in rates that will result if the special variation is approved in full (see Attachment 13, page 93) 

Annual increases in rates for residential and business ratepayers under each of the proposed options were clearly explained in the Resourcing Our Future brochure. 

Annual increases in rates that will result if the special variation is approved in full  for residential, business and farmland ratepayers, was provided in Information Sheet 1: A Better Blue Mountains (see Attachment 5b, page 20). 

In addition, a rating calculator was provided on the Have Your Say website where ratepayers could enter their current rates and an estimate of the ordinary rates they could expect to pay for future rating years under each option was calculated automatically.


	The size and impact of any expiring special variation 

	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	Information about the expiry of the Environment Levy in June 2015, its size and impact on rates under Option 3  and the proposal to continue it on a permanent basis under Options 1 and 2 was clearly communicated in:

· The Resourcing Our Future brochure (see Attachment 5b,   page 5) sent to 32,531 ratepayers
· Information Sheet 1: A Better Blue Mountains (see Attachment 5b, page 20 and Information Sheet 2: Your Environment Levy (see Attachment 5b).
· The exhibited Resourcing Strategy 2014-2024 (see Attachment 13, page 93)
· The exhibited Supplementary Delivery Program (see Attachment 2, pages 21, 43 and 44.



	The rate levels that would apply without the special variation

	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	
The exhibited Resourcing Strategy 2014-2024 showed this relative to Option 3 for residential, business and farmland ratepayers (see Attachment 13, page 93)

The exhibited Supplementary Delivery Program showed this relative to option 3 for residential, business and farmland ratepayers (see Attachment 2, pages 21, 43 and 44.

All of the community engagement materials included details of Option 3, which is the no special variation scenario. 

The Resourcing Our Future brochure showed the impact of the no special variation option for residential and business ratepayers and explained that a slight decrease in rates would occur for 2015/16 under Option 3 as a result of discontinuing the Environment Levy.


	Proposed increases in any other council charges (e.g. waste management, water and sewer), especially if these are likely to exceed the increase in the CPI

	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	There was a draft waste strategy on public exhibition at the same time as the Resourcing Our Future public exhibition. The impact of the waste strategy options was presented in conjunction with the Resourcing Our Future options at the area workshops. 

The outcome of the waste strategy is that there will be no  increases in the waste charges likely to exceed CPI and as a result of a Council decision on 9 December 2014, recycling contract costs will result in a $30 reduction in the Domestic Waste Management Charge per residential ratepayer, per annum from July 2016.  . 


	What the special variation will fund
	[image: C:\Users\jstewart\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.IE5\6YUOMJOX\MC900432530[1].png]
	A high level summary of the targeted areas of expenditure was provided in the Resourcing Our Future brochure. 

More detailed tables showing the proposed allocation of additional special variation revenue under Options 1 and 2 were provided in:
· Information Sheet 1: A Better Blue Mountains  (see Attachment 5b, pp 16-17)
· The Frequently Asked Questions (FAQ) document under the question – How will the Council spend any additional income? (see Attachment 5b, pp 20-23)
· The exhibited  Resourcing Strategy 2014-2024  (see Attachment 13, page 31 and pages 94-95) 
· The exhibited Service Dashboards: Summary Service and Asset Plans (showing how expenditure under the different funding options would impact service levels)
· The exhibited Supplementary Delivery Program (see Attachment 2, pages 23 – 33.






[bookmark: _Toc366160413][bookmark: _Toc412798923]Feedback from the community consultations
Summarise the outcomes and feedback from the council’s community engagement activities.  Outcomes could include the number of attendees at events and participants in online forums, as well as evidence of media reports and other indicators of public awareness of the council’s special variation intentions.  Where applicable, provide evidence of responses to surveys, particularly the level of support for specific programs or projects, levels and types of services, investment in assets, as well as the options proposed for funding them by rate increases.
Where the council has received submissions from the community relevant to the special variation, the application should set out the views expressed in those submissions.  Please refer to Section 1.2 concerning how the council should handle confidential content in feedback received from the community.  The council should also identify and document any action that it has taken, or will take, to address issues of common concern within the community.  
Introduction
This section summarises the outcomes of the consultation process undertaken by the Council on the options for Resourcing Our Future. 
Further analysis of the results of the community engagement can be found in the attached Outcomes of Resourcing Our Future Community Consultation Report (Attachment 6a), the report on the outcomes of an independently conducted telephone survey of a representative cross-section of ratepayers (Attachment 6b) and in the report on the results of five area-based community workshops conducted with a randomly selected cross-section of residents taking into consideration, age, gender and location (Attachment 6c).

A comprehensive program of community engagement and consultation was implemented over the period 4 August to 15 September 2014 (43 days) on the proposed three options for Resourcing Our Future. 

Overall, community engagement was highly successful relative to the scale of response from the broader community – with over 4,300 public submissions being received – and as evidenced from media articles in the local newspaper (see Attachment 5b). 

Councillors were provided with a full copy of the submissions received to inform their decision-making on which option to proceed with. 

Comprehensive governance procedures and protocols were implemented to ensure a fair and equitable submission process.  

The following table shows the estimated number of people who were engaged in the Resourcing Our Future engagement process by type of consultation and engagement activity.

Table 4.3 Overview of Number of residents and Ratepayers Engaged by Type of Engagement Activity
	Type of Engagement
	Number of residents/ratepayers engaged

	Mail out to ratepayers – Letter from Mayor and four page brochure
	· Sent to 32,531 ratepayers with reply paid submission form to support input being provided

	Public exhibition of IPR documents and call for submissions over 43 days at same time community engagement activities implemented

IPR documents exhibited included: Resourcing Strategy 2014-2024; its  companion document Service Dashboards: Summary Service and Asset Plans 2014; and Supplementary Delivery Program 2015/16- 2018/19 

All exhibited documents showed  the impact of the three alternative options for Resourcing Our Future on service levels
	· 4,312 valid submissions received

	Online activity
	· 1,133 unique visits to the Have Your Say Resourcing Our Future website

	Independent Telephone survey conducted by IRIS Research of a statistically representative sample of ratepayers
	· 504 randomly selected ratepayers surveyed

	3 hour Area Community Workshops conducted at Blackheath, Katoomba, Lawson, Springwood and Blaxland
	· 230 participants recruited by IRIS Research confirmed attendance with  91 attending on the various days

	Response to enquiries and submissions
	· Over 150 written submission responses and  35 phone enquiries addressed 




Three major forms of community consultation and engagement were implemented:

a) Public Exhibition and Call for submissions – Supported by information package mailed out to all ratepayers
b) Independently conducted telephone survey
c) Implementation of five Area Community Workshops

In summary, as evidenced in the table below, each method of engagement showed majority support for Option 1: Service Levels Improved, which would be achieved through a special rates variation. There was less support for Option 2 and significantly less support for Option 3.


Table 4.4 Summary of preferred option from each engagement method
	OPTION
	Public Exhibition Valid Submissions
(n=4,312) 
	Independent Telephone Survey of Ratepayers*
(n=504)
	Area Community 
Workshops
(n=90)

	
	SUPPORT FOR DIFFERENT OPTIONS (%)

	Option 1
Service Levels Improved
	54.6%
	48.8%
	58.3%

	Option 2
Service Levels Maintained
	23.3%
	35.7%
	35.7%

	Option 3 
Service Levels Reduced
	20.4%
	15.5%
	6.0%

	Comments Only
	1.7%
	-
	-

	Total
	100.0%
	100.0%
	100.0%


*   In addition, when asked how supportive they were of Option 1 itself, 64% of survey respondents indicated medium (16%) or high support (48%) (see Attachment 6b, page 14). 

The key messages from consultation were that most residents did not want service levels to reduce and they were willing to pay the additional rates for this to be achieved. This has been a consistent community response since consultation began in 2012. 

However, there is a strong expectation that the Council needs to continue its focus on being efficient. Section 7 outlines the Council’s past and continuing commitment to delivering best value services that meet assessed needs of the community as cost effectively and efficiently as possible. 
Public Exhibition and Call for submissions – Supported by Information Package Mail Out to Ratepayers

Key elements of the Public Exhibition process for Resourcing Our Future included:

· Informing rate payers ahead of the community engagement that the Council was planning to engage with the community on possible increases to rates as part of its adopted Six Point Strategy for Financial Sustainability through: through the Council’s News from The Hill ratepayer newsletter (see Attachment 5b); and the Council’s earlier adopted IPR documents including the 2013-2023 Resourcing Strategy and Delivery Program 2013-2017 Operational Plan 2014-2015  which stated on page 24:
“In 2013, community engagement on the update of the Community strategic Plan – Sustainable Blue Mountains 2025, confirmed as a priority that the Council continue its focus on improving its financial sustainability through implementing six financial strategies including further engaging community in 2014 on possible further special variation to rates and continuation of the existing Environment Levy…..

What Will Happen Next
· The Council will develop a number of different options in considering a special variation to rates.
· These options will present the various scenarios for not increasing or increasing rates revenue, how this will be allocated to services and what this will mean for the long term financial sustainability of the Council and levels of affordable service delivery.
· The community will be presented with these options later in 2014 and the Council will provide a range of ways for community to have their say, including a call for submissions through a public exhibition process.
· The elected Council will then decide on a preferred option.
· If the preferred option is to apply for a special variation to rates, the council will submit its application in February 2015 to the Independent Pricing and Regulatory Tribunal.

· Public exhibition of updated Integrated Plans detailing the impact of three alternative options /financial scenarios for Resourcing our Future -  including the Council’s Draft Resourcing Strategy 2014-2024 (Attachment 13), Service Dashboard: Summary of Service and Asset Plans(Attachment 10)  and Draft Supplementary Delivery Program 2015-2019 (Attachment 2). These documents were publicised and made available in hard copy at the Katoomba Council office headquarters front counter and displayed in Council libraries across the Mountains. They could be viewed on-line at:  www.bluemountainshaveyoursay.com.au/ResourcingOurFuture. The public exhibition process included a call for public submissions on the exhibited documents and in particular on the three options for Resourcing our Future.

· Standard Council public submission forms were made available at Council’s Katoomba front office, in libraries and on-line at the Blue Mountains Have Your Say site for Resourcing Our Future.
· A letter from the Mayor and a four page brochure – Resourcing Our Future – Have Your say on Options for Achieving A Better Blue Mountains - with cut off submission strip and reply paid envelope to facilitate submissions, was sent to every ratepayer (see Attachment 5b, Section 1). 
The brochure and other supporting material (FAQs and Information Sheet 1) detailed the cumulative increase to rates under each funding option – including cumulative increases over four years respectively of 40.4% for Option 1: Service Levels Improved, 32.1% for Option 2: Service Levels Maintained and 12.6% for Option 3: Service Levels Reduced. 
The brochure showed the expiry of the existing Environment Levy in June 2015 and the impact of reinstating it in Options 1 and 2 and discontinuing it in Option 3. 
The brochure provided links to more detailed information - including three Information Sheets and a Frequently Asked Questions document (provided in Attachment 5b) including:
· Information Sheet 1: A Better Blue Mountains including overview of the three options and a Rates Calculator by Land Value Ranges (pages 21 to 23)
· Information Sheet 2: Your Environment Levy 
· Information Sheet 3: Cost Savings, Efficiency and Revenue Initiatives – noting that achievements in this area were conservatively presented and further analysis since the time of the engagement process as detailed in Section 7, shows even higher levels of cost savings over last four years.
· Resourcing Our Future – Frequently Asked Questions
The brochure also linked ratepayers a rating calculator on the Have Your Say website where residential, farmland and business ratepayers could enter their current rates and an estimate of the ordinary rates they could expect to pay for future rating years under each option was automatically calculated.

· Three half-page display ads placed in the local Blue Mountains Gazette and  four public notices placed in the Council Communicator page of the Gazette (see Attachment 5b)

· Business Cards with details on how to find out more about options for Resourcing Our Future were provided to Councillors to hand out to community members seeking further information.  

Results from Call for Public Submissions

A total of 4,312 valid submissions were received from the community expressing their views on options for Resourcing Our Future. This is more than triple the 1,287 submissions received for the previous special variation consultation in 2012, and the most submissions that the Council has received through any public exhibition process. A further 178 submissions were deemed to be invalid following a thorough governance review. Of these, 83 were submissions without name and address information, 65 had no option selected or comments provided, and 30 submissions were identified as duplicate submissions (more than one submission per person). 

Table 4.5 Total number of submissions received
	Type of Submission
	No.
	%

	Valid submissions
	4,312
	96.0%

	          Received during the public exhibition period
	4,203
	93.6%

	          Received after the public exhibition period
	109
	2.4%

	Invalid submissions
	178
	4.0%

	          Anonymous submissions
	83
	1.8%

	          No option chosen and no comments
	65
	1.5%

	          Duplicate submissions
	30
	0.7%

	Total
	4,490
	100.0%



Submission method
The most popular submission method was via the brochure and reply-paid envelope which was sent to all ratepayers, accounting for 94.8% of valid submissions.

 Table 4.6 Submission method for valid submissions
	Type of Submission
	Number
	Percentage

	Submission slip from brochure
	4,088
	94.8%

	Online submission form
	81
	1.9%

	Submission forms (downloaded of from library/front counter)
	50
	1.2%

	Letters
	40
	0.9%

	Emails
	28
	0.6%

	Photocopied slip from brochure
	25
	0.6%

	Total valid submissions
	4,312
	100.0%



As shown in the table below, of the total valid submissions received, 54.6% were in support of Option 1: Improve Service Levels with almost four out of every five submissions (77.9%), being in support of either Option 1 or Option 2. 

Table 4.7: Preferred option  
	Preferred Option
	No.
	%

	Option 1
	2,355
	54.6%

	Option 2
	1,004
	23.3%

	Option 3
	880
	20.4%

	Comments only
	73
	1.7%

	Total
	4,312
	100.0%












Comments raised in valid submissions
Of the 4,312 valid submissions, the overwhelming majority (3,736 or 87%) simply responded by ticking an option on one of the various submission forms (online or in the brochure sent to every ratepayer). A total of 576 submissions, however, included comments. This section summarises the key themes of these comments by option.

Option 1
Only 159 out of the 2,355 Option 1 submissions (7%) received provided comments regarding their choice. Key themes raised are summarised below – with many raising multiple issues.
     Table 4.8: Key themes raised in submissions supporting Option 1
	Key themes 
	
Number

	Need to improve specific services and facilities including:
· Roads/kerb and gutter (11)
· Community services and facilities (11)
· Footpaths and pedestrian access(10)
· Green waste removal (9)
· Environmental programs/environmental sustainability (8)
· Recreational facilities for community/for young people (8)
· Natural disaster preparedness/bushfire prevention (4)
· Town planning/improved streetscapes (e.g. Katoomba, Blackheath, Lawson) (4)
· Less facilities but of higher quality e.g. improved libraries, pools and parks (4)
· Blue Mountains RSPCA animal shelter funded (4)
· Accessible facilities including toilets, parking, pathways (3)
· Dog off leash areas (2)
· More bulky waste pickups (2) 
	60

	Happy to pay more to have improved services and facilities/vibrant City/stop the decline
	35

	Support paying more and would like Council to improve its: efficiency/ productivity/streamline administration/reduce wastage/reduce debt/increase revenue from other means such as user pays
	30

	Support for Environment Levy and Environmental programs
	16

	Positive comments on the performance of the Council and the consultation process 
	16

	Values and wants to keep Blue Mountains as a special place with its unique natural and built character and unique World Heritage environment/recognises this is costly and we all need to contribute if we live here
	12

	Range of suggestions made for improving community consultation on the options 
	10

	Some affordability concerns /hopes there are ways of helping very low income people
	8

	Range of concerns regarding addressing impacts of natural disasters including bushfires which are becoming more frequent
	6

	Would like to see fewer facilities but of better quality e.g. improved  libraries, pools, community centres and parks /would help achieve more sustainable service levels
	6

	Wants fair and equitable distribution of funding and services across the City/ perceived bias to upper mountains and tourist areas
	5

	The rate increase proposed is modest/have capacity to pay
	4

	Other levels of government should reinstate funding cuts to Council
	2

	Other issues and comments - wide range 
	24


Note: many submissions made more than one comment so total number of comments is greater than the number of submissions received

Option 2

Only 124 out of the 1,004 submissions received supporting Option 2 (or 12%) provided comments regarding their choice. Key themes raised are summarised below.
Table 4.9: Key comments from submissions supporting Option 2
	Comment
	Number

	Council needs to improve its efficiency/ productivity/ streamline administration/ reduce wastage, reduce debt, find other sources of revenue (including more user pay)
	33

	Can't afford a larger increase/affordability concerns
	20

	My rates are more than the average/too high already
	14

	Important to improve/maintain services and facilities in following areas: emergency services, natural environment, built infrastructure, green bins, footpaths, guttering, disabled access, RSPCA, weed removal, theatre space in Katoomba, upper mountain cycle paths connecting villages, roundabouts or lights on Hawkesbury Rd
	16

	Lack of services and/or facilities currently
	12

	Other - wide range of miscellaneous comments
	80


Note: many submissions made more than one comment so total number of comments is greater than the number of submissions received

Option 3 

Out the 880 Option 3 submissions received, 221 (or 25%) had comments. Of note is that 13 submissions did support the continuation of the Environment Levy while supporting reductions in services elsewhere. Other key themes raised are summarised below.
Table 4.10: Key comments from submissions supporting Option 3
	Comment
	Number

	Council needs to improve its efficiency/ productivity/ streamline administration/ reduce wastage, reduce debt, find other sources of revenue (including more user pay)
	75

	Can't afford an increase/affordability concerns
	38

	My rates are more than the average/too high already
	30

	Lack of services and/or facilities currently or don’t use facilities
	29

	Lack of information provided/misleading information
	27

	Not happy about Council’s past performance
	23

	Reduce services & facilities with the following suggestions provided - travel, cultural and arts areas, food for meetings, running two administration centres, environment work, Land & Environment Court proceedings, sister cities, nuclear free zones, anything other than roads & rubbish, pools, libraries, train book service, murals, consultations, keep to core business only
	23

	Allow more development to increase rate base
	14

	Should lobby more for less cost shifting or to get more funding from other levels of government
	10

	Other issues and comments - wide range 
	8


Note: many submissions made more than one comment so total number of comments is greater than the number of submissions received


Comments only
A total of 73 submissions did not specify a preferred option though included Comments. The main comments from these submissions were:
       Table 4.11: Key comments from submissions with no preferred option
	Comment
	Number

	Council needs to be more efficient/not waste money
	27

	Negative comment on the consultation process
	17

	Can't afford an increase/affordability concerns
	8

	Increase rate base/other revenue streams/more user pays
	8

	Not happy with Council’s performance
	6

	More user pays or other sources of revenue
	6

	Other issues and comments - wide range of miscellaneous comments
	27


Note: many submissions made more than one comment so total number of comments is greater than the number of submissions received
Independently conducted telephone survey
An independent research firm IRIS Research was engaged to implement a telephone survey of a statistically representative sample of 504 ratepayers who had read the Resourcing Our Future four page brochure mailed out to 32,531 ratepayers in August 2014. 
The survey was conducted with 504 adult decision-makers, with participants randomly selected across the City in proportion to population densities. This ensured a geographic spread, an approximate 50:50 gender split and a spread of age groups to deliver a statistically valid and representative sample of ratepayers at whole of city level with a maximum sampling error on proportion for total sample of +/- 4.4%. 
The survey was administered only to randomly selected ratepayers who had received and read the Resourcing Our Future brochure. It was conducted from 16 to 19 August 2014. A full report on the results of the survey (prepared by IRIS) is included in Attachment 6b.
An independently conducted statistically significant survey of 504 ratepayers was also conducted. This survey asked respondents how supportive they were of each option in turn and then which of the three options for Resourcing Our Future they most supported. Just under two thirds or 64% had medium to high support for Option 1. When asked which of the three they most supported, 49% supported Option 1, 36% Option 2 and only 15% Option 3.  

Table 4.12: Preferred option from the telephone survey
	Preferred Option
	No.
	%

	Option 1
	246
	48.8%

	Option 2
	180
	35.7%

	Option 3
	78
	15.5%

	Total
	504
	100.0%














Combined support for Options 1 and 2 was 84.5%. In other words, more than eight out of every ten respondents preferred one of the options involving a special variation to rates. The key reasons survey respondents supported different options are detailed in Attachment 6b.
The survey also asked respondents how supportive they were of the Environment Levy being continued beyond its expiry in June 2015. A total of 77.4% were highly supportive of this and a further 10.3% had medium support (see Attachment 6b, page 13).
Implementation of five Area Community Workshops
Results from Area Community Workshops 
In August and September 2014 five Area Community Workshops were conducted across the Mountains (in Blackheath, Katoomba, Lawson, Springwood and Blaxland) to assess the views of a randomly selected cross-section of residents on the three resourcing options. IRIS Research recruited a total of 230 participants who confirmed they would be attending the workshops. A total of 91 however, actually participated in the workshops, with 84 filling out key components of workbooks capturing views on preferred service levels and resourcing option. 
The workshops were independently facilitated and documented by IRIS Research and ran for 3 to 3.5 hours. They included a comprehensive interactive presentation on Resourcing Our Future options (provided in Attachment 5c) and background information on the City context, challenges and strategy for becoming financially sustainable. In addition, participants were also briefed on the Council’s Draft Waste Resource Strategy which was on public exhibition at the time of the workshops. Attachment 6c presents a comprehensive report on the results of the workshops.
A full report on the results of the workshops is provided in Attachment 6c. In summary, 58.3% of workshop participants nominated Option 1 as their preferred level of service at the end of the workshop, and more than nine out of every ten workshop participants (94%) indicated support for either Option 1 or Option 2. 

Table 4.13: Preferred option from the area workshops
	Preferred Option
	No.
	%

	Option 1
	49
	58.3%

	Option 2
	30
	35.7%

	Option 3
	5
	6.0%

	Total
	84
	100.0%










Table 4.14: Document reference for Assessment Criteria 2
	Attachment No.
	Document

	5a
	Resourcing Our Future Community Engagement Strategy

	5b
	Community Engagement Materials

	5c
	Community Workshops Presentation

	6a
	Outcomes of Resourcing Our Future Community Consultation

	6b
	Report on Resourcing Our Future: Telephone Survey

	6c
	Report on Resourcing Our Future: Community Workshops




[bookmark: _Toc412798924]Assessment criterion 3: Impact on ratepayers
Criterion 3 within the OLG 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 IP&R processes should:
clearly show the impact of any rises upon the community
include the council’s consideration of the community’s capacity and willingness to pay rates and
establish that the proposed rate increases are affordable having regard to the local community’s capacity to pay.
The impact of the council’s proposed special variation on ratepayers must be reasonable.  To do this, we take into account current rate levels, the existing ratepayer base and the purpose of the special variation.  We also review how the council’s IP&R processes have assessed whether that the proposed rate rises are affordable having regard to the community’s capacity and willingness to pay.
[bookmark: _Toc366160417][bookmark: _Toc412798925]Impact on rates
Much of the quantitative information we need on the impact of the special variation on (General Fund) rate levels will already be contained in Worksheet 5a and 5b of Part A of the application.
To assist us further, the application should set out the rating structure under the proposed special variation, and how this may differ from the current rating structure, or that which would apply if the special variation is not approved.
We recognise that a council may choose to apply an increase differentially among categories of ratepayers.  If so, you should explain the rationale for applying the increase differentially among different categories and/or subcategories of ratepayers.  This will be relevant to our assessment of the reasonableness of the impact on ratepayers.
Councils should also indicate the impact of any other anticipated changes in the rating structure.


Current and Proposed Rating Structure

The Council uses a differential ad valorem rating system that incorporates minimum rate amounts as its method for rating land, for all rating categories in the City. Land has been categorised in accordance with Sections 515 to 519 of the Local Government Act 1993. 

The rating structure shown in Table 5.1 applies under the proposed special variation and will also apply if this application is not approved. The proposed special variation, if approved, will be applied equally across each of the rating categories. 
Table 5.1:  Rating Structure for 2015-16 with Proposed Special Variation
	Rating Category   (s514-518)
	Number of Properties
	Ad Valorem Rate
	Minimum
Amount
$
	Number on Minimum
	Land Value
as at
start of year
	Land Value of Land on Minimum
	Notional General
Income

	Residential
	34,311
	0.588866
	536.30
	1,468
	7,594,383,629
	87,012,795
	44,995,643

	Business
	1,318
	0.907285
	981.50
	354
	435,553,301
	15,591,836
	4,157,698

	Farmland
	138
	0.384585
	981.50
	5
	73,602,300
	658,300
	285,439

	 Mining
	0
	 
	 981.50
	0
	0
	0
	0

	 Total
	 35,767
	 
	 
	 1,827
	 8,103,539,230
	 103,262,931
	 49,438,780



Prior to July 2012, the Council levied many different rates for different townships and sub-categories within the local government area. With 26 different ad valorem rates and significant inequities in rates between properties of similar value in different parts of the City, this structure was not simple, fair or broadly uniform, and therefore not compliant with the Local Government Act 1993. Following a two year period of extensive analysis and  review of feedback from community engagement with residential, business and farmland ratepayers, the Council resolved in June 2012 to implement a rating reform program. The implementation of this reform was phased and staged over a three year period (2012/13 to 2014/15) to ease the impact of any adjustments on ratepayers. 

The numerous rating sub-categories were removed for Residential and Business ratepayers, with each category now having a single ad valorem and minimum rate. No changes were made to the Farmland and Mining rating categories. The reform also involved a slight increase to the income raised by Business rates, and a corresponding decrease in the income raised by Residential rates, to reduce the impact of rate adjustments on residents and distribute the rating burden more equitably between Residential and Business ratepayers.

Additionally, the reform resulted in a significant reduction in the minimum rate for most residential properties. This was in recognition that many of those with low residential land valuations are also socio-economically disadvantaged. In particular, the higher minimum rate for residential was reduced from $930.50 to $520.10. This decrease has lowered the rates payable for low land valuation properties and therefore has increased the capacity for these ratepayers to absorb any future rate rises. Further detail on the minimum rates can be found in Section 5.1.3. 

In summary, the reform has resulted in the current rating structure being simple, fair and broadly uniform, and compliant with the Local Government Act 1993. No further changes are proposed to the rating structure. 

Further details on the proposed rating structure and the impact on rates are contained in Worksheet 5a and 5b of Part A of this application.
Impact of proposed Special Variation on Rates

The impact of the proposed special variation on average residential, business and farmland rates is outlined in the Council’s Supplementary Delivery Program (see Attachment 2 pages 51-58). This document also presents the Rates and Annual Charges statement for each funding option over the period of the proposed special variation (2015/16 to 2018/19). 

The impact of the proposed special variation on a range of Residential, Business and Farmland land values is also provided in Attachment 5b (see Information Sheet 1 pages 18-20).

Table 5.2 below shows the annual increases in average rates over the four-year period of the special variation.
Table 5.2:  Annual Rate Increases with Proposed Special Variation (including Rate Peg)
	Rating Category
	2015/16
	2016/2017
	2017/18
	2019/19
	Total Increase over 4 years

	Residential
	$38
	$126
	$138
	$151
	$453

	Business
	$92
	$303
	$333
	$365
	$1,093

	Farmland
	$60
	$200
	$219
	$240
	$719


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

	Does the council have residential minimum rates?
	Yes [image: ]
	No |_|



If Yes, Does the council propose to increase the minimum residential rate by:
[image: ]The rate peg percentage  |_|   
The special variation percentage 
Another amount  |_|   Indicate this amount _____________

What will the residential minimum rate be after the increase?  		$536.30 for 2015/16
																				$587.75 for 2016/17
																				$644.20 for 2017/18
																				$706.05 for 2018/19.
The council must explain how the proposed special variation will apply to the minimum rate of any ordinary and special rate, and any change to the proportion of ratepayers on the minimum rate for all relevant rating categories that will occur as a result.
You should also explain the types of ratepayers or properties currently paying minimum rates, and the rationale for the application of the special variation to minimum rate levels.

In order to maintain the same relative distribution of the rating burden between minimum rate ratepayers and other ratepayers, the proposed special variation percentage increases will be applied equally to minimum rates as well as to general income.

In 2014-15, 1,468 ratepayers were on the Residential minimum, 354 ratepayers were on the Business minimum and five ratepayers are on the Farmland minimum. This equates to 5.1% of rateable assessments. The proposed special variation will not change this proportion of ratepayers on the minimum amount.
The capacity to pay principle suggests the higher the land value the greater the capacity to pay and vice versa. The reform of the rating structure, which included a significant reduction in the Residential minimum rate, acknowledges this principle. This reform provides further rationale for applying the proposed special variation increases to minimum rate levels, as the significant reduction in Residential minimum rates was purposefully planned for 2014-15, prior to the 2015 special variation application, providing a greater capacity to pay for those ratepayers.
[bookmark: _Toc412798926]Consideration of affordability and the community’s capacity and willingness to pay
The council is required to provide evidence in its IP&R documents of how it assessed the community’s capacity and willingness to pay the special variation’s rate increases.  This is to include an explanation of how the council established that the proposed rate rises are affordable for the community.
Evidence about capacity to pay could include a discussion of such indicators as SEIFA rankings, land values, average rates, disposable incomes, the outstanding rates ratio and rates as a proportion of household/business/farmland income and expenditure, and how these measures relate to those in comparable or neighbouring council areas.  
As many of these measures are highly aggregated, it may also be useful to discuss other factors that could better explain the impact on ratepayers affected by the proposed rate increases, particularly if the impact varies across different categories of ratepayers.
We may also consider how the council’s hardship policy (see Section 5.3 below) might reduce the impact on socio-economically disadvantaged ratepayers.

Capacity to Pay Assessment 
The decision to seek a rate variation was only made after significant effort was invested in improving Council efficiencies so as to minimise the need for additional income through rates. 
In determining the proposed special variation percentage increase, and its phased implementation over four years, ratepayers’ capacity to pay was assessed as was the impact of affordable levels of service provision on the community.

This section summarises the analysis undertaken on whether the proposed special variation is affordable and has a reasonable impact on ratepayers. For a more detailed assessment of socio-economic indicators and comparisons with other councils, see sections 2.7, 2.8 and 2.9 of the Resourcing Strategy 2014-2024 (Attachment 13).  

In addition to this desktop analysis, the Council tested community willingness and capacity to pay through a comprehensive and extensive community consultation process. 

This assessment, and community feedback, indicates that the majority of residents within the City appear to have capacity to pay additional rates, though a small number are experiencing some level of financially challenge. 

The Blue Mountains is in general a middle income area, with relatively less disadvantage when compared to Sydney, the state and other similar local government areas. Trends show that income levels are improving over time. 
However there are pockets of disadvantage within the City, particularly within Katoomba. The Council has spent significant revenue in recent years to boost employment prospects within the City through initiatives such as the renovation of Echo Point and the building of the Blue Mountains Culture Centre which includes a regional gallery and state-of-the-art library. In addition, the Council successfully sought and obtained a grant of $3.4 million to develop a business park at Lawson, again, to boost local employment prospects. The Council has also sponsored and supported targeted health, housing and employment initiatives for the upper Mountains with the NSW Depart of Health in past years. 
 
Despite these efforts, a minority of ratepayers are likely to have limited capacity to pay increased rates and may require special support and consideration or other measures under the Council’s Hardship Policy, detailed in Section 5.3 below. 

The analysis has included comparisons against other councils on an Office of Local Government group basis or against Greater Sydney, or the state as a whole. It is important to note, however, that the comparative performance of the Blue Mountains against other local government areas is difficult to assess since the Blue Mountains is the only council in NSW with the classification ‘urban fringe large’ (with just over 78,000 residents), as other councils in its OLG group number are considered ‘urban fringe very large’ (with a minimum of 120,000 residents). 

As well, rating comparisons are difficult due if not appropriate given the unique characteristics of the City - in particular its ribbon development and the resulting need for service duplication (as sought by the community) (refer to Figure 5.1 below), World Heritage responsibilities, being a major international and domestic tourism and the vulnerability of the Blue Mountains to natural disasters such as bushfires, windstorms and flooding (refer to Figure 5.2 below). Any higher than average rates when compared to other councils, are due to additional expenses faced by the Council due to these characteristics. 

Duplication of Services & Facilities
The Council incurs significant costs due to providing more services and facilities per head than many councils due to having 27 towns and villages spread along 100kms of mountainous terrain. As shown below, the Council has more public toilets, RFS/SES buildings, libraries and pools than more compact councils with similar populations to the Blue Mountains. 

Figure 5.1: Comparison of Number of Blue Mountains Assets with 
Other Council Areas of Similar Populations
[image: ]
Source: OLG Comparative Information on NSW Local Government Councils 2010-2011

Additional Expenditure Requirements
The chart below shows that the Council’s higher than average expenditure on environment and emergency management in comparison to the NSW State average. 

                                   Figure 5.2: Annual Expenditure ($000) on Services Per Resident
[image: ]
Source: OLG Comparative Information on NSW Local Government Councils 2010-2011

Capacity to Pay Measures
The assessment of capacity to pay considered a range of measures including:
a) Population 
In 2011, the City had a population of approximately 75,942 people:
· Average age: 42
· Average household size: 2.5 persons
· Average number of persons per bedroom: 1.1
· Average motor vehicles per dwelling: 1.7
Demographic trends over the period 2001 – 2011 indicate that the population of those aged 49 and under is reducing, while there is a relatively larger increase in the population of those aged 50 and over.  

b) SEIFA Index of Disadvantage
The Index of Relative Socio-Economic Disadvantage (IRSD) is one of four socio-economic indexes for areas (SEIFA) prepared by the ABS. 

The IRSD summarises a range of economic and social factors of people and households within an area to derive a score. A high score indicates a relative lack of disadvantage in general. 

Figure 5.3: Interpretation of Index Scores - Blue Mountains
Most Disadvantaged                                                                                                       Least Disadvantaged
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The IRSD index ranks the Blue Mountains at 128 out of 153, making it one of the least disadvantaged areas in NSW. 

c) Income & Expenditure Comparisons 
Census data from 2011 provides a comparison of the Blue Mountains compared to Greater Sydney and the State (see table below). Of note is that Blue Mountains has the:
· Second highest average weekly income
· Lowest rates of unemployment
· Lowest rental stress
· A high rate of full home ownership
· Medium level of mortgage stress. 

Table 5.3:  Income & Expenditure Comparisons with Sydney and NSW 2011
	Measure
	Blue Mountains
	Greater Sydney
	NSW

	Unemployment
	4.9%
	5.7%
	65.9%

	Average weekly house income
	$1,270
	$1,447
	$1,237

	Homes fully owned 
	37.4%
	30.4%
	33.2%

	Mortgage stress
	10.5%
	12%
	10.5%

	Rental stress
	8.4%
	12.6%
	11.6%



This data indicates that Blue Mountains residents have a relatively high ability to manage to pay additional rates.

d) Outstanding rate debt
As shown in Figure 5.2 below, outstanding debts have trended downwards from a rate of over 6.5% in 2002/03 to the current rate of less than 3.8%. This is less than the Office of Local Government recommended level of 5% and the average of OLG Group 7 councils of 4.8%.

Figure 5.4: Ten Year Debt Recovery Ratio


This downward trend has occurred despite special variation increases to rates in 2005 and 2010 and the continuation of an existing variation in 2013. This indicates that these rate increases have been managed by ratepayers.

e) Rating competitiveness
A study of rates with other councils of similar geographic and socio-economic characteristics highlights that current rates are competitive with other councils. The following table summarises the comparative findings.
Table 5.4 Blue Mountains Council Rating Competitiveness
	Rating Category
	Blue Mountains Average Rates (2014/15)
	Assessment

	Residential
34,311 assessments
	$1,272

	· On par with other councils
· Lower than Camden $1,291, Wollondilly $1,376
· Higher than Hawkesbury $1,073

	Business
1,138 assessments
	$3,071

	· In middle range for urban fringe councils
· Lower than Penrith $6,773, Camden $4,599, Wyong $3,491
· Higher than Wollondilly $2,092, Hawkesbury $1,906

	Farmland
138 assessments
	$2,021

	· Lower than Hawkesbury $2321, Wollondilly $2,489, Camden $2,768
· Competitive with other areas




f) Residential Rate as a Proportion of Household Income
As shown in Table 5.5 below, the percentage of average income spent on rates (which is a form of taxation) is relatively minimal.  Even using 2011 census household income figures, in 2014-15 Blue Mountains residents pay on average, only 1.93% of annual income on rates. If this table used 2015 income figures, this percentage would likely be less.

When comparing the percentage of household income spent on average rates, Blue Mountains residents spend less (1.93%) than Wyong (2.05%), Coffs Harbour (2.27%), Shoalhaven (2.27%) and Greater Taree (2.56%), which is significant given that each of these areas have considerably greater disadvantage than Blue Mountains. 

Table 5.5: Average residential rates 2014/15 as Percentage of Average Household Income (Census 2011)
	LGA
	Residential annual rates (2014/15)
	SEIFA Ranking
	Median Annual Household Income (2011)
	Average % of household income (2011) spent on Residential 2014-15 rates

	The Hills
	$1,018
	148
	$106,288
	0.96%

	Oberon
	$532
	87
	$51,376
	1.04%

	Hornsby
	$1,190
	144
	$94,848
	1.25%

	Camden
	$1,291
	132
	$89,804
	1.44%

	Hawkesbury
	$1,073
	121
	$72,020
	1.49%

	Lithgow
	$700
	23
	$46,592
	1.50%

	Penrith
	$1,114
	110
	$72,696
	1.53%

	Campbelltown
	$1,005
	42
	$65,052
	1.54%

	Liverpool
	$1,077
	51
	$67,548
	1.59%

	Gosford
	$936
	115
	$56,628
	1.65%

	Wollondilly
	$1,376
	126
	$76,856
	1.79%

	Blue Mountains
	$1,272
	128
	$66,040
	1.93%

	Wyong
	$997
	55
	$48,568
	2.05%

	Coffs Harbour
	$1,066
	67
	$46,904
	2.27%

	Shoalhaven
	$970
	62
	$42,744
	2.27%

	Greater Taree
	$1,026
	14
	$40,040
	2.56%



g) Reforms to the rating structure
The reforms to the rating structure have provided a fairer rating system for all ratepayers, particularly those socio-economically disadvantaged that typically own low land value properties - due to the significant reduction in the minimum amount rate.

h) Special variation staged over four years to ease burden on ratepayers
The staging of the special variation over a four year period rather than seeking a large one-off increase is a deliberate strategy to assist the community in managing the additional cost of rates.

In its first year, the proposed variation seeks only to continue an existing variation, at its current level. As this is already a part of rates, in 2016-17 ratepayers will only experience an increase due to rate peg. Increases above the allowable rate peg amount only occur in subsequent years of the variation (i.e. 2016-17 to 2018-19), at an amount which is considered affordable, rather than a larger increase in a single year. 

i) Relief available to those in genuine hardship
Assistance to those ratepayers who can evidence genuine, long term hardship has been maintained at an average of seven hardship claims per annum since 2008/09. Of this, only 10 applications were received in 2010-11 despite the introduction of a special variation in July 2010 and only two applications were received for 2013-14 rates, despite the approval to continue the earlier variation on a permanent basis.

This data supports the view that only a small minority of ratepayers will have difficulty to manage the continuation of the existing rate variation in 2015/16 and the subsequent rate increases from 2016/17.

The low numbers of applications for hardship are considered a successful reflection that some cases of hardship are addressed through early intervention. This includes for example development of Care Plans involving the support of multiple agencies (e.g. Mental Health Team and Aged Care Assessment Team)  and development of affordable payment options, supported by the Council’s Aged and Disability Officer and the Revenue staff (as detailed below). The Council is committed to continuing this type of early and supported intervention, into the future and particularly in the context of a possible variation rate increase.

j) Planned Reduction to Domestic Waste Management Annual Charge
With the intent of continuing to give the community better value for money and efficiency, the Council has implemented a number of resource recovery and waste management initiatives including participation in a joint tender with seven other NetWaste councils for waste and recycling services.

Through the joint NetWaste tender, significant savings will be achieved by changing from the current weekly 140 litre kerbside recycling service to a fortnightly 240 litre kerbside recycling service. Over the term of the contract (almost 10 years), this will achieve a total saving of almost $10M or $300 per household. This in term will reduce the annual charge to residents for domestic waste by approximately $30 for each residential rate payer per annum commencing July 2016. 
 
Further, from 1 July 2015, following business case assessment, the Council has resolved to bring management of the Blaxland Resource Recovery and Waste Management Facility in-house. This will allow for greater efficiencies and greater flexibility going forward with energy technologies for resource recovery and waste management. This will also result in ongoing operating savings of which approximately 50% will contribute to further reductions in the Domestic Waste Annual Charge. 

These Council initiatives will therefore have a favourable impact on the affordability of the proposed special variation increase and the community’s capacity to pay additional rates due to decreasing annual charges.

Summary
This Section concludes that Blue Mountains ratepayers have the capacity to pay higher rates based on the following rationale:

Table 5.5: Evidence of Capacity of Blue Mountains Ratepayers to Pay
	EVIDENCE OF CAPACITY TO PAY
	
SEIFA ranking is among the top 20% of least disadvantaged LGAs
	
Lower unemployment rate (4.9%) compared to NSW average (5.9%) and Sydney (5.7%)
	
Outstanding rate recovery and financial hardship levels are very low and Council is very proactive in providing a range of support mechanisms for financially challenged ratepayers (see Section 5.3 below)

	
	
Mortgage stress is equivalent to NSW average (10.5%) but much lower than other Sydney (12%)
	
Low rental stress (8.4%) compared to NSW average (11.6%) and Sydney (12.6%)
	
Blue Mountains has greater home ownership (37.4%) than NSW average (33.2%) and Sydney (30.4%)

	
	
Rating reform has provided a significantly fairer rating system including lower minimums for residential lower value properties
	
Weekly household income ($1,270) is above NSW average
	
Residential rates ($1,272) are on par with many councils, lower than Camden ($1,291) and Wollondilly ($1,376) but higher than Hawkesbury ($1,073)


[bookmark: _Toc412798927]Addressing hardship
In addition to the statutory requirement for pensioner rebates, most councils have a policy, formal or otherwise to address issues of hardship.

	Does the council have a Hardship Policy?
	[image: ]Yes 
	No |_|

	If Yes, is an interest charge applied to late rate payments?
	[image: ]Yes 
	No |_|

	Does the council propose to introduce any measures to limit the impact of the proposed special variation on specific groups in the community?
	Yes |_|

	[image: ]


You should attach a copy of the Hardship Policy and explain below who the potential beneficiaries are and how they are assisted.
Please provide details of any other measures addressing hardship to be adopted, or alternatively, explain why no measures are proposed.
The council is also to indicate whether the policy or other measures are referenced in the council’s IP&R documents (with relevant page reference or extract provided).
How the Council is Addressing Hardship
The Council is pro-actively addressing the issue of financial hardship which may potentially arise within some parts of the community as a result of the proposed special variation. At the ordinary meeting of the Council on 9 December 2014, it resolved:

“That the Council receives a report on the Council’s Hardship Relief Policy and any other relevant policies for the purpose of identifying options to ensure that ample consideration is extended to low income and pensioner ratepayers.”
[Minute No: 1254]

This report, being presented to the Council Meeting of 24 February 2015, provides an outline of the current Hardship Relief Policy and assistance provided to address hardship experienced by ratepayers, including low income earners and pensioners.  It will also make the following recommendations:

1. That the Council notes how the current Hardship Relief Policy and other forms of assistance, noted in this report, proactively address genuine hardship experienced by any ratepayer, including low income and pensioner ratepayers;
2. That the Hardship Relief Policy will be reviewed and brought back to the Council in June 2015 to coincide with SV2; and 
3. That the Council, in partnership with Local Government NSW, continues to advocate for an increase in the Pensioner Concession rate.

This report supports the significant investment the Council has made in recent years in changing how the organisation, as a whole, responds to, and works with, vulnerable residents and ratepayers. 



Current Hardship Relief Policy
The Hardship Relief Policy was adopted in June 2010 (see Attachment 7).  It provides the framework for providing assistance to residential and farmland ratepayers who are experiencing genuine financial difficulty in paying their annual rates and charges.

In summary, any ratepayer experiencing long term hardship can apply for Special Consideration (financial relief for up to 18 months) or a Financial Hardship (financial relief up to 24 months). Approval of applications are made by the Council’s Chief Financial Officer and Revenue Coordinator, on a case by case basis.

Relief is granted by payment arrangements with the ratepayer at an amount  which is lower than the annual rating liability.  Any outstanding rates and charges then accrue on the land and interest penalties (at the statutory rate) is charged on the overdue amounts.

The amount and frequency of these payments are agreed with the individual ratepayers and are based on the information provided on the applications. This information enables the Council to assess a ratepayer’s capacity to pay the overdue rates.

Between 2008/09 and 2014/15, the Council received an average each year of:
· 16 Special Consideration applications, with 100% approved.
· Seven Financial Hardship applications, with 96% approved.







Relief is also available for ratepayers who are experiencing short term hardship through an alternative arrangement to pay or through an extension of time. Where a ratepayer complies with an approved Arrangement to Pay, the Council may write off or reduce interest accrued on rates and charges in accordance with Section 564 of the Act.  Arrangements to Pay are considered for financial relief for a period of less than 12 months on a case by case basis.

The Council accepts weekly, fortnightly or monthly payment arrangements regardless of the status of a rates account because flexible payment plans can assist ratepayers with managing their household budgets. That is, it does not matter whether an account is overdue or not. Ratepayers are encouraged to pay in line with their household income cycle.

As Direct Debit offers ease of payment and convenience, over 2,400 ratepayers currently use this method for the payment of their annual rates and charges.                        

At all stages of the rates collection process, ratepayers are encouraged to use the numerous payment options and relief options available, which are promoted on rate instalment notices and on the Council’s website.

An internal working group, chaired by the Group Manager, Integrated Planning & Finance monitors, reviews and supports the assessment and provision of assistance to ratepayers experiencing financial challenges in making rate payments. This working group assesses data on the numbers of applications made each year for Special Consideration, Financial Hardship, Arrangements to Pay as well as the number of ratepayers referred for recovery of outstanding debts to ensure a fair, equitable process that is based on principles of social justice. It also monitors the number of ratepayers assisted through the Aged and disability Services officer to access support from other agencies such as the Aged care Assessment Team and Mental Health Team.
  

Levels of Hardship Currently being Experienced by Ratepayers
It is important to give context to the low level of financial hardship currently being experienced by ratepayers in respect to the payment of Council rates and charges. The statistics in table 5.6 below, provide some measure of assessment of this. While over 500 accounts were referred to legal action, no outstanding accounts proceeded to a hearing for debt recovery, as all were paid in full or affordable payment plans were agreed.
Table 5.6 Overdue Rate Accounts - 2013/14  
	Item
	Number
	Percentage

	Total ratepayer accounts
	35,738
	

	Total overdue accounts (receiving first notification) 
	3,006
	8.0%

	Total overdue accounts referred for legal recovery (i.e. accounts with more than $500 outstanding)
	578
	1.6%

	Total accounts proceeding to court hearing recovery
	0
	0%



Pensioner Concession 
Pensioner rates and charge concessions are available under Sections 575-584 of the Act.  To receive the concessions, an eligible pensioner must apply to Council for a reduction in the ordinary rates and charges for domestic waste management of up to 50 percent, provided this does not exceed $250 (Section 575).
 
Pensioner Concession eligibility checks are undertaken on a quarterly basis. Where a ratepayer becomes eligible for a Pensioner Concession Card during the course of a rating year, a pro rata rebate will be applied dependent on the number of remaining quarters.  In circumstances where a ratepayer has unknowingly become an eligible pension in a preceding rating period, rebates are backdated for a period of up to two rating years.

As the Pensioner Concessioner Rebate has not been indexed by the Federal Government since around 1993, the Council, in partnership with Local Government NSW, will continue to advocate for appropriate indexation.

Arrangements to Pay
Where a ratepayer complies with an approved Arrangement to Pay, the Council may write off or reduce interest accrued on rates and charges in accordance with Section 564 of the Act.  Arrangements to Pay are considered for financial relief for a period of less than 12 months on a case by case basis.

The Council accepts weekly, fortnightly or monthly payment arrangements regardless of the status of a rates account because flexible payment plans can assist ratepayers with managing their household budgets. That is, it does not matter whether an account is overdue or not. Ratepayers are encouraged to pay in line with their household income cycle.

As Direct Debit offers ease of payment and convenience, over 2,400 ratepayers currently use this method for the payment of their annual rates and charges.                        

Aged & Disability Support Services
In addition to the above, the Council’s Revenue Section maintains a close working relationship with the Council’s Aged and Disability Services Officer where issues arise regarding mental health, physical disabilities and cognitive ability. 

The Council has been a leader in NSW in introducing humane and collaborative ways of supporting vulnerable people in the community living in poverty and squalor, some of whom find it difficult to keep up rate payments, amongst other life challenges. The Council works in partnership with agencies such as the Mental Health Team, the Aged Care Assessment Team and the Guardianship Board, to support vulnerable and financially disadvantaged residents, including resolution of rating matters.

For example, until 2007 it was not unusual for BMCC to require sale of a property, or take a vulnerable ratepayer to court, if there was significant unpaid rates. This no longer occurs without a full understanding of the underlying issues as to why a resident is in the predicament. For example in 2007 a resident was in arrears of $16,000 in her rates and living in squalid conditions. It was subsequently identified through Council’s Aged and Disability Officer that the woman had dementia. A care Plan was developed and an affordable repayment program put in place with the support of the Guardianship Tribunal and the Revenue Team.

By understanding underlying issues, the Council is then in a position to engage with relevant support agencies, to work together in developing appropriate Care Plans and strategies for addressing required outstanding rates. This cultural shift from reacting to proactively managing these people, has now been fully embraced  by all sections of Council. 

The Council also assists people experiencing hardship through referral to support services to assist with food and electricity vouches and developing care plans and programs of easily affordable payments in consultation with the NSW Guardianship Board. 
In February 2009, the Council initiated a working party involving representatives from the Aged Care Assessment Team, Community Options, Housing NSW, Eloura Industries, Mental Health Services, Katoomba, Home Care NSW, RSPCA and the Personal Helpers Mentors Program. A key outcome from this working party was the development of a comprehensive award winning Squalor and Hoarding Information Kit for both residents and service providers.  
It is now standard procedure for ratepayers to be referred to the Council’s  Aged and Disability Officer should it be identified they are experiencing difficulty in accessing assistance or dealing with other issues relating to their property including payment of rates.  

Referral to Free Financial Advisory Services and other Agencies
The Council also refers ratepayers in need to free financial advisory services and for other support agencies (e.g. Salvation Army) where appropriate. Open communications are maintained with these service organisations and any payment plans negotiated are flexible to ensure that ratepayers are able to maintain the individual agreements.
Table 5.7: Document reference for Assessment Criteria 3
	Attachment No.
	Document

	7
	Hardship Relief Policy

	13
	Resourcing Strategy 2014-2024







[bookmark: _Toc412798928]Assessment criterion 4: Public exhibition of relevant IP&R documents
Criterion 4 within the OLG Guidelines is:
The relevant IP&R documents[footnoteRef:6] must be exhibited (where required), approved and adopted by the council before the council applies to IPART for a special variation to its general revenue. [6:  	Relevant documents are the Community Strategic Plan, Delivery Program, Long Term Financial Plan and where applicable, the Asset Management Plan.] 

Briefly outline the significant IP&R processes the council has undertaken to reach the decision to apply for a special variation.  Include the details of and dates for key document revisions, public exhibition period(s) and the date(s) that the council adopted the relevant IP&R documents.
You should also include extracts from council minutes as evidence that the documents were adopted. 
The council is reminded that amendments to the Community Strategic Plan and Delivery Program require public exhibition for at least 28 days prior to adoption, while amendments to the Long Term Financial Plan and Asset Management Plan/s do not require public exhibition.[footnoteRef:7] [7:  	Office of Local Government (the then Division of Local Government), Integrated Planning and Reporting Manual for local government in NSW, March 2013, p 5.] 

[bookmark: _Toc412798929]Overview of Key IP&R Processes
This section provides details of the significant IP&R processes the Council has undertaken to reach the decision to apply for a special variation. 

In 2010 a comprehensive community engagement program on affordable levels of service was implemented as part of the Council’s Integrated Planning process and the update of the Community Strategic Plan. This process resulted in community endorsement for a special variation to rates that raised $5.5 million over 2010-2013 to maintain and renew built infrastructure and community assets.
In 2012/13 an extensive community engagement program was implemented to again update the City’s Community Strategic Plan - Sustainable Blue Mountains 2025 (SBM2025) and the Council’s 10 year Resourcing Strategy. Over 2,500 residents, special needs groups, local organisations and agency representatives were consulted through focus groups, meetings, workshops, surveys and the Our City Our Future Community Forum held in February 2013. This engagement confirmed the importance of the City improving its overall financial sustainability and addressing its asset funding challenges through implementing a Six Point Strategy for Financial Sustainability (see Section 3.1.3). 

Attachment 1 provides relevant extracts from the Council’s Community Strategic Plan updated in 2013 that link with this special variation application, including: 
· The SBM2025 objectives and strategies that support the Council seeking this special rate variation as part of its strategies for improving financial sustainability, achieving sustainable services, assets and infrastructure and protecting the Blue Mountains natural environment;
· Evidence of the community engagement informing the update of the Plan;
· Evidence of community priorities relative to:
· Maintaining and renewing built infrastructure and assets
· Protecting and restoring the natural environment.
· Improving emergency preparedness and response
· Improving services to the community.

In February 2013, again with majority community endorsement, the Council submitted a successful application to IPART for continuation of the 2010 special variation.  A comprehensive program of community engagement in 2012-2013 on service levels and community priorities supported this.

In 2014, the Council implemented an extensive review of affordable levels of service against three different financial scenarios as detailed in the Long Term Financial Plan (see Attachment 3) and in the Service dashboards (see Attachment 10). The community was engaged on three Options for Resourcing our Future (see Section 4.1). The Council sought the views of the community on how best the City could achieve affordable and acceptable levels of service provision into the future. 

Updated versions of the Council’s Resourcing Strategy 2014-2024 (Attachment 13), Service Dashboards 2014 (Attachment 10) and Supplementary Delivery Program 2015/16 – 2018/19 (Attachment 2) were publically exhibited for 43 days in August – September 2014. 

Three resourcing options were included in each of these documents that were adopted for public exhibition in July 2014 and then adopted with revisions in December 2014. The Council resolved to make an application to IPART for a special rate variation based on Option 1 on the 9th of December 2014. 

In January 2015, the Council also adopted Asset Management Plans, identifying affordable levels of asset service delivery in line with the Council’s adopted 10 year Resourcing Strategy.
[bookmark: _Toc412798930]Adoption of IP&R Documents 

The following table includes details of and dates for key IP&R processes including adoption by the Council.
 Table 6.1 Public exhibition and adoption of relevant IP&R documents
	Item
	Date
	Comment
	Resolution

	Adoption of Long Term Financial Plan and Asset Management Strategy and Policy 2013-2023
	12 March 2013
	Council Meeting - Six  Strategies for Financial Sustainability adopted - including renewing existing special variations for infrastructure and environment and applying for additional special variations for infrastructure
	Special Variation Application – Resourcing Infrastructure Funding Requirements
1. That the Council notes the results of the community engagement process on the proposed continuation of the current special variation to rates for infrastructure;
2. That the Council approves the making of an application to the Independent Pricing and Regulatory Authority under s508(2) of the Local Government Act 1993, to continue the current special variation to rates for infrastructure on an ongoing basis from 1 July 2013;
3. That the Council adopts the following documents in support of the application to the Independent Pricing and Regulatory Authority, including the amendments detailed in this Addendum Report:
(a) 2013-2023 Long Term Financial Plan 
(b) 2013-2023 Asset Management Strategy
(c) 2013-2017 Asset Management Policy; and
4. That the Council notes the background document “Summary Dashboards: Service and Asset Management Plans” which is proposed to be included as supporting information to the special variation application.
[Minute No. 80, 23/3/13]

	Integrated Planning for the Next Four to Ten Years

	23 April 2013
	Council Meeting – adoption of IPR documents for public exhibition, including the priority that the Council continue its focus on improving its financial sustainability through implementing six financial strategies including further engaging community in 2014 on a possible further special variation to rates and continuation of the existing Environment Levy
	Integrated Planning for the Next Four to Ten Years
1. That the Council endorses the following revised and updated “Our City Our Future Sustainable Blue Mountains” Integrated Planning documents for placement on public exhibition for a period of 28 days from 26 April to 23 May 2013 and seek community feedback:
(a) Draft Sustainable Blue Mountains 2025 Community Strategic Plan;
(b) Draft Resourcing Strategy 2013-2023 and its companion document Summary Dashboards: Service and Asset Management Plans 2013-2023;
(c) Draft Delivery Program 2013-2017 incorporating the Operational Plan 2013-2014 including four year Budget and four year Asset Works Program; and
(d) Draft Fees and Charges 2013-2014.
2. That the Council note that the Integrated Planning documents will continue to be edited and refined to improve flow and readability prior to release for public exhibition and after exhibition following community feedback.
3. That the community be engaged and informed on the public exhibition of these Integrated Planning documents in accordance with the attached Communications Strategy.
4. That the Council receive a report in June 2013 on the outcomes of the exhibition and any recommended final changes to the Integrated Plans prior to their final adoption.
[Minute No. 138, 23/4/13]



	Integrated Planning for the Next Four to Ten Years
	26 April to 23 May 2013 (28 days)
	Public Exhibition – of IPR documents
	n/a

	Adoption of Integrated Plans for the Next 4 and 10 Years

	25 June 2013
	Council Meeting – adoption of IPR documents
	Adoption of Integrated Plans for the Next 4 and 10 Years
1. That the Council notes the outcomes of the public exhibition of the Draft Integrated Plans for the next 4 and 10 years;
2. That the Council approves the 2013-2014 budget and proposed expenditure as detailed in the financial section of the Delivery Program 2013-2017 Incorporating Operational Plan 2013-2014, including the raising of all required loan funding from the most appropriate lender on terms and conditions as determined by the General Manager, and that the Council’s Common Seal be affixed to all relevant loan documents;
3. That the Council approves the making and levying of ordinary rates on the land value of rateable land in 2013-2014 in accordance with the Council’s resolution on the 2012 Rating Reform Proposal and the outcome of the Council’s application for the continuation of the Special Variation to Rates;
4. That the Council adopt the Draft Integrated Plans for the next 4 and 10 years incorporating the recommended changes outlined in Enclosure 2, consisting of:
a) Sustainable Blue Mountains 2025, the community strategic plan;
b) Resourcing Strategy 2013-2023 and its companion document Summary Dashboards: Service and Asset Management Plans 2013-2023;
c) Delivery Program 2013-2017 incorporating the Operational Plan 2013-2014;
d) Fees and Charges 2013-2014; and
5. That the Council include an additional Council contribution of $3000 in the budget to be placed in a reserve and allocated by Council upon application from the RFS to offset specific Development Applications for minor additions and alterations for local RFS brigades in 2013-14 financial year to enable the RFS administration time to provide for these charges in their annual budget for subsequent years. 
 [Minute No. 237, 25/6/13]


	Delivery Program 2013-2017 incorporating Operational Plan 2014-2015 - Adoption for Public Exhibition

	29 April 2014
	Council Meeting – adoption of IPR documents for public exhibition including the priority that the Council continue its focus on improving its financial sustainability through implementing six financial strategies including further engaging community in 2014 on a possible further special variation to rates and continuation of the existing Environment Levy
	Delivery Program 2013-2017 incorporating Operational Plan 2014-2015 - Adoption for Public Exhibition
1. That the Council endorses the Draft Delivery Program 2013-2017 incorporating the Operational Plan 2014-2015 for placement on public exhibition for a period of 28 days from 1 May to 28 May 2014 and seek community feedback;
2. That the Council endorses the re-allocation of $645K into a reserve for: renewal of high risk assets and/or high risk asset failures (shocks)and/or priority community projects in 2015-2016 (as detailed in the report); and
3. That the Council receives a report in June 2014 on the outcomes of the exhibition and any recommended final changes to the documents prior to their final adoption.
[Minute No. 119, 29/4/14]

	Delivery Program 2013-2017 incorporating Operational Plan 2014-2015
	1 May to 28 May 2014 (28 days)
	Public Exhibition – of IPR documents
	n/a

	Delivery Program 2013-2017 incorporating Operational Plan 2014-2015
	24 June 2014
	Council Meeting – adoption of IPR documents
	Adoption of Delivery Program 2013-2017 incorporating Operational Plan 2014-2015
1. That the Council notes the potential adverse $333K impact of the Federal Government Budget 2014 on the Council’s 2014-2015 budget, including the indexation freeze on the Financial Assistance Grant and the cessation of the 5% pensioner rate subsidy, as detailed in this Report;
2. That the Council writes to The Hon. Paul Toole MP, Minister for Local Government and the Independent Pricing and Regulatory Tribunal seeking reconsideration of the rate peg limit for 2014-2015 in light of the financial impact of the Federal Government Budget 2014 on NSW local councils;
3. That the Council notes the previous resolution of 27 May 2014 (Minute No. 149), to write letters to the Hon. Joe Hockey MP, Treasurer and Member for North Sydney NSW, Louise Markus MP, Federal Member for Macquarie and Senator Doug Cameron to advise them of the impact on our community of the Federal Government Budget proposal to freeze the indexation of Financial Assistance Grant and ask them to reinstate the indexation of the Grant, and that the matter of reinstating the pensioner rate subsidy has been included in these letters;
4. That the Council notes the 21% increase in the State Government Waste Levy which now amounts to a $2.9M impost on residents and businesses in 2014-2015 and that the Council writes to The Hon. Rob Stokes MP, Minister for the Environment, regarding this being a poor use of taxpayer dollars relative to other critical priorities and risks needing to be addressed within the City as detailed in this report;
5. That should the Federal Government Budget 2014 be passed, and should IPART not resolve to compensate by increasing the allowable rate peg for NSW local government, that the Council reduce service levels to meet the shortfall by deferring the projects/ activities as detailed in Table 2 of this Report;
6. That the Council notes the outcomes of the public exhibition of the Draft Delivery Program 2013-2017 incorporating Operational Plan 2014-2015 as summarised in Enclosure 1;
7. That the Council endorses the recommended changes outlined in Enclosure 2; and
8. That the Council adopts the Delivery Program 2013-2017 incorporating Operational Plan 2014-2015 including the changes in Enclosure 2 and approves:
a) The proposed 2014-2015 actions and projects as detailed in Section 3 and Section 4 of the Delivery Program / Operational Plan;
b) The 2014-2015 budget and proposed expenditure as detailed in Section 4 and Section 5 of the Delivery Program / Operational Plan;
c) The making and levying of ordinary rates on the land value of rateable land in 2014-2015 in accordance with the Council’s resolution on the 2012 Rating Reform Proposal as detailed in Section 5 of the Delivery Program / Operational Plan;
d) The raising of all required loan funding from the most appropriate lender on terms and conditions as determined by the General Manager as detailed in Section 5 of the Delivery Program / Operational Plan; and
e) The Council’s Common Seal to be affixed to all relevant loan documents;
f) The fees and charges as detailed in the separate document Fees and Charges 2014-2015.
[Minute No. 253, 24/6/14]

	Resourcing Our Future - Community Engagement and Public Exhibition

	22 July 2014
	Council Meeting – adoption of IPR documents for public exhibition – including three options for resourcing for our future
	Resourcing Our Future - Community Engagement and Public Exhibition
1. That the Council adopts the “Resourcing Our Future: Community Engagement Strategy” for implementation and placement on the Council’s website;
2. That the Council places the following documents on public exhibition (subject to further minor changes resulting from final proofreading, editing and formatting) to support community engagement on the three options for resourcing our future:
a) Resourcing Strategy 2014-2024 incorporating the Long Term Financial Plan (LTFP), Asset Management Policy and Strategy (AMP&S) and Workforce Management Strategy (WMS);
b) Service Dashboards: Summary of Service and Asset Plans (companion document to Resourcing Strategy); and
c) Supplementary Delivery Program;
3. That the Council approves the public exhibition period for these documents being from 4 August to 15 September 2014 (42 days); and
4. That a further report be presented to the Council in Quarter 2 on the results of the public exhibition and community engagement on options for “Resourcing our Future” including whether or not to proceed with an application for a special rate variation including continuation of the existing Environment Levy (due to expire in June 2015).
[Minute No. 340, 22/7/14]

	Resourcing Our Future - Community Engagement and Public Exhibition

	4 August 2014 to
15 September 2014
(42 days)
	Public Exhibition – of IPR documents presenting three options for resourcing our future
	n/a










	Options for Resourcing our Future - Outcome of Community Engagement and Public Exhibition
	9 December 2014
	Council Meeting – adoption of IPR documents presenting three options for resourcing our future
	Options for Resourcing our Future - Outcome of Community Engagement and Public Exhibition
1. That the Council receives and acknowledges the substantial community responses to the community engagement and public exhibition on options for Resourcing Our Future and notes the results of this engagement including the detailed reports presented in Enclosures 1, 2 and 3;
2. That the Council confirms its ongoing commitment to building a successful future for the Blue Mountains, including delivering within available funding the best possible range of value for money services to the community and continuously reviewing service provision to ensure best value;
3. That the Council endorses Option 1 for resourcing our future as detailed in this report, being: 
Option 1: Service Levels Improved - A Special Rate Variation of 6.6% in 2015/16 (including rate peg) to reinstate the Environment Levy on a permanent basis, followed by three annual increases of 9.6% (including rate peg) from 2016/17 to 2018/19 with additional funding raised remaining permanently in the rate base;
4. That the Council approves the making of an application to the Independent Pricing and Regulatory Tribunal under s508(A) of the Local Government Act 1993, if it endorses Option 1 or 2;
5. That the Council adopts the following updated Integrated Planning and Reporting documents, supporting the Resourcing Our Future community engagement, subject to the recommended changes detailed in Enclosure 4:
a) Resourcing Strategy 2014-2024, incorporating the Long Term Financial Plan (LTFP), Asset Management Policy and Strategy (AMP&S) and Workforce Management Strategy (WMS);
b) Service Dashboards: Summary Service and Asset Plans (companion document to Resourcing Strategy 2014-2024); and
c) Supplementary Delivery Program (2015-2019); and
6. That the Council considers the implementation and time line of the specific outcomes of the Best Value Councillor Advisory Group at the Council Strategic Planning Workshop to be held in February 2015.
[Minute No. 1231, 9/12/14]

	Adoption of legislatively required Asset Management Plans

	27 January 2015
	Council Meeting – adoption of Asset Management Plans identifying affordable levels of asset service delivery in line with the Council’s adopted 10 year Resourcing Strategy
	Adoption of legislatively required Asset Management Plans
1. That the Council adopts the Draft Asset Management Plans as presented in Enclosure 1; and
2. That the Council notes that these Asset Management Plans:
· are a legislative requirement under the NSW Integrated Planning and Reporting framework;
· are “living documents” that will be reviewed and updated annually to support sound asset management planning, risk management and cost effective asset resource allocation;
· outline the asset activities required for different service areas of the Council; and
· identify affordable levels of asset service delivery in line with the Council’s adopted 10 year Resourcing Strategy.
[Minute No. 7, 27/1/15]




Table 6.2: Document reference for Assessment Criteria 4
	Attachment No.
	Document

	1
	Relevant extracts for the Community Strategic Plan

	8
	Resolution to apply for a special variation

	11
	Instrument of Approval for Environment Levy

	12
	Resolution to adopt IP&R documents






[bookmark: _Toc412798931]Assessment criterion 5: Productivity improvements and cost containment strategies
Criterion 5 within the OLG Guidelines is:
The IP&R document or the council’s application must explain the productivity improvements and cost containment strategies the council has realised in past years, and plans to realise over the proposed special variation period.
In this section, you must provide details of any productivity improvements and cost containment strategies that you have implemented in the last two years (or longer) and any plans for productivity improvements and cost containment during the period of the special variation.  
These strategies, which may be capital or recurrent in nature, must be aimed at reducing costs and/or improving efficiency.  Indicate if any initiatives are to increase revenue e.g. user charges.  Identify if the proposed initiatives (i.e. cost savings), have been factored into the council’s resourcing strategy (e.g., LTFP and AMP).
Where possible, the council is to quantify in dollar terms the past and future productivity improvements and cost savings. The council may also provide indicators of efficiency, either over time or in comparison to other relevant councils.  We will make similar comparisons using various indicators and OLG data provided to us.
[bookmark: _Toc412798932]Productivity Improvements and Costs Containment Strategies 
Introduction 
With a total expenditure budget of $123 million in 2014/15, the Council delivers an extensive range of services to a population of approx. 78,000 residents and millions of tourists. 

Given that for many years costs have risen faster than income, the Council has to find annual savings of $1 million to $1.5 million to balance its budget. This in itself has necessitated the achievement of significant costs savings and efficiencies.

The majority of services are provided “in-house” with benefits of efficiency, flexibility and economy of scale, increased control over service provision and reduced costs. In the consideration of service delivery however, the Council also considers the cost effectiveness of contracting versus in-house service. As the Council is also the major source of local employment, it delivers significant social and economic benefits to the City. 
Best Value Service Framework
In 2013 the Council, in response to its Six Strategies for Financial Sustainability – Strategy 5 Review and Adjust Services, adopted a “best value” service framework (see Attachment 14) to ensure the provision of the best possible range of value for money services. The framework outlines the key principles guiding provision of services and the approach for planning and reviewing services on a regular basis to achieve “best value” services responses to community needs and affordable by the Council. Best value is defined as “quality, cost effective, value for money service provision that is responsive to the needs and requirements of service users and the general community”. It is achieved through each Council service having:

· Defined quality and cost standards;
· Defined “affordable levels of service” with defined performance outcomes;
· Demonstrable commitment to continuous improvement, efficiency and effectiveness;
· Being responsive to the requirements of users;
· Being appropriate targeted and accessible to service users.

The framework provides guidelines for the review of all Council services to ensure achievement of best value service provision. A rolling program of service reviews is being implemented which  guides and informs budget containment strategies each year, enabling the cash budget to be balanced.
Best Value Governance Structure Established
To monitor outcomes of the best value service framework, a governance structure was developed as shown in Figure 7.1 below. A Best Value Councillor Advisory Group was formed to:
· Lead and guide expenditure to get best, long term value
· Identify initiatives and innovations that reduce net long term operating and maintenance costs
· Provide guidance and direction on engaging the community on how the Council will live within its means; and
· Consider business cases on the most effective service delivery model.

This group is supported by an internal staff Best Value Project Control Group which guides service and asset planning, levels of service, best value service reviews and other financial sustainability strategies, including seeking further income from a special variation application. 
   
 Figure 7.1:  Best Value Governance Structure – Implementation of Financial Strategies 
[image: ]
Best Value Resource Allocation Criteria Developed
Five criteria for determining best value decision making have been developed and these criteria are currently being used to guide annual operational and capital expenditure allocation. The criteria include:
1. Meets Financial Strategy;
2. Manage Risk (avoid shocks);
3. Minimise Life Cycle & Operational Costs;
4. Meets Assessed Need; and
5. Builds internal Capacity & Capability.
A Range of Service Delivery Modes 
This work is supplemented by a range of service delivery approaches which directly achieve best value service provision through savings, efficiencies and revenue initiatives, including:
· Participation in joint ventures and public/private partnerships such as public private partnership used between State Government/Council/Coles Group for the development of the Blue Mountains Cultural Centre/Coles supermarket in Katoomba

· Shared service provision such as the Council’s implementation of a shared service delivery with the Roads and Maritime Service to provide a cost effective, income generating and improved front counter “one stop shop”;

· Outsourcing where appropriate such as the Blackheath Vacation Care program was outsourced to Blackheath Area Neighbourhood Centre);

· Strategic partnerships such as working to establish a formal “Strategic Alliance” between Blue Mountains, Penrith and Hawkesbury councils and in joint procurement of insurance through Westpool;

· Peer review by other councils of development applications; 

· Establishment of incorporated entities such as the 2013 establishment of the  Blue Mountains Economic Entity to drive economic outcomes in most productive and cost effective manner;

· Commercial activities that generate income including Tourism Parks, a commercial property portfolio, an effluent collection service and a Roads and Maritime Service through the Council’s front counter; and

· Limited use of consultants and contractors on a case by case basis, for specialised projects requiring skills and expertise not available within the organisation, for building internal capacity and for risk mitigation. As shown in chart below, annual expenditure on consultants has decreased by over $1 million since 2009/10.



Figure 7.2:  Reduction in BMCC Expenditure on Consultants (2009/10 - 2014/15)

Community Perception of Value for Money
Through the annual survey of resident satisfaction with Council performance and service delivery, the Council measures the community’s view as to whether they are receiving value for the rates they pay. As shown in the table below, community satisfaction in this area has increased each year. This is in the context of major community engagement on significant reform to the rating structure as well as community engagement in 2010/11, 2012/13 and 2014/15 on possible special rate variations and affordable service levels. 

Table 7.1: Annual BMCC Community Survey - Value for Money Rating (2011 – 2014)
	 
	Mean Performance Ratings
(Out of 5)
	 

	Key Performance Area
	2011
	2012
	2013
	2014
	Change
13-14

	Value for money
	3.03
	3.26
	3.27
	3.47
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Rolling Program of Ongoing Service Reviews
As mentioned above, the Council has committed to continuously reviewing its service delivery to ensure best value. A rolling program of service reviews is being implemented to actively support achievement of cost savings, efficiencies and increase revenue where appropriate and ensure that expenditures on operations, maintenance and capital are tested by requiring at least three budget allocation options be developed as follows:

1. The continuation of current practices – the do nothing option;
2. Implementing the project/activity as per the budget business case; 
3. Looking at benefit/cost/risk of alternatives (including in house provision against provision by contract).

Recently completed service reviews include:
· An outcome of the Council’s Waste Avoidance & Resource Recovery Strategy in consultation with community – resulted in a range of initiatives including an improved residential recycling service including changing from a weekly to fortnightly collection and providing larger capacity bins (resulting in estimated savings to each rate payer in the Domestic Waste charge of approximately $30 per annum);
· Service delivery and management model for the Blaxland Resource Recovery and Waste Management Facility – a business case demonstrated that operational savings could be achieved through the Council taking over direct management of the facility at the conclusion of the current outsourced contract. Savings will come from a consolidation of recycling and materials processing contracts, avoidance of contract profit component and variation payments, and resource sharing with the Katoomba facility together with the ability to be flexible in a changing industry and market;
· Bulky waste collection review which has resulted in a more responsive “booked” service provision and reduced ongoing costs ($63,500 per annum savings) – each resident is now entitled to two free booked bulky waste pick up services;
· Sealing of unsealed roads program which has resulted in improved service delivery and reduced ongoing costs ($250,000 per annum savings) as well as freeing up a maintenance crew to work on other required maintenance areas;
· Tourist Parks at Katoomba and Blackheath – resulting in improved management model, customer satisfaction and revenue outcomes including a net income of $1.7 million over five years; and
· Fleet management - which has reduced fleet numbers as well as ongoing costs and improved lifecycle costs (over $100,000 per annum savings).

Best value reviews of the provision of pools, parks and libraries have commenced with a view to consider rationalisation and improved service quality.
Workforce Productivity

The Council’s Workforce Management Strategy (WMS), a component of the Resourcing Strategy 2014-2014 (see Attachment 13, Part 5) is designed to deliver a highly safe, skilled and engaged workforce that provides “value for money” services to the community.

Internal measures
A key component of the WMS is the development of the workforce productivity measures to demonstrate “value for money” service delivery - Workforce Injuries and Workers Compensation Premium Costs.

a) Workforce injuries
The number of lost time injuries is a productivity measure of both the safety of the workforce and an indicator of workforce engagement and commitment. As the graph below demonstrates, there has been considerable improvement, with a significant reduction in the number of injuries since 2007.



[bookmark: _Ref394081145][bookmark: _Toc394481377][bookmark: _Toc394564649]Figure 7.3:  Workforce injuries
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b) Workers Compensation Premium Costs
Over the past five years, Workers Compensation Premium Costs have reduced significantly since 2007 due to two key drivers:

·  Admission of the organisation to the Retro Paid Loss Scheme
· An organisational and workforce approach to proactively managing injuries. 

This has saved the organisation an estimated $3.4 million since 2011.

Figure 7.4:  Workers Compensation Premium Costs 
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 Benchmarking against NSW Councils

As shown below, the Council has performed well against other NSW councils in key staff performance areas measured by the most recent LGNSW Benchmarking Survey.

a) Employee turnover
As shown below, the Council is the second best performer in LGNSW survey for employee turnover, that it has the second lowest turnover of all NSW councils.

Figure 7.5: BMCC Benchmarked against Other NSW Councils – Employee Turnover
[image: ]
Blue Mountains City Council



b) Management to Staff Ratio  
Similarly, the organisation is performing well on the Management to Staff Ratio with a current result of 7.2% against the industry average of 10%. This result places the Council in the top quartile for NSW councils surveyed, according to the most recent LGNSW Benchmarking Survey.

Figure 7.6 BMCC Benchmarked against Other NSW Councils – Management to Staff Ratio
[image: ]                            Blue Mountains City Council





c) Workers Compensation Cost Rate 
The Council’s Workers Compensation Cost Rate is currently at 1.5% which places the organisation as a best performer in local government in NSW as confirmed in the 2014 LGNSW Benchmarking Survey.

Figure 7.7 BMCC Benchmarked against Other NSW Councils – Workers Compensation Cost Rate
[image: ]
                            Blue Mountains City Council


BMCC Enterprise Risk Management 

Blue Mountains City Council has a long experience of risk management. In keeping with its goal of continuous improvement in this space, council underwent an independent assessment of the maturity of its risk management arrangements in 2012. This assessment confirmed the existence of a sound foundation of risk management practise and provided a ‘roadmap’ for further development and maturation. 
Council is committed to the development of an enterprise wide, fully integrated risk management framework and established a dedicated branch in 2014 – the Governance & Risk Branch - to plan and execute this initiative in close collaboration with all areas of the council. The potential benefits of sound risk management; such as enhanced productivity, improved decision making and better community outcomes are clearly understood and desired by the council.
The path to a more mature risk framework involves:
· Removing complexity and duplication from risk related processes;
· Elevating the profile of risk management in the enterprise;
· Developing enterprise wide perspectives on compelling problems.
In practise, the maturation of a risk management framework is a complex and resource intensive endeavour. The council has embarked upon a very practical approach to the maturation process to ensure success and consolidate its resources. In the first instance, Governance & Risk Branch will shepherd the development of a common set of tools and processes that have proven to be powerful drivers of effective enterprise wide risk management in organisations like the council. These tools and processes are being progressively and deliberately integrated into organisational practise to facilitate:
· A common approach to the assessment of, and response to, the effects of change in the enterprise;
· A systematic approach to the investigation and analysis of incidents;
· Risk based audit planning and methodology; 
· Establishing arrangements that give better visibility of risk to key decision makers.  
A mature risk management framework supports effective decision making at all levels in an enterprise. Council understands that effective decision making is the key to improving the quality, timeliness and cost effectiveness of its outcomes. The achievement of these goals is realistic and achievable when supported by a practical risk management plan that is well aligned to areas of greatest need. 
A fully matured risk management framework will make council more productive by: 
· Reducing the costs generated by poorly designed policy and process;
· By removing duplication and unnecessary redundancy in organisational process and practise; 
· By reducing the costs associated with a failure to anticipate the future;
· By focusing limited investment on initiatives that have the best potential to reduce material risks; and
· By focusing attention upon the interests of the enterprise as opposed to the interests of sub-groups and functions.
[bookmark: _Toc412798933]Past Cost Savings, Efficiencies and Revenue Raising Initiatives 

Cost saving, efficiency and revenue initiatives have been tracked in Continuous Improvement Data Base (Figure 7.9 below) since 2010-11. The database also includes proposed future initiatives.

Figure 7.8 Continuous Improvement Database Snapshot
[image: C:\Users\RDillon\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Outlook\1GI93JK7\Database image.PNG]


Extract from Information Sheet 3 – Cost Savings & Efficiencies – page 69 (Attachment 5b)
[image: ]
Cost Savings - Past 
The Council has saved over $15 million in the past four years (2011/12 to 2014/15 up to February 2015) as a result of the initiatives implemented in the table below. 

Table 7.2: Estimated Cost Savings 2011/12 - 2014/15
	Cost Savings 2011/12 – 2014/15
Area/Initiative
	Amount
	Total Over 4 Years

	Development Assessment and Regulatory Services
	$150,000

	Implementation of a formal review of every major development application and auditing of technical assessments. This increased the quality and improved the turnaround times of development applications. This led to a reduction in Land and Environment Court challenges and subsequent costs.
	$110,000
	

	Implementation of a strategy to issue a Penalty Infringement Notice rather than prosecution through the local court as a means of containing legal costs.
	$40,000
	

	Business / Process Improvements
	$ 1,236,534

	Efficiencies in the Westpool Insurance Model (collective of councils) – distribution of the equity of Westpool members, due to growth
	$325,454
	

	Katoomba Sports and Aquatic Centre - reduction of child-minding service to one session each weekday. This allowed a reduction of 1 Customer Service Officer and reduction of 1 x 24hr a week fitness supervisor. 
	$267,600
	

	Change from external to in-house delivery of Aquatic Monitoring Programs
	$214,680
	

	The project to control of the aquatic weed Cabomba in Glenbrook Lagoon was completed under budget due to treatment efficacy exceeding expectations. Total savings $155,000. Of the $200,000 from the Environment Levy allocated to Cabomba control over the two years 2012/13 to 2013/14, only $45,000 was spent (plus grant funds of $280,000) to achieve likely eradication of Cabomba and Salvinia.
	$155,000
	

	Locker contract expiry, investigations and compromise to service levels resulted in a $30,000 per annum recurrent saving.
	$120,000
	

	Changes to customer service desk rosters at Springwood Aquatic and Fitness Centre resulting in $10,000 per annum saving.
	$40,000
	

	Re-programming of group fitness sessions at Katoomba Sports and Aquatic Centre to save $12,000 per annum recurrent saving
	$36,000
	

	Reduction in child-minding to match reduced customer demand $8000 recurrent saving.
	$32,000
	

	GST savings achieved by thorough checking of records
	$20,400
	

	Development of Standard Contracts to avoid repeat legal costs
	$20,000
	

	Replacement of Echo Point ticket parking machines resulting in a reduced maintenance burden for the Rangers Team.
	$5,400
	

	Consultancy Costs
	$420,000

	Reduced reliance on Recruitment Consultants. To date the in-house recruitment of 10 Manager/Senior Manager positions has led to a 15% saving
	$220,000
	

	Reduced consultancy costs from using internal resources for Local Environment Plan development.

	$200,000
	

	Contract Management
	$846,000

	Secretariat Agreement by the Council with Blue Mountains Lithgow and Oberon Tourism was not extended beyond 30 June 2012. The new funding agreement saw a handing over of tourism promotion responsibility to the private sector as part of a partnership arrangement and related Council expenses were reduced by 50% p.a.
	$726,000
	

	Monthly payment to Thiess Pty Ltd for amortised capital works at Blaxland Waste Management Facility paid out as a lump sum funded by a loan at a lower interest rate than the specified contract payments.
	$120,000
	

	Energy
	$857,100

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and identified Network Use of Service (NUoS) Contract where 1184 streetlights on the Great Western Highway were identified as non-Council assets and returned to RMS management
	$473,600
	

	Reduced energy costs: Solar pool heating; Pool blankets; Water saving devices at all Council aquatic facilities
	$304,000
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and renewed small site contract through Local Government Procurement with 7% saving on contract rates
	$20,400
	

	Variable speed pool filter pumps with speed controlled by a turbidity meter were fitted at some pools. These pump drives adjust speed to maintain water quality at a constant level, slowing down when water quality is high, thereby reducing the energy consumption of pumps by about 25%.
	$20,000
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and achieved Large Site Tariff Optimisation
	$16,500
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and revised Mgwh hours cut off down on Large Contracts allowing 10 small sites to move to cheaper large site rate.
	$14,200
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and identified improvements in Consolidated Invoice Management
	$5,000
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and consolidated outlying small sites into existing Contract Rates
	$3,400
	

	Fleet Purchase and Management
	$2,059,424

	Reduced costs of fleet capital servicing by changing from six to four cylinder in light fleet vehicles. Market assessment indicated that six cylinder vehicles were showing higher purchase price and more rapid depreciation than four cylinder vehicles. A policy decision to exit the six cylinder vehicle market led to a reduction in light vehicle lifecycle costs.
	$960,000
	

	Ongoing annual review of Light Vehicle Fleet Policy and lease charges as well as fleet composition to reduce procurement and running costs. This reduced the light vehicle turnover timeframe, increased residual value through improved reserve setting, reduced repair costs and insurance excesses and reduced fuel consumption.
	$344,069
	

	Purchase of five new garbage trucks through a procurement aggregator resulted in a $40k+ saving per truck
	$205,355
	

	Sale of vehicles: Reduction in light fleet by 12 vehicles. One off capital return of $240k
	$240,000
	

	Change of vehicles in the trades section from trucks to utilities where practical. Ongoing fleet savings $30k a year.
	$120,000
	

	Agreement with the State Emergency Service to pay the fleet and mobile phone costs, previously paid by the Council.
	$100,000
	

	Change of vehicles in the Noxious Weeds section from trucks to utilities (one off savings on the purchase price $50k)
	$50,000
	

	Implementation of six month registration for fleet vehicles being replaced within this period.
	$40,000
	

	Insurance
	$3,060,000

	Change workers compensation model to Work Cover Retro-Paid Loss Model (2011/12- 2014/15)
	$3,060,000
	

	Materials Management Practices
	$ 779,088

	Unsealed roads sealing program was undertaken, based on a business case that demonstrated that by sealing around a quarter of the remaining gravel roads, the Council could reduce annual maintenance expenses and close one heavy plant team. This reduced the asset lifecycle costs and also provided the community with an improved asset. This will provide Council with long term efficiencies to be gained in maintenance, and $200k to $250k recurrent savings (used to repay business case loan funding).
	$500,000
	

	Savings from purchase of pool filter socks. Alternate suppliers were approached and BMCC had the socks made to specification at 2/3 the price of the standard ones resulting in an annual maintenance saving of $26,490.
	$105,960
	

	Innovative reuse of fill onsite during the Hat Hill Road Stage 1 construction resulting in contract cost savings
	$91,528
	

	Review of operation of sanitary bins at public facilities.
	$24,000
	

	A review of the number and location of ticket parking machines was carried out as part of the procurement process to replace the Echo Point ticket parking machines. This identified a surplus of 3 machines that were associated with the coach/bus parking spaces. (Bus/coach operators pay an annual fee and do not need a ticket.) Three less machines were purchased resulting in savings of $23,600.
	$23,600
	

	Altered our library policy to 'meet' rather than 'exceed' public library benchmark standards. This enables us to extend the age of the library collection to with a subsequent reduction in capital.
	$19,300
	

	Energy savings at Blackheath pool. The pool filtration plant is turned off for some periods during the off-season.
	$11,700
	

	Savings from an operating review of the toy library following a cost / benefit analysis.
	$3,000
	

	Plant Purchase and Management
	$261,000

	Cost savings and improved productivity for pothole maintenance. Changed the road patching machinery from a JetPatcher to a Paveline Autopatch reducing the crew from three to two people. There were also savings in operating costs with no loss in productivity.
	$240,000
	

	Saved money on the purchase of two mechanical hoists for the vehicle garages by using a Procurement Aggregator.
	$21,000
	

	Technology Solutions
	$83,150

	Business papers for Councillors and Senior Managers are now distributed electronically. This resulted in savings in printing costs and distribution.
	$35,000
	

	Renegotiation of Council mobile telephone contract. 2012-2015. This led to a reduction in call costs under new contract and consolidation of mobile and fixed line services with one supplier (Telstra).
	$18,750
	

	Moved from paper to hand held devices for the issue of warnings and penalty infringement notices using PINFORCE. This led to a reduction in processing costs and fees paid to the State Debt Recovery Office. The saving is $3 for each penalty infringement notice.
	$12,000
	

	iPad implementation for Councillors. Replacement of desktop PCs with iPads for councillors and cessation of telephone rental and ADSL service provision for two new councillors in 2012.
	$9,700
	

	Reduction in operating costs with the promotion and use of electronic communications in Family Day Care
	$6,900
	

	Savings in software licencing costs by using MSSQL Express edition on the time and attendance server. Previously the more expensive Enterprise edition was used.
	$800
	

	Waste Initiatives
	$1,911,800

	Change from crates to mobile bins for kerbside recycling.
	$1,600,000
	

	Change in provision of chipping and bulky waste services from a scheduled/whole city program to an on-demand/booked service
	$127,000
	

	Use of reclaimed material for road construction at Katoomba Waste Management Facility. Savings were achieved by not buying new material.
	$60,000
	

	Kerbside Chipping – reduction in overtime as third kerbside chipping team should manage current workload requiring no further overtime to meet demand.
	$60,000
	

	Additional savings made from the change in the chipping and bulky waste collection service from a scheduled, whole of city program to an on-demand/booked service. (Different to savings above)
	$50,000
	

	Removal of bottle bank in the library carpark
	$14,800
	

	Work Redesign and Productivity
	$3,622,600

	Rationalised the parks team by using day labour in the growing season, rather than full-time employees. This provided savings in employment and plant costs.
	$680,000
	

	Rationalised the road maintenance team to account for increased productivity. This resulted in employment and plant cost savings with no loss in the level of service. 
	$680,000
	

	Consolidated the Customer Services and Information Technology branches leading to savings in employment and vehicle costs. 
	$452,000
	

	Consolidated the. Environmental & Regulatory Compliance and Land Use Management branches leading to savings in employment and vehicle costs. 
	$240,000
	

	Cemeteries team rationalised through increased productivity. One full time position transferred from cemeteries to pavement team to reduce labour hire costs.
	$240,000
	

	Sign truck staffing reduced from 2 person to 1 person with production maintained and unit rates reduced.
	$240,000
	

	Savings from 1 EFT staff in the bush regeneration team
	$240,000
	

	Reduction of mechanical maintenance staff to meet changed service intervals of modern equipment. Implemented over the previous 5 years.
	$195,000
	

	Savings from 1 EFT staff in the noxious weeds team
	$180,000
	

	Use of multi-skilled staff to provide front reception service
	$168,000
	

	Increased productivity in roads maintenance meant the civil construction team did not have to fill a recent vacancy. Extra day labour will be hired if a project demands it. 
	$120,000
	

	Reduction in employment costs with pre cataloguing negotiated as part of a strategic procurement package 
	$80,000
	

	Visitor Information Centres. Revised rosters to better suit peaks and troughs in visitation have led to employment savings.
	$40,000
	

	Reduction of casual budget for Bushcare, where some volunteer groups are now self sufficient and can operate without supervision during periods of staff leave.
	$36,000
	

	Training costs of accredited certifiers – using training options other than (more expensive) external courses to achieve Continual Professional Development (CPD) points for accreditation. Examples include shared in-house training with Penrith Council and online training.
	$16,600
	

	Changed from external energy reporting provider to in-house reporting
	$10,000
	

	Reduction in consultancy costs with reciprocal arrangements for peer review of development applications with other local government service providers.
	$5,000
	

	Total Savings 2011/12-2014/15
	$15,286,696


Efficiencies - Past 

The Council estimates it has made over $900,000 worth of efficiencies as a result of the initiatives implemented in the table below. 

Table 7.3: Efficiencies 2011/12 - 2014/15
	Efficiencies 2011/12 – 2014/15
Area/Initiative
	Estimated Amount
	Total Over 4 Years 

	An administrative position was redirected to a para-technical position to provide simple planning advice over the counter or phone. This improved the quality of applications and freed up more experienced development planners to focus on more complex assessment issues. This improved the turn-around times for development applications.
	$236,000
	

	Improved transparency and accessibility of the development process by publishing development determinations and notifications online. This improved service levels using existing resources.
	$81,720
	

	Achieved quicker and cheaper delivery of rate notices by using e-mail.
	$80,000
	

	Implemented in house electronic reporting that identifies data issues and contributes to improved business processes for managing customer requests, registers, applications and inspections. This has reduced consultancy costs. The reports are subject to continuous improvement.
	$66,880
	

	Reduced the need for additional staff resources by installing self-serve checkouts at Katoomba Library. This followed a large increase of loan rates.
	$58,000
	

	Through internal efficiencies, the Council absorbed the additional workload from an increasing number of applications received under Government Information (Public Access) Act. The requests related to development consents and approvals.
	$52,500
	

	Increased assessment demands as a result of a revised Planning for Bushfire Protection in 2006.
	$34,000
	

	Implemented electronic signatures across organisation leading to savings in paper usage and eliminating the need to re-scan documents.
	$26,400
	

	Improved processing of development applications within a water catchment area by introducing a preliminary checklist and online assessment tool (NorBE) to determine neutral or beneficial effect. This requirement followed the implementation of the Drinking Water Catchment Regional Environmental Plan No. 1 on 1 January 2007
	$23,144
	

	Implemented the electronic stamping of plans with savings in rescanning of plans.
	$22,400
	

	Enhanced staff flexibility by cross training customer service staff to move between the call centre, the front counter and the RMS counter based on demand.
	$20,000
	

	Introduction and use of social media e.g.., Flickr; Facebook; Twitter; Pinterest; Blogs to provide greater awareness of library services and information within existing resources
	$18,600
	

	Enhanced our children’s programs and internet training at Council libraries with help from volunteers from Volunteers Australia.
	$17,280
	

	Costs involved in the implementation of the requirements of the Education and Care Services National Regulation 2012 were reduced by client training sessions and the electronic distribution of information.
	$17,000
	

	By using automatic development application workflow to generate documents, we have streamlined procedures and ensured a greater level of consistency in documentation.
	$16,640
	

	Improved management of Companion Animals to contain costs associated with increased demand and legislative requirements (such as dangerous and restricted breeds provisions under the Companion Animals Management Act).
	$16,400
	

	Efficiency in the generation of invoices for inspection programs (e.g. food, footpath dining, fire safety).are now linked to debtors. Previously paper copies of invoice were processed by Finance. 
	$16,000
	

	Outsourced legal services tender to Local Government Procurement creating savings of $14,000
	$14,000
	

	Introduction of digital scanners in libraries to retain currency and access to official records with the conversion over time of microfiche records (100,000) to digital records.
	$10,000
	

	Absorbed the additional assessment requirements of SEPP (Building Sustainability Index: BASIX) 2004 introduced 1 July 2005 and extended in October 2006 without needing additional resources.
	$3,000
	

	Improved efficiencies and economies of scale with centralising Roads Act (1993) approvals in one location. Improving the approval process and fee capture. Increased transparency with separation of the regulatory approval from the restorations work.
	$9,600
	

	Centralised the organisational legal register. This reduced duplication, reduced time spent on reporting and provides more accurate and timely information.
	$8,320
	

	Implemented an e-lodgement and tracking system (24x7) for public and Councillor customer service requests giving greater levels of service to our customers and saving one hour a week.
	$8,000
	

	Contained organisational mail out costs through use of emails to replace paper for library reservations and overdue notices. Decrease in mail costs. Over 80% of notices are now electronic.
	$7,800
	

	Developed and implemented e-forms for bookings and applications. Reduces paper consumption and negates the need to scan paper copy.
	$6,000
	

	Redirected Family Day Care payments through the Customer Service Centre. Eliminating the manual credit card machine and cash handling requirements.
	$6,000
	

	Increased delegation from Council to negotiate / deal with matters before the courts.
	$6,000
	

	Staged implementation of Envisionware Internet Booking System at Council libraries. Savings in paper and ink usage by reducing unwanted printing by customers. 
	$4,680
	

	Created efficiencies in processing and debt recovery by adding the “Septic Safe” fee to the rates notice. It used to be invoiced separately. 
	$4,000
	

	Addressed risk by checking development applications against the Aboriginal Heritage when the application was lodged.
	$4,000
	

	Developed and published guides to development resulting in 17% reduction in the number of rejected applications. Significant savings by client; efficiency savings in registering and scanning
	$4,000
	

	Investigate video conferencing option to save staff travelling to meetings.
	Not determined
	

	Implemented split shift facility cleansing teams to improve service quality and reduce contract security costs.
	Not determined
	

	Purchased a second oval type mower for broad acre mowing - giving more options for maintaining sportgrounds and large grassed areas
	Not determined
	

	Introduced flexible work practices for phased retirement to allow smooth transfer of knowledge transition to new staff.
	Not determined
	

	Reviewed retail stock lines in Visitor Information Centres to be being responsive to sales trends
	Not determined
	

	" Aquatic Monitoring and Action Program” – this is an efficiency measure to ensure that sound science underpins the Council’s understanding of local aquatic ecosystems, prioritisation of catchments and waterways for on-ground investment  and evaluation of program/project success. Aquatic monitoring results feed into the Catchment Prioritisation tool, which considers a range of values and risks for each sub catchment in the LGA, to help target catchment restoration resources appropriately and provides the evidence required to successfully seek additional external grant funding opportunities to match the Council’s contribution.
	Not determined
	

	Relationships were established with adjoining Councils to achieve economies of scale in providing services in town centres
	Not determined
	

	Footpath construction works and paving works are contracted out at a cheaper rate as it was identified that contractors could provide specialist construction equipment and economies of scale 
	Not determined
	

	Implemented changes under Local Government and Planning Legislation Amendment (Political Donations) Act in October 2008. New forms, website advice and changes to standard documentation made to reflect requirements using existing resources.
	Not determined
	

	Added WiFi to all library branches
	Not determined
	

	Improved computer connectivity (speed) under State Library of NSW consortia contract.
	Not determined
	

	We continue to off-set natural asset maintenance cost through use of community conservation 
	Not determined
	

	The introduction of Bpay for debtors has improved cash flow and given better customer service
	Not determined
	

	Road shoulder slashing practices reviewed and work methods/equipment changed to drive efficiencies. Parks maintenance teams are now rostered onto road works (generally vegetation control) during winter when mowing in the upper mountains slows down.
	Not determined
	

	Installed rainwater tank Springwood Aquatic and Fitness Centre, completed in December 2012
	Not determined
	

	Asphalt paving attachment added to Flocon truck to speed up asphalt road repairs
	Not determined
	

	Up-skilled the project management team (capital works) by having all project managers complete a Diploma in Project Management.
	Not determined
	

	Implemented vehicle sensing technology to manage high demand parking spaces in Leura Town Centre. The technology sensors when vehicles enter each parking space and identifies overstayed vehicles. This means only an enforcement patrol is required rather than both a mark-up and a separate enforcement patrol.
	$4,000
	

	Implemented electronic lodgement of Complying Development Certificates under the e-housing code. Project implemented with Department of Planning.
	$500
	

	Introduced “Syncplicity” file sharing software for providing documentation from Government Information (Public Access) Act requests. Retrieval of information is by electronic URL link, removing the need to send multiple emails or save to CD and post when information required is large. Information is received by the requestor immediately.
	$375
	

	BMCC Water and Catchments Working Group – Council formed an internal working group to link water resource stakeholders from different branches and directorates across the organisation. This group enhances communication and collaboration on water management issues and seeks continuous improvement and efficiencies in the delivery of the Water Resource Service. This includes seeking external grant funding opportunities such as the three recent Sydney Catchment Authority expressions of interest for approximately $550k of funding for the Jamison Creek catchment.
	Not determined
	

	Total Efficiencies 2011/12-2014/15
	$903,239





Revenue Raised - Past 

The Council has raised almost $6 million of additional revenue as a result of the initiatives implemented in the table below. 

Table 7.4: Revenue 2011/12 - 2014/15
	Revenue 2011/12-2014/15
Area/Item
	Amount
	Total Over 4 Years

	Uncategorised Items
	$1,527,325

	Upgraded parking meters at Echo Point to take credit card payments (increase of 30%).
	$500,000
	

	Implemented an annual administrative fee and a tiered inspection program for food businesses under the NSW Food Partnership program 
	$360,000
	

	Increased patronage at Glenbrook Swim Centre by enclosing the learners’ pool and holding learn to swim classes year round.
	$120,000
	

	Revenue from implementing the on-site septic safe program. Incorporated fee on rates notice to streamline recovery (staged implementation from 07/2008 to 06/2013, with issue of 5 year approval to operate).
	$100,000
	

	Increased revenue from the targeted improvement in recovery of court awarded costs / fines. This included advocacy with the Local Court Registrar with unpaid costs / fines now forwarded to State Debt Recovery Office. This are now better recording systems in Council for managing court income; increased awareness amongst officers to seek recovery of costs; changes to legislation that allows recovery of costs in the Land and Environment Court.
	$91,400
	

	Revenue from fees on temporary fencing following the development and adoption of the on Temporary Fencing (Hoarding) Policy in March 2009. 
	$80,000
	

	Roads and Maritime Services Agency established at Council headquarters in January 2007. Estimated annual profit is $72,000
	$72,000
	

	Increased revenue and reduce risk through updates and improvements to the names and address register.
	$70,000
	

	Implemented revenue coordinator to manage the update of customer information for rating purposes. Audit rates area e.g.. find all properties not currently rated to find missing revenue
	$40,000
	

	Introduced fee for registration of annual fire safety statements
	$32,000
	

	Electronic valuation tool developed to determine / confirm value of works associated with development applications (Note: Statutory fees based on the value of works).
	$30,000
	

	Additional fuel tax credit - net savings
	$29,395
	

	Revenue raised from additional booked waste services for chipping and bulky waste above the two services provided by the Council per property per financial year at no charge
	$2,530
	

	Business / Process Improvements
	$4,304,637

	Gross income from land and property sales and interest on funds in the Property Investment Fund PIF) under the Property Disposal & Investment Program (PDIP) which was established in 2005. 50% of the investment return for this fund is reinvested into the fund with the balance being used to provide asset renewal and maintenance. As at 30.6.14 the total sales and interest generated under this program is calculated at $5,521,401, an average of the 9 year period of $613,489. 
	$1,840,467
	

	Increase in revenue from the Council's two tourist (caravan) parks. This is due to a change in the business model which saw a new management contract, significant renovations including the installation of new cabins and camp kitchens, a rebranding strategy with a new website, new logos and marketing plan. While it is anticipated that this increased net revenue will continue, it should be noted that income from the tourist parks is sensitive to changes in the tourism market.
	$1,360,000
	

	Retail rental income -average over 5 years. Income $1,859,244, expenditure $690,721, net income $1,168,523.
	$701,112
	

	Other rental income - income $256,184, expenditure $106,288. 
	$149,896
	

	Income from mobile phone towers. Income $126,581, expenditure $0.
	$253,162
	

	Total Revenue 2011/12-2014/15
	
	$5,831,962



[bookmark: _Toc412798934]Future Cost Savings, Efficiencies and Revenue Raising Initiatives 

Many of the savings made in the past will continue into the future and when combined with new initiatives, savings of $20.9 million are expected in the period 2015/16-18/19.  
 Cost Savings - Future 

The Council will save nearly $21 million in the next four years as a result of the initiatives implemented in the table below. 

Table 7.5: Cost Savings 2015/16-2018/19
	Savings 2015/16-2018/19
Area / Item
	Amount
	Total Over 4 Years

	Auditing
	$520,000

	Implementation of a formal review of every major development application and auditing of technical assessments. This increased the quality and improved the turnaround times of development applications. This led to a reduction in Land and Environment Court challenges and subsequent costs of $100,000 per annum.
	$440,000
	

	Implementation of a strategy to issue a Penalty Infringement Notice rather than prosecution through the local court as a means of containing costs.
	$80,000
	

	Business / Process Improvements
	$2,740,917

	The phasing out of borrowing money for asset renewal reduced debt and led to savings in interest repayments. $356,689 in 2015-16, $528,653 in 2016-2017, $695,905 in 2017-2018, $858,070 in 2018-2019
	$2,439,317
	

	Locker contract expiry, investigations and compromise to service levels resulted in a $30,000 recurrent saving
	$120,000
	

	Re-programming of group fitness sessions at Katoomba Sports and Aquatic Centre to save $12,000
	$48,000
	

	Changes to customer service desk rosters at Springwood Aquatic and Fitness Centre resulting in $10,000 saving.
	$40,000
	

	Development of Standard Contracts to avoid repeat legal costs
	$40,000
	

	Reduction in child-minding to match reduced customer demand $8000 recurrent saving.
	$32,000
	

	Replacement of Echo Point ticket parking machines is expected to result in a reduced maintenance burden for the Rangers Team
	$21,600
	

	Consultancy Costs
	$660,000

	Reduced consultancy costs from using internal resources for Local Environment Plan development.
	$400,000
	

	Reduced reliance on external recruitment consultants relative to appointment of senior staff. To date the in-house recruitment of 10 Manager/Senior Manager positions has led to a 15% saving
	$220,000
	

	Reduced consultancy costs from only conducting the Community Survey (measuring community perception of performance) once every two years instead of annually after 2014. (Save $20,000 every two years)
	$40,000
	

	Contract Management
	$1,448,000

	The existing Secretariat Agreement with Blue Mountains Lithgow and Oberon Tourism was not extended beyond 30 June 2012. The new funding agreement saw a handing over of tourism promotion responsibility to the private sector as part of a partnership arrangement and related Council expenses were reduced by 50% p.a.
	$968,000
	

	Monthly payment to Thiess Pty Ltd for amortised capital works at Blaxland Waste Management Facility paid out as a lump sum funded by a loan at a lower interest rate than the specified contract payments.
	$480,000
	

	Energy
	$953,800

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and identified NUoS Contract where 1184 streetlights on Great Western Highway were returned to RMS management.
	$473,600
	

	Savings from installation solar water heaters at Springwood Aquatic and Fitness Centre.
	$200,000
	

	Savings from air handlers at Springwood Aquatic and Fitness Centre
	$120,000
	

	Reduced energy costs from solar pool heating; pool blankets and water saving devices at aquatic centres
	$76,000
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and renewed small site contract through Local Government Procurement  with 7% saving on contract rates
	$40,800
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and identified improvements in Consolidated Invoice Management
	$20,000
	

	Variable speed drives controlled by a turbidity meter, where fitted at some pools. These drives maintain water quality while reducing the energy consumption of pumps by about 25%.
	$20,000
	

	Undertook Energy Aggregation Review 2013-14 on current Energy Contracts and consolidated outlying small sites into existing Contract Rates
	$3,400
	

	Fleet Purchase and Management
	$2,557,416

	Reduced costs of fleet capital servicing by changing from six to four cylinder in light fleet vehicles.
	$1,280,000
	

	Fleet repairs review leading to process change in referral and procurement of minor repairs and detailing on light vehicles.
	$429,416
	

	Agreement with the State Emergency Service to pay the fleet and mobile phone costs, previously paid by the Council.
	$400,000
	

	Reduced running costs from reduction in light fleet by twelve vehicles. $72k annual operating savings
	$288,000
	

	Change of vehicles in the trades section from trucks to utilities where practical. Ongoing fleet savings $30k a year
	$120,000
	

	Implementation of six month registration for fleet vehicles being replaced within this period.
	$40,000
	

	Insurance
	$2,560,000
	

	Change workers compensation model to Work Cover Retro-Paid Loss Model (2014/15-2018/19)
	$2,560,000
	

	Materials Management Practices
	
	$1,234,760

	Sealing of Unsealed Roads - Council was spending a disproportionate maintenance expense on unsealed roads. It prepared a detailed business case showing that sealing selected roads was justified by savings in maintenance costs, including through the reduction of one heavy plant team. The savings on the pilot project allowed work to be expanded. Around 20km of roads were sealed across the LGA, leading to annual savings of $250K
	$1,000,000
	

	Savings from purchase of pool filter socks. Alternate suppliers were approached and BMCC had the socks made to specification at 2/3 the price resulting in an annual maintenance saving of $26,490. 
	$105,960
	

	Altered our library policy to 'meet' rather than 'exceed' public library benchmark standards. This enables us to extend the age of the library collection to with a subsequent reduction in capital.
	$77,200
	

	Review of operation of sanitary bins at public facilities
	$32,000
	

	Savings at Blackheath pool. The pool filtration plant is turned off for some periods during the off-season.
	$15,600
	

	Savings from an operating review of the toy library following a cost / benefit analysis.
	$4,000
	

	Plant Purchase and Management
	$60,000

	Cost savings and improved productivity for pothole maintenance. Changed the patching machinery from a JetPatcher to a Paveline Autopatch reducing the crew from three to two people. There were also savings in operating costs with no loss in productivity.

	$60,000
	

	Technology Solutions
	$158,200

	Business papers for Councillors and Senior Managers are now distributed electronically. This resulted in savings in printing costs and distribution.
	$140,000
	

	Reduction in operating costs with the promotion and use of electronic communications in Family Day Care.
	$9,200
	

	Moved from paper to hand held devices for the issue of warnings and penalty infringement notices using PINFORCE. This led to a reduction in processing costs and fees paid to the State Debt Recovery Office. The saving is $3 for each penalty infringement notice.
	$9,000
	

	Waste Initiatives
	$5,343,600

	Improved residential recycling service model as part of the Waste Avoidance & Resource Recovery Strategy. Improvements include changing from a weekly to fortnightly collection and providing larger capacity bins.
	$3,000,000
	

	Change from crates to mobile bins for kerbside recycling.
	$1,600,000
	

	A business case demonstrated that operational savings could be achieved through the Council taking over direct management of the Blaxland Resource Recovery and Waste Management Facility at the conclusion of the current outsourced contract. Savings will come from a consolidation of recycling and materials processing contracts, avoidance of contract profit component and variation payments, and resource sharing with the Katoomba facility.
	$400,000
	

	Change in provision of chipping and bulky waste services from a scheduled/whole city program to an on-demand/booked service
	$254,000
	

	Use of reclaimed material for road construction at Katoomba Waste Management Facility.
	$60,000
	

	Removal of bottle bank in the library carpark
	$29,600
	

	Work Redesign and Productivity
	$2,722,400

	Rationalised the parks team by using day labour in the growing season, rather than full-time employees. This provided savings in employment and plant costs.
	$680,000
	

	Rationalised the road maintenance team to account for increased productivity. This resulted in employment and plant cost savings with no less in the level of service.
	$680,000
	

	Savings from 1 EFT staff in the noxious weeds team
	$240,000
	

	Savings from 1 EFT staff in the bush regeneration team
	$240,000
	

	Consolidated the Customer Services and Information Technology branches leading to savings in employment and vehicle costs.
	$226,000
	

	Increased productivity in roads maintenance meant the civil construction team did not have to fill a recent vacancy. Extra day labour will be hired if a project demands it.
	$120,000
	

	Visitor Information Centres - introduce new rosters. Revised rosters have been introduced.
	$80,000
	

	Reduction in employment costs with pre cataloguing negotiated as part of a strategic procurement package
	$80,000
	

	Training costs of accredited certifiers – using training options other than (more expensive) external courses to achieve Continual Professional Development (CPD) points for accreditation. Examples include shared in-house training with Penrith Council and online training.
	$66,400
	

	Consolidated the. Environmental & Regulatory Compliance and Land Use Management branches leading to savings in employment and vehicle costs.
	$60,000
	

	Sign truck reduced from 2 person to 1 person with production maintained and unit rates reduced.
	$60,000
	

	Cemeteries team rationalised through increased productivity. One FTE transferred pavements team to reduce labour hire costs.
	$60,000
	

	Reduction of casual budget for Bushcare for groups that can operate without supervision during periods of staff leave
	$48,000
	

	Use of multi-skilled staff to provide front reception service
	$42,000
	

	Changed from external energy reporting provider to inhouse reporting
	$20,000
	

	Reduction in consultancy costs with reciprocal  arrangements for peer review of development applications with other local government service providers
	$20,000
	

	
Total Savings 2015/16-2018/19
	
$20,959,093





Efficiencies - Future 

The Council is estimated to save over $870,000 in the next four years as a result of the efficiency initiatives implemented in the table below. 

Table 7.6: Efficiencies 2015/16-2018/19
	Efficiencies 2015/16-2018/19
Area / Item
	Amount
	Total Over 4 Years

	An administrative position was redirected to a para-technical position to provide simple planning advice over the counter or phone. This improved the quality of applications and freed up more experienced development planners to focus on more complex assessment issues. This improved the turn-around times for development applications.
	$236,000
	

	Reduced the need for additional staff resources by installing self-serve checkouts at Katoomba Library. This followed a large increase of loan rates.
	$116,000
	

	Improved transparency and accessibility of the development process by publishing development determinations and notifications online. This improved service levels using existing resources.
	$81,720
	

	Through internal efficiencies, the Council absorbed the additional workload from an increasing number of applications received under Government Information (Public Access) Act. The requests related to development consents and approvals.
	$70,000
	

	Implemented electronic signatures across organisation leading to savings in paper usage and eliminating the need to re-scan documents.
	$35,200
	

	Implemented in house electronic reporting that identifies data issues and contributes to improved business processes for managing customer requests, registers, applications and inspections. This has reduced consultancy costs. The reports are subject to continuous improvement.
	$33,440
	

	Introduction and use of social media e.g.., Flickr; Facebook; Twitter; Pinterest; Blogs to provide greater awareness of library services and information within existing resources.
	$24,800
	

	Enhanced our children’s programs and internet training at Council libraries with help from volunteers from Volunteers Australia.
	$23,040
	

	Implemented the electronic stamping of plans with savings in rescanning of plans.
	$22,400
	

	Enhanced staff flexibility by cross training customer service staff to move between the call centre, the front counter and the RMS counter based on demand.
	$20,000
	

	Introduction of digital scanners in Libraries to retain currency and access to official records with the conversion over time of microfiche records (100,000) to digital records.
	$20,000
	

	Increased assessment demands as a result of a revised Planning for Bushfire Protection in 2006.
	$17,000
	

	By using automatic development application workflow to generate documents, we have streamlined procedures and ensured a greater level of consistency in documentation.
	$16,640
	

	Centralised the organisational legal register. This reduced duplication, reduced time spent on reporting and provides more accurate and timely information.
	$16,640
	

	Efficiency in the generation of invoices for inspection programs (e.g. food, footpath dining, fire safety).are now linked to debtors. Previously paper copies of invoice were processed by Finance
	$16,000
	

	Increased delegation from Council to negotiate / deal with matters before the courts
	$12,000
	

	Improved processing of development applications within a water catchment area by introducing a preliminary checklist and online assessment tool (NorBE) to determine neutral or beneficial effect. This requirement followed the implementation of the Drinking Water Catchment Regional Environmental Plan No. 1 on 1 January 2007
	$11,572
	

	Contained organisational mail out costs through use of emails to replace paper for library reservations and overdue notices. Decrease in mail costs. Over 80% of notices are now electronic.
	$10,400
	

	Improved efficiencies and economies of scale with centralising Roads Act (1993) approvals in one location. Improving the approval process and fee capture. Increased transparency with separation of the regulatory approval from the restorations work
	$9,600
	

	Improved management of Companion Animals to contain costs associated with increased demand and legislative requirements (such as dangerous and restricted breeds provisions under the Companion Animals Management Act).
	$8,200
	

	Addressed risk by checking development applications against the Aboriginal Heritage when the application was lodged.
	$8,000
	

	Developed and implemented e-forms for bookings and applications. Reduces paper consumption and negates the need to scan paper copy.
	$8,000
	

	Redirected Family Day Care payments through the Customer Service Centre. Eliminating the manual credit card machine and cash handling requirements.
	$8,000
	

	Developed and published guides to development resulting in 17% reduction in the number of rejected applications. Significant savings by client;  efficiency savings in registering and scanning
	$8,000
	

	Implemented an e-lodgement and tracking system (24x7) for public and Councillor customer service requests giving greater levels of service to our customers and saving one hour a week.
	$8,000
	

	Staged implementation of Envisionware Internet Booking System at Council libraries. Savings in paper and ink usage by reducing unwanted printing by customers.
	$6,240
	

	Created efficiencies in processing and debt recovery by adding the “Septic Safe” fee to the rates notice. It used to be invoiced separately.
	$4,000
	

	Absorbed the additional assessment requirements of SEPP (Building Sustainability Index: BASIX) 2004 introduced 1 July 2005 and extended in October 2006 without needing additional resources.
	$3,000
	

	Investigate video conferencing option to save staff travelling to meetings.
	Not determined
	

	Purchased a second oval type mower for broad acre mowing - giving more options for maintaining sportgrounds and large grassed areas
	Not determined
	

	Introduced flexible work practices for phased retirement to allow smooth transfer of knowledge transition to new staff.
	Not determined
	

	Implemented split shift facility cleansing teams to improve service quality and reduce contract security costs
	Not determined
	

	Footpath construction works and large paving works are contracted out as contractors are able to provide specialist equipment and economies of scale
	Not determined
	

	Asphalt paving attachment added to Flocon truck to speed up asphalt road repairs
	Not determined
	

	Crossed trained cemetery staff in all skills such as  GIS mapping, cemetery register, ground staff work and  liaising with families
	Not determined
	

	Reviewed retail stock lines in Visitor Information Centres to be being responsive to sales trends
	Not determined
	

	" Aquatic Monitoring and Action Program” – this is an efficiency measure to ensure that sound science underpins the Council’s understanding of local aquatic ecosystems, prioritisation of catchments and waterways for on-ground investment  and evaluation of program/project success. Aquatic monitoring results feed into the Catchment Prioritisation tool, which considers a range of values and risks for each sub catchment in the LGA, to help target catchment restoration resources appropriately and provides the evidence required to successfully seek additional external grant funding opportunities to match the Council’s contribution.
	Not determined
	

	Road shoulder slashing practices reviewed and work methods/equipment changed to drive efficiencies. Parks maintenance teams are now rostered onto road works (generally vegetation control) during winter when mowing in the upper mountains slows down.
	Not determined
	

	Added WiFi to all library branches
	Not determined
	

	Improved computer connectivity (speed) under State Library of NSW consortia contract.
	Not determined
	

	Implemented changes under Local Government and Planning Legislation Amendment (Political Donations) Act in October 2008. New forms, website advice and changes to standard documentation made to reflect requirements using existing resources.
	Not determined
	

	Costs involved in the implementation of the requirements of the Education and Care Services National Regulation 2012 were reduced by client training sessions and the electronic distribution of information.
	Not determined
	

	We continue to off-set natural asset maintenance cost through use of community conservation
	Not determined
	

	The introduction of Bpay for debtors has improved cash flow and given better customer service
	Not determined
	

	Achieved quicker and cheaper delivery of rate notices by using e-mail.
	Not determined
	

	Installed rainwater tank Springwood Aquatic and Fitness Centre, completed in December 2012.
	Not determined
	

	Relationships were established with adjoining Councils to achieve economies of scale in providing services in town centres town centres
	Not determined
	

	Up-skilled the project management team (capital works) by having all project managers complete a Diploma in Project Management
	Not determined
	

	Implemented vehicle sensing technology to manage high demand parking spaces in Leura Town Centre. The technology sensors when vehicles enter each parking space and identifies overstayed vehicles. This means only an enforcement patrol is required rather than both a mark- up and a separate enforcement patrol.
	$16,000
	

	Implemented electronic lodgement of Complying Development Certificates under the e-housing code. Project implemented with Department of Planning.
	$2,000
	

	Introduced “Syncplicity” file sharing software for providing documentation from Government Information (Public Access) Act requests. Retrieval of information is by electronic URL link, removing the need to send multiple emails or save to CD and post when information required is large. Information is received by the requestor immediately.
	$1,500
	

	BMCC Water and Catchments Working Group – Council formed an internal working group to link water resource stakeholders from different branches and directorates across the organisation. This group enhances communication and collaboration on water management issues and seeks continuous improvement and efficiencies in the delivery of the Water Resource Service. This includes seeking external grant funding opportunities such as the three recent Sydney Catchment Authority expressions of interest for approximately $550k of funding for the Jamison Creek catchment.
	Not determined
	

	Total Savings 2015/16-2018/19

	$873,392.00


Revenue - Future 

The Council will raise an estimated $3.3 million in the next four years as a result of the efficiency initiatives implemented in the table below. 

Table 7.7 Revenue 2015/16-2018/19
	
Revenue 2015/16-2018/19
Area/Item
	Amount
	Total Over 4 Years

	
Various Initiatives
	
$1,473,060

	Upgraded parking meters at Echo Point to take credit card payments (increase of 30%).
	$500,000
	

	In accordance with the NSW Food Partnership program implemented the annual administrative fee and a tiered inspection program for food businesses
	$360,000
	

	Increased patronage at Glenbrook Swim Centre by enclosing the learners’ pool and holding learn to swim classes year round
	$240,000
	

	Revenue from implementing the on-site septic safe program. Incorporated fee on rates notice to streamline recovery (staged implementation from 07/2008 to 06/2013, with issue of 5 year approval to operate).
	$100,000
	

	Revenue from fees on temporary fencing following the development and adoption of the on Temporary Fencing (Hoarding) Policy in March 2009.
	$80,000
	

	Implemented revenue coordinator to manage the update of customer information for rating purposes. Audit rates area e.g.. find all properties not currently rated to find missing revenue
	$80,000
	

	Electronic valuation tool developed to determine / confirm value of works associated with development applications (Note: Statutory fees based on the value of works).
	$40,000
	

	Roads and Maritime Services Agency established at Council headquarters in January 2007. Estimated annual profit is $18,000.
	$36,000
	

	Introduced fee for registration of annual fire safety statements
	$32,000
	

	Revenue raised from additional booked waste services for chipping and bulky waste above the two services provided by the Council per property per financial year at no charge
	$5,060
	

	
Business / Process Improvements
	
$1,866,324

	Increase in revenue from the Council's two Tourist (caravan) Parks. This is due to a change in the business model which saw a new management contract, significant renovations including the installation of new cabins and camp kitchens, a rebranding strategy with a new website, new logos and marketing plan. While it is anticipated that this increased net revenue will continue, it should be noted that income from the tourist parks is sensitive to changes in the tourism market
	$1,360,000
	

	Income from mobile phone towers. Income $126,581, expenditure $0.
	$506,324
	

	Total Revenue 2015/16-2018/19

	
	$3,339,384



Table 7.8: Document Reference for Assessment Criteria 7
	Attachment No.
	Document

	13
	Resourcing Strategy 2014-2024  (Part 5 Workforce Management)

	14
	BMCC Service Framework: Guidelines for Achieving Best Value Services that Meet Community Needs
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Certification
APPLICATION FOR A SPECIAL RATE VARIATION 
To be completed by General Manager and Responsible Accounting Officer
Name of council: Blue Mountains City Council

We certify that to the best of our knowledge the information provided in this application is correct and complete.
General Manager (name): Robert Greenwood
[bookmark: Text25]Signature and Date:      
Responsible Accounting Officer (name): Neil Farquharson
[bookmark: Text27]Signature and Date:      

Once completed, please scan the signed certification and attach it as a public supporting document online via the Council Portal on IPART’s website.


Top issues of concern for Blue Mountains area,                           2012, 2013, 2014 Community Surveys 
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Top issues of concern for neighbourhoods,                                    Community Surveys 2012, 2013, 2014
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Scenario 1	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	9.6799999999999997E-2	9.7799999999999998E-2	8.7300000000000003E-2	7.8200000000000006E-2	6.6799999999999998E-2	5.7099999999999998E-2	5.2400000000000002E-2	5.0299999999999997E-2	4.8399999999999999E-2	4.2200000000000001E-2	Scenario 3	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	9.6799999999999997E-2	9.9500000000000005E-2	9.1800000000000007E-2	8.5099999999999995E-2	7.5300000000000006E-2	6.4399999999999999E-2	5.91E-2	5.6599999999999998E-2	5.45E-2	4.7500000000000001E-2	Benchmark.	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.1	0.1	0.1	0.1	0.1	0.1	0.1	0.1	0.1	0.1	Percent
Scenario 1	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.60599999999999998	0.63800000000000001	0.65300000000000002	0.66700000000000004	0.68	0.68300000000000005	0.68400000000000005	0.68600000000000005	0.68700000000000006	0.68799999999999994	Scenario 3	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.60599999999999998	0.63100000000000001	0.63600000000000001	0.63800000000000001	0.64100000000000001	0.64400000000000002	0.64600000000000002	0.64700000000000002	0.64900000000000002	0.64900000000000002	Benchmark 	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.4	0.4	0.4	0.4	0.4	0.4	0.4	0.4	0.4	0.4	Percent
Scenario 1	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	4.0939999999999997E-2	4.0890000000000003E-2	4.0930000000000001E-2	4.0939999999999997E-2	4.1000000000000002E-2	4.0939999999999997E-2	4.0939999999999997E-2	4.0939999999999997E-2	4.0939999999999997E-2	4.0930000000000001E-2	Scenario 2	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	4.0939999999999997E-2	4.0930000000000001E-2	4.1000000000000002E-2	4.1000000000000002E-2	4.1000000000000002E-2	4.095E-2	4.095E-2	4.095E-2	4.095E-2	4.0939999999999997E-2	Scenario 3	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	4.0939999999999997E-2	4.0930000000000001E-2	4.1000000000000002E-2	4.1000000000000002E-2	4.1000000000000002E-2	4.095E-2	4.095E-2	4.0960000000000003E-2	4.0960000000000003E-2	4.095E-2	Benchmark 	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	0.05	Percent
Scenario 1	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.25881406258459488	0.23439002584842214	0.29097515002913954	0.39968558206360194	0.4609257405420199	0.46723026104836707	0.50157824188178324	0.51558905701527469	0.46962073256505982	0.53964841206121972	Scenario 3	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	0.25881406258459488	0.24151578093272003	0.2362059808700499	0.27648843989593236	0.25492412650232443	0.27495060209521682	0.2623195394056288	0.31282083860166116	0.27071212782178661	0.33070344391567469	Benchmark 	14/15	15/16	16/17	17/18	18/19	19/20	20/21	21/22	22/23	23/24	1	1	1	1	1	1	1	1	1	1	Percent
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Attachment 5b

An efficient Council: case studies

Case study 1: Sealing of unsealed roads

It was identified that savings could be obtained through the sealing
of sections of unsealed roads that were absorbing high levels of
resources as a result of costly regrading requirements. The aim of
this cost saving initiative was to reduce maintenance costs on
unsealed roads by completing a permanent seal. The outcome from
implementing the sealing of targeted unsealed roads has been
estimated savings of $400,000 with recurrent annual savings of
$200,000. The reduction of unsealed roads has allowed resources

(staff and materials) previously used on constant grading of unsealed roads, to be reallocated to other

priority maintenance activities. In addition, this ini

tive has improved service delivery to the
community through sealing of unsealed roads, many of which had been eroded by weather.

Case study 2: Blue Mountains Tourist Parks

The Council owns and operates two caravan parks: Katoomba Falls
Caravan Park and Blackheath Caravan Park, which represent
substantial assets and occupy significant and valuable parcels of
reserved Crown land and Council land.

The two parks provide 140 accommodation sites with 105 of these
being used as drive-on tourist sites and/or cabins and park vans and
35 sites for camping.

A comprehensive service review of these facilities was implemented. This resulted in the development
of a Business Plan/ business case for further investing in the parks to achieve much-needed
improvements and increased returns from investment. This has proved very successful with the $2.3
million investment in rebranding and renovating the parks resulting in bookings at new record levels
and a cumulative net return over the past five years of $1.7 million.

Case study 3: Energy savings at Springwood Aquatic Centre

A range of energy saving initiatives have been implemented at
Springwood Aguatic Centre including a Bauer air conditioning system,
improved sealing of the facility and an entry airlock was created. This
has resulted in a 40% energy cost saving over five months. There has
also been reduced electricity consumption and C02 emissions.
Projected annual savings from these initiatives is $20,000.
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Service: Transport & Public Access
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including in Sydney's watr catchment due o faiuse or absence ofefective
haad-of-caichment reatments such as sormater qually mprovement
davies - SQIDS dve lo nadequats fundng

Declne inthe contributon made by the communiy towards management of
aturalareas f Council supporied programs such as BushCare do not
continue due 1o lack of funding,resuling i acverse impact on the natural
envitonment and reduction in communiy wellbeing fom partipating in
such programs

Inadsquate funing or maintenance and renewal of natural ssols wil
rosul i signifcantly groater romediation and management coss n the
future

Declring natural area qualt and values rosulsin poor visor axperiences
impacting on tourist economy and ocal employment.

Prioriise alocatio of xistig resources i accordance wil Natural Area
‘Asset Management Plans and funds avalabie. Seok continuaton of e
Envionmental Lovy Funding Program.

‘Winin avaiabie funding,prorise requied expenditre fo meet legsatve
roqurements relatdfo land management,biosacurity an pest
management

A funding alows conlinue o deliver Storm Water Qualty Improvement
Devicas (SQIDS) maintonance regime; respond o CSRs i pricrty
catchments; advocate 10 and engage withrelevant sate agencies &g RMS
and Syaney Water f reduce stormwater impacis

Pririise aocaton of resources i accordanca wi the Asset Management
Plan and Woed Management Plans.

Bofore.

after
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Service: Natural Environment

FUNDING OPTION 3 — SERVICE LEVELS REDUCED
e

OVERALL SERVICE PROVISION-

CURRENT CoNDITION 10 YEAR PROJECTED

-

10 YEAR PROJECTED

CURRENT FUNGTION

CURRENT CAPACITY

=

B oot [ e [ P

blue,

SUMMARY OF ASSET SUSTAINABIL|
LONG TERM—LFECYCLE CosTs.

115 estmatec hat thre wi be & funding shortal of $2,643.000 sach yoar ove (he whole of e of e Natural
Envronmont asset class Tris s based on hodeprecision ok fom e Assa Fegeser,

Lifecycle Cost (annually) 56,068,000
Lifecycle Availabe Funding (snnuslly) $3419,000
Lifecycle Gap (annually) 52,645,000

Lifecycle Financing indicator 56%

'MEDIUM TERM—10 YEAR FINANCIAL PLANNING PERIOD

115 estmate hat ther wi be  funcing shortal o 53,179,000 each yoor over the ne 10 yoars fo matomn
o curont oo serco for 1 Notea Envronment a5t cass.

10 Year Cost (annually) $7.137.000
10 Year Availabe Funding (snnually) $3419.000
10 Year Gap (annually) 83,718,000

10 Year Financing Indicator 48%

IMPACT OF THIS FUNDING OPTION
Tl st w1 skt i ol f ool e i e s s pces 1
Pt wned acinr0sn o cin e ity B 4t s el e Enterae vy 1t
et To Loy 5 2015 20t w1 S sty o o s eon o
Th Loy v s s et kg i o ctaes - 2108 o 30 1 st g s
a0 o iy e ch o etorerl vk wlb bt vy e Cocl ety g
{apdtion st oo nd e o ey e 1o s b g e Lo P
Enesnma vy 350 oy s Counel 5 e b s 3 et
Ui snr ot el ans epsterl s 2310 ol s s ool e ctigens.
0 pohdn, e s s i gactonan ek 10 e Levy o el s spbcat

20 Year Projected Operating & Capital Expenditure
Funding Option 3

= Coptn Updtion B3 ot Ranews-

[Erwa—
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Service: Natural Environment

KEY AcTIVITY 4: WEED CONTROL
'DESCRIPTION IMPACT OF FUNDING OPTIONS ON SERVICE LEVELS

‘Gounci has a obigaton under the Noxious Woeds Act 1993 as the local control authoty, 1o Funding Optlon 3 wouid see @ sinifcant reducton i the contol of
facc the negative impactof weeds on human healh, the economy. communy and envronmen. | nosious and environmentalweeds in the Cy. Councll would bo

These oblgatons e me by the coirol ofinvasive weeds on Counci owned or managedland and | challenged in meetng s mnimum satuory abligatons The broader
the inspection of private and. Counc aiso makes a signicantnvestment on our Word Herlage | programs which go beyond Councl's satlory abigatons fo prtect e
Envronment. Leflnchecked, woeds have the capacty 0 reduce the qualy ofour nalve habitats, | envionmental quaiy of our bushiand woukd be greatl diminihed. This
the ameniyofcur bustiand, the kol scanomy and communy heatth and wellbeing. The Weed | would have flow o impacls forcur Word Hertage Envionment and
Management Program targets noxious and envionmentsl weeds acros the iy, both on pubic and |~ Sycney's water catehmen. Funding Optons 1 and 2 woukd soe @
priva and to mininise rban development impacts o the environment continiaton and maintenance of Councrs curent progams,

EXAMPLE OF GOOD /
FAIR CONDITION

OPTION3 oPTION 2 OPTION 1

Goot [ For [ Per Servce Levess Reoueeo Servce Levess ManTaneo Senvece Levess Wproveo

CURRENT QUALITY ‘Conpmon 10 e Prosecreo Coupmon -10 Ya Proecren Conomon- 10 Y Proutcren

Funcon- 10 YR PRosEeTED
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“We have safe, healthy environments in which people
of all ages, abilties and socio-economic backgrounds
can live, work and play.”

Service: Emergency Management

Counct Emergancy Actiies

‘Suppert o e Agencies Emergency
Actviies

Emergency Management

Planng for and supprng
‘omergancy management or e
Ty

Managng the bushire ik on
Cound land

% 20% 4% 0% B0% 100%

0 v St [ sttt [ oSt (] %00t koow

-4

“The Gy of the Bue Mountains s one of the mostbushfre prone areas
in Ausirala. It a0 an area subject 10 maor siom, wid, e and
snow everds. The Emergency Management Service maintans and
bulds capaciy o respond fo such disaster everts and ather emergency
management risks.

Whie the Counc i ot an emergency respanse agency per se t
deivers & range of bushfire and emergency management services o
me sattory bigations and werks n ciose parnershp and lason
wih other agencies such as RFS and SES. Counc s a signficant
supperting agency during major emergency ovets and dverts
substantiel resources o asising emergency servces and he
‘commundy in times o riss

The Councis e i typcally one oflgistcs support and provision of
ecessary saf, plant and equipment o assit th lead agency i
controing an emergency suation. The Service provides over 300
Bush Firo Asset Prolecton Zones (APZs) prolecting more han 1,100
ouses across the Ciy: approx. 63k of re vals, 24 Rural Fire
Service (RFS) buldings: Katoomba Emergency Services Centre; 1
State Emergency Senvce (SES) buldng and the RES venicl feet
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ASSETS.

Assets supporting this service
include:
+ 26 Emergency buldings comprising
= The Katoomba Emergency
Services Centro
= 24 Rural Fre Servics Busdings
~ 1 Stanc aone State Emergency
Service Buiding
RFS Vehicle Floet
+ Fre mitgaton assats incuding
300 Assat Proection Zones
#ez5)
~ 3k of Fre Trals

Service: Emergency Management

walc?

KEY STRATEGIC Risks

Risk MANAGEMENT STRATEGIES

Capaciy 1o deve bushfire and smergency management programs are
Compromised by the NSW Governman statuory contrbutions for
amergancy servces which have increased mors tan permited annual
rate revenue ncreases. The Counc i recured o annualy conirbute

1.7% of the toaloparating bugetsfo he Rural Fir Servic, the State
Emergency Service and Fro & Rescue NSW for tharoperatons wiin
the Blue Mountains. For the 2013-14 year thess contrutons ncreased
by 12% In contrast i tha same perod e Stats Government only
allowsd the Counci 10 ncrease ratng revenus by 2.3 percont

The Gy of the Blue Mountansis highly rone to natura disasters
nciuding bushires and storms. Sgnicant costs have hstorcally been
bome by the Counci as  resu of natural dsasters, which are ot uly
recoverabe orare oy partaly recoverable

Lack o, o faiing asset protecion zones o fre rals as a resul of
nadequate fundng

A unplanned event such as 8 natural disastr disrups the Councis
business and compromises 1 abity o delwer core sorvices to e
communty.

Conlinue o advocate 1 he Stats Government agans! costng shiting and
forocast stautory contrbulons ncreases  the Long Term Financal Pan to
avoid future fnancialshocks.
Continueto ensure i requestsfo assstance during emergencies rom
‘omergoncy agencies are approved and rocorded n accordance wi
oquied standards and organisatonal polces.
0 advocate for amargency deciratons 0 be mad wharo

st 10 the Counc re forecast

Ensure Natural Disaster compensation cams are made i a timely manner

Wi avaiabl resources contnue (o mplement he Bushire Risk
Migaton Asset Plan mantain Asset Protecton Zonos n a prortsed. rsk
basec manner. whers hgher sk areas recanve grester mvesiment, conduct
inspections systematically (0 dantdy areas where APZ may be required,
and laisa withthe Rura Fire Senvice n refato to bush fre hazard
complaints and subsecuent drocties 1o undertake work and contine
acvacatig 1o oier evet of goverrment fr funding

Continue to mainain a current Business Continuty Plan to bo mplemented
in event of amergency vent mpactng on the Councifs business operations
Continu to communcate arangements wihn the plan o key mternal
siakeholders and conduct appropriae taf raning exercises 0 support
successiu implementaton of he Plan when rogured

WHAT SERVICE LEVELS LOOK LIKE
POOR Example.
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Service: Emergency Management
KEY ACTIVITY 1: COUNCIL EMERGENCY ACTIVITIES (Asser ProTection Zones & Fire TRALS)

roponsiaty fordeviop Local Emecgency Mansgemert iara ol et Srsegs 0 oSecively coodinte e
Tepanse o energencs

|

A

CURRENT FUNCTION
moms ,/

i
" [

o

CURRENT CAPACITY

CURRENT CONDITION
Conttene //'
wan [ &

OPTION 3
Serwce Levets Repuced

Conamon 10 YR Prosecreo.
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Funcnon - 10 Y Prosecren

or

i s, ude i chverte 0 s condton fom
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oo, a5 xpace o i e demard e ot e boyond Counehs
OPTION 2
Serwce Levets ManTAIED

OPTION 1
SeRwce LeveLs IuproveD
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EXAMPLE OF GooD /
FAIR CONDITION
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SBM 2025 Objectives.

|

“Diversity enriches the city and makes it more

fosters a stable and healthy community.”

exciting and vibrant. The fair distribution of resources

‘Community health and well being are
‘maintained and improved.
s [ Commmsnsmona
caring and
ey o - Community Development
culturs, croativity and lfe-ong learning. P P ———
‘The population has a healthy balanceof [ 7% 21 [SCULEE rPeorle i ey )
Ppeople of difference ages and lifo stages. e — . t—]
fttsreg e ——
Service Aims. ool
Senices ana tcktes forcriden
« Build the capacity of the community to and famies — m
enableresiience, partcularly for CommuntyCantes and Commnty gy
wuinerabe groups. Hats
+ Develop and implement pians in o % % % 0% 100w
PaeafoAT) Giak o et 0 vy Sastes [ s stmies [ 6 St [ %Dont ke

Government and local providers 1o
‘address community social needs.
Buid and deiiver preventative and
innovative communily policies and
programs.

implement the delivery program actions for-

= Community Development Advocacy
w

“This Service aims to increase the well being,resilence and capacily of the
local communiy, partcuarly disadvantaged groups. Councl works in
partnership with al levels of government and local community organisations to
‘ensure particularly the disadvantaged and the vulnerable and al residents
have access to needed priorty services and faciltes
Examples of important collaborations to address priorty needs are the BMCC
‘Aboriginal Advisory Council the Domestic Squalor Working Group and the
Stronger Familles Allance. This Service altracs significant levels of external
‘grant funding for the benefi of the community. delivers socialprograms,
supports communily engagement events and administers communily grant
funding programs.
Examples of atiracting extenal funding are the development of community
faciltis such as the Mid Mountains Communiy Cenire and Hazehwood Child
Care Centre. An extensive range of community halls, community centres,
nelghibourhood, youth and chid care faciies are provided as part o tis
“The Community Development team also undertakes preventative infiatives
such as Midnight Basketball a project involving Counc,local youth
organisations, Rotary, community services and many volunteers) o provide
safe and healthy actvites 1o vuinerable young people, reducing antisocial,
risk taking behaviour and increasing wellbeing and positve engagement.
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i
e

Assets supporting this service
include:

+ 15 Publc Halls and meoting places.
including § communty cantres wity

accessoie ot facies.

‘Accassie facites—some of our

faciities incuding publictolets use

the MLAK key system—alowing.

people wih disabities 24 hours  day.

access

12 chid care buidings

3 pre school bukdngs

Blus Mountains Thaatre and

‘Communiy Hub—Springwood

%0t Gouncrs Tta Asset
Ve

Service: Community Development

weid?

KEY STRATEGIC RISKS

Risk MANAGEMENT STRATEGIES

"~ Reducad Siate and Faderal Goverment fnding 1o he vanarabi and
disadvantaged an the Commundy Sector wil mpact eatly on e
hesith and weilbsing of ths Blus Mourtains communty. Reduced fundng
1 the Caunci for communty devalopment. advocacy and preventative
programs has the potentia o mpact o the heatth and wellbeing of
vulnerable communty membars. The Counci wl have recuced abity o
‘oordinate and advoca for e deivery of outcomes for chidren and
famies youth, aged. Aborignal peopl. people wih disabiites and their
arers and other communty neads groups

+ Some communty facities do not adequalaly mest the curent needs and
requrements o the communty.

Medum and fow isk commnity bukings owned by the Counci have not
Yot bon assessad for possible asbestos contaminaton (ngh rsk
buldngs have bosn sssessed).

Contnus 1o acvocate 1o Staa and Faderal Government 10 marian
current lavelof funding o the Commurny Sector and Council and o have
the capacil to work i perinershp wih a dverse range of community
organsations and networks to coordinate and provde communty programs.
and projects that addross priry community needs.

Vit avaiatia resources. review the sulabiy offacities 1o meat srategic

requirements. Continue o advocate o Stte and Federal Goverments for
furding or new facilties o upgrades o exsting facites where requred.

Continue to maintain the asbestos egiter. labelbuidings n accordance
Wi the asbestos register, document procedures o deal with any additonal
scovary. maintan safe work method statements and tran relevant it
comply wth NSW Goverment asbestos poicy.

WHAT SERVICE LEVELS LOOK LIKE

POOR Example

\ Fair

B oo vy oot
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Service: Community Development
=7
KEY ACTIVITY 2: COMMUNITY BUILDINGS Sy

DESCRPTION IMPACT OF FUNDING OPTIONS ON SERVICE LEVELS AssereniGoon

The Counci provides a range of communiy faciies / buidings to supportts  Concion of Communiy Buildings are mosty fair and not expected to change a ot SR
Community Development servie provisin. This incudes commurity halls,  between the various funding scenarios over 10 years. Funding vl be put owards the

Senior ciizens cenires, mulipurpose communiy cenires incuding culural  renawa of soma buldings under Opiion 2 and th fenewal and upgrade of somo.

performing artsfacites, eighbourhood cenirs, youlh faciies, it care  budings i Opton 1 1 improve compliance, address faed companents and address

and pre-school buidings. These facilies provide essental frasiructure community need and rsk while ensuing best vale.

suppartig community well beng an sevice provison o the general Functonisless expsnsie o mprove and funding wl o lowards this and addressing

‘community and specialneeds groups costs rising faster than Pl and improved ssel management and planning

OPTION3 OPTION 2 OPTION 1
00 B E Senvice Levess Reouceo SeRvice LeveLs MANTANED Service Levess pRoveD

CURRENT CONDITION Conomon -10 Ye ProsecreD ‘Conormon - 10 YR ProsecTED Conpmon. 10 Yk Prosecren

CURRENT FUNCTION : Funcrion - 10 YR PRosecten Funcron - 10 YA Prosecreo

-2 v
A 4 & w W

CURRENT CAPACITY 5 Casaciry - 10 YR PRovecTED CaaciTy - 10 YR ProsecTED

h: C,\\MG[T;\yor
\ \\\ /,
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SBM 2025 Objectives
‘Community hoalth and well being are
and

Service: Sports & Recreation

- Recreation Facilities S

7 S
“We have safe, healthy environments in which people
| of all ages, abilities and socio-economic backgrounds
can live, work and play.”

Blus mountains communitios aro safe,
‘caring and inclusive.

Service Aims

Provide spor and recreation
opportunies that sut the Blue.
Mountains community to maintain a i,
active and social Hfestyle.

Provide sport and recreation facilties
that are safe, accessible and
appropriate, and suppor the Blue
Mountains tourism economy and
community festyle.

i mplement the delivery program actions for

Parks (including amentles)
— Sports Grounds (including amenties)

_

Sport & Recreation - Recreation

Facilities

o%

0% 40% 60% B0% 100%

[ Ve Sostis [ st [ Nctsatsied. [Z] %Dcrit know

“The Sport and Recreation Service provides a wide range of recreation
‘opportunites for the community and visitors including parks,
sportsgrounds, skate parks as well as clubhouses, playgrounds, public
toikts in parks, sporting amenity buildings, sports courts and dog
ofteash areas.

“These recreation faciltes are provided on land owned by the Counci o
Crown Land managed by the Council. Recreational planners and
maintenance crews manage and maintain recreational faciities to
support communiy health and welbeing

The Council has iitated a Sports Council with representatives from
Key sporting groups to inform decision-making on sport and recreation
facities. The use of sport and recreaion facilties is managed trough a
sportsground booking service and a nature based recreation and
tourism licensing system.
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Service:

AsSETS

Assets supporting this service
includ

+ 105 Parks

+ 72 sporing amentties, club houses.
and public tolet buldings plus.
approximately 75 shelters and sheds
across

+ 35 Playing Fields including & mini
felds) at 22 ocations

+ 6 Skate Parks

+ 66 Sports Courts

+ 54 play equipment settings.

ASSET VALUE $46,914,571

% of Council's Total Asset
Value

Sports & Recreation - Recreation Facilities

blue, f’/

KEY STRATEGIC RIsks

RISK MANAGEMENT STRATEGIES

‘Ongoing decine in general appearance of parks and reduced useablly
of assets withn them, due to nadequate funding of maintenance,
renewal and required upgrades. This wil also impact on health and well
being of park users.

Faling buit assets i park recreational areas could resul i rsk to users,

Public toile facities in some parks are either lacking o in poor condition
with some (speciically pt oiets and pump to sewer systems) polluting
the environment du to lack of maintenance resulting from inadequate
funding, vandalism or storm or bushiire events

Medium and low risk sport and recreation buldings have not been
‘assessed for possible asbestos contamination

Reduction i parks service provision as a resultof need 1o remove faiing

and unsafe play equipment, buldings, trees,fences etc. due to their
condition and inadequate funds to replace them following removal.

Continue 10 review parks and priorise expendiure (o ensure adequate
facilties in best valus locations

Priortise funding and resources for park maintenance and renewal 0 prority
parks

Remove deteriorated assets as required 1o reduce the isk to park users
Continue to inspect the condition of built assets in parks, prioritse:
maintenance and close facilties where required, within available resources;
Continue to respond to servicing and maintenance requirements of installed
pump-out o sewer systems, and continue to respond to any incidents that
arise from this system

Continue to implement upgradss to pt toiets, as identied by the 20132014
audit and priority isting

Continue to maintain the Councils asbestos register, and undertake required
inspactions, labelling and underlake work in Ine with Council work
procedures and NSW Goverment asbestos policy

Continue to moritor ndustry trends, and where appropriate develop and
implement work pracices to continue to increase effciencies and reduce
expenditurs within operational costs

As opportuniies arse, seek addiional funding for Sports and Recreation
assels from the Federal and State Goverments.

WHAT CONDITION LEVELS LOOK LIKE
POOR Example

) oot Very G [I] P ) oot VeryPoce
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Service: Aquatic & Leisure Centres
FUNDING OPTION 3 — SERVICE LEVELS REDUCED

e o seassomy

(OVERALL SERVICE PROVISION—FUNDING OPTION 3
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= Disposals. = Captal Upgrade/New @B Capital Renewal

= Operations —— Budgeted Expenditure
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=1 Disposals = Captal Upgrade/New 1 Cagita Renewal
== Maintenance = Operations, = Budgeted Expenditure

$300,000-

$250,000-

5200,000-

§ s1s0000]
si00000

$50,000-

2015 2016 2017 2019 2019 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 2030 2031 2032 2033 2034

Vear




image32.emf

image33.emf

image34.png
1]  Excellent  Noworkrequired (normal maintenance)
2|  Good Onlyminor maintenance work required
3| Average  Maintenance workrequired

4] Poor Renewal required

5]  Very Poor Urgentrenewaliupgrading required

Infrastructure Backlog Ratio 0.19
Infrastructure Backiog Ratio = Total Estimated Costto Bringto Satisfactory / Total Current Replacement Cost of infrastructure, buildings, other structures & depreciable land improvements
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Rating impact and special levy expenditure areas
Table 3-7 Impact of rating options on average rates on A: Residential, B: Business and C: Farmland
shows the annual and cumulative rating impact over the next four years.

It should be noted, that none of these funding options propose to fully address the infrastructure
backlog as the level of funding required is likely to be beyond the capacity of our community to pay.
The financial scenarios therefore offer the community the opportunity to determine the right
balance between how much they wish to pay for services through rating, against the extent to which
they wish the Council to implement its other financial strategies.

Table 3-7 Impact of rating options on average rates on A: Residential, B: Business and C: Farmland

. Total
[LINPACTON SVEn SoE 2014115 | 201516 | 201617 | 201718 | 2018119 [increase over
4 years
OPTION 1f{Annuatrate| $1,272 | $1,310 | s1438 | s1574 | s1,725
IMPROVING inensal $453 [40.4%
SERVICES reies $38 $126 s138 $151
OPTION 2:|Annual rate | $1,272 $1,310 $1,407 $1,511 $1,623
MAINTAINING Annual $351 [32.1%
SERVICES skt 538 $97 104 $112
OPTION 3 Annualrate| $1,272 | s1,266 | $1,304 | $1,343 | $1,383
REDUCNG $111 [12.6%
SERVICES Annual P p— pren pom 8%
(rate peg only) increase
[B: IMPACT ON AVERAGE Total increase|
e A 201415 | 201806 | 201617 | 201718 | 2018n9 [103 TOreRS
OPTION 1{Annualrate| 3071 | $3163 | s34es | s3799 | $4,164
IMPROVING Anmoal $1,003|40.4%
SERVICES s $92 $303 $333 $365
OPTION 2|Annualrate| ss,071 | 3163 | ssser | sseas | s3018
MAINTAINING yromero 847 [32.1%
SERVICES — $92 s234 251 s270
OPTION 3| Annuatrate| $3,071 | s3086 | s31a7 | s3242 | $3330
REDUCING P
SERVICES Annual 31 i pres o :
(rate peg only) increase
; Tofal
o MEACT ON AVERAGE 2014115 | 201516 | 201617 | 2017118 | 2018119 [increase over|
4 years
OPTION 1{Annuatrate| s2021 | s2081 | s22e1 | s2500 | 2,740
IMPROVING el 719 [40.4%
SERVICES ekl $60 $200 s219 $240
OPTION 2;|Annual rate |  $2,021 $2,081 $2,235 $2,401 $2,578
MAINTAINING ARl $557 [32.1%
SERVICES e $60 $154 $166 $177
QPTIoN 3| Annualrate| $2,021 | $2011 | s2071 | s2133 | s2197
REQUSING $176 [ 12.6%
SERVICES Annual 10 <50 . = L
(rate peg only) increase
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3.3 The Council's Proposed Options & Impact on
Service Delivery 2015-2019

The following outlines the options and service impacts in relation to the proposed special variation to
rates.

Option 1: Service Levels Improved
From 21% to 17% of infrastructure in poor condition by 2024, with targeted service improvement

Under this option the Environment Levy is reinstated in 2015-2016 and there are three additional rates
increases of 9.6% each (including rate peg). This results in a cumulative rate increase of 40.4% over four
years (or 27.8% above rate peg), and an additional $98.5 million in revenue by 2023-2024. Current
service levels are retained with some targeted improvements. Improvements in the condition of built and
natural assets will be targeted to reduce long-term costs.

Option 2: Service Levels Maintained
Maintaining at 21% poor infrastructure by 2024, no service improvement

Under this option the Environment Levy is reinstated in 2015-2016 and there are three additional rates
increases of 7.4% each (including rate peg). This results in a cumulative rate increase of 32.1% over four
years (or 19.5% above rate peg), and an additional $70 million in revenue by 2023-2024. Current service
levels are generally retained and there will be a reduction in the rate of deterioration of built and natural
assets,

Option 3: Service Levels Reduced
Infrastructure in poor condition increases from 21% to 37% by 2024

Under this option there is no special variation to rates in 2015-2016 and rates increase by rate peg only
(estimated at 3% per annum). The current Environment Levy expires in June 2015 and is not renewed,
resulting in a loss of $17 million in revenue by 2023-2024. Council service levels are reduced and
rebalanced to manage priority risks, however significant deterioration in the condition of built and natural
assets is expected. This may include the forced closure or removal of facilities if deemed unsafe.

Summary of Impacts of Options on Services

IMPACT ON: Option 1 Option 2 Option 3
SERVICE LEVELS IMPROVED | SERVICE LEVELS SERVICE LEVELS REDUCED
MAINTAINED
Service levels Current service levels are Current service levels are Service levels reduced and

retained with some targeted
improvements

Improvement in condition of
our natural and built assets is
targeted to reduce long-term
costs

generally retained

Reduction in the rate of
deterioration of our built and
natural assats

rebalanced to address priority
risks

Significant deterioration in
condition of our built and natural
assets

Forced closure/removal of
faclities if unsafe

Environment Levy

Environment Levy is retained
permanently

Environment Levy is retained
permanently

Envitonment Levy expires June
2015 and s ot renewed

Revenue

Additional $28M by 2018-19

These funds willremain
permanently in the fate base

Additional $21M by 2018-19

These funds will remain
permanently in the rate base

Loss of §7M by 2018-19 due to
expifing Environment Levy
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The Council's Proposed Options and Impact on Rates
The following information presents the impact of three different options on rates,

Annual Percentage Rate Increases (including estimated rate peg of 3.0%)
2015116 2016017 201718 201819

OFTION 1 . " 96%
SERVICE LEVELS IMPROVED L 25% 285, a5t
OFTION 2 " 74% " 7.4%
SERVICE LEVELS MAINTANED n% 7% % 7%
OPTION 3

SERVICE LEVELS REDUCED 30%* 30% 30% 30%
rate peg only)

Ratepayers would experience lesser increases in 2015-2016 than shovn in this table, due (o the effect of the

Environment Levy already being a part of 2014-2015 rates. Under Options 1 and 2 the Environment Levy is

reinstated, resulting in an actual increase of 3.0% for 2015-2016, while under Option 3 the Environment Levy is not
renewed, resulting in a slight reduction in rates of approximately 0.5% for 2015-2016,

How Will This Affect Ratepayers Financially? - Residential Rates

Total | Average
increase | Weekly
AVERAGE RESIDENTIAL RATES | 2014/15 | 2015/16 | 2016/17 | 2017718 | 201819 [ 'emse | [Heakly
years
OFTION 1 Annvatrate [ $1,272 [ s1310 | s1436 | 91574 [ g1725
IMPROVING SERVICE [—mee $453 $218
LEVELS Wi $38 $126 $138 $151
increase
OPTION 2 Annvatrate [ $1,272 | s1310 | s1407 | 1810 [ g1623
SERVICE LEVELS Aonual §351 $169
MAINTANED e 38 597 §104 112
increase
OPTION 3
S s Annualrate [ $1,272 [ 1,266 | s1304 [ 91343 [ 91383
< - 11 053
REDUCED Annual 5 3 39 40
rate peq only) increase 538 § $40
How Will This Affect Ratepayers Finandially? - Business Rates
Total | Average
increase | Weekly
AVERAGE BUSINESS RATES | 2014/15 | 2015/16 | 2016/17 | 201718 | 201819 [ 'hrease | ekl
years
OPTION 1 Annualrate [ 33071 | 53163 | 53486 | 33799 | s4164
SERVICE LEVELS e 1,093 3525
IMPROVED ol $92 5303 333 5365
OPTION 2. annualrate | 53071 | $3.063 | $3397 | s3eee | 3018
SERVICE LEVELS e 1847 5407
MAINTANED il 592 9234 $251 270
OPTION 3
TR e Annvalrate [ 53071 | 53056 | 83047 | 93242 [ 93339
REDUCED 9268 129
0L Annual § - .
(rate peg only) increase i) i i
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