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1 Introduction

IPART will assess each application against the criteria set out in the Office of Local Government’s
(OLG) Guidelines for the preparation of an application for a special variation to general income (the
Guidelines). Councils should refer to these Guidelines before completing this application form.

Each council must complete this Part B application form when applying for a special variation to
general income either under section 508(2) or section 508A of the Local Government Act 1993
(NSW).

In addition, councils must complete the Part B form with the Part A (spreadsheet) form for both
section 508(2) or section 508A applications. The Guidelines also require the council to have resolved
to apply for a special variation. You must attach a copy of the council’s resolution. IPART’s
assessment of the application cannot commence without it.

If the proposed special variation includes increasing minimum rates above the statutory limit in the
same rating year/s, the council may submit a combined special variation and minimum rate
application (see Chapter 5 for circumstances where a combined application may be submitted).
However, this must be clearly identified and addressed in the special variation application. A
separate Minimum Rate application form (Part A and Part B) will need to be submitted where a
council proposes increases to its minimum rates above the statutory limit for the first time, without
increasing other ordinary rates in the same rating year. Councils are encouraged to discuss their
proposed application with IPART as soon as possible.

As outlined in the Guidelines, new councils created in 2016 (apart from Mid-Coast Council) will be
ineligible for special variations for the 2019-20 rating year.

1.1 Completing the application form

This form is structured to provide guidance on the information we consider is necessary for us to
assess a special variation application. To complete the form, the council will need to respond to
guestions and insert text in the boxed area following each section or sub-section.

The amount of information that a council provides will be a matter of judgement for the council, but it
should be sufficient for us to make an evidence-based assessment of the application. Generally, the
extent of the evidence should reflect the size of the variation sought. More complex applications or
requests for a high cumulative percentage increase should be supported by stronger, more extensive
evidence.
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https://www.olg.nsw.gov.au/sites/default/files/OLG%20-%20Special%20Variation%20Guidelines_3.pdf

Councils may submit additional supporting documents as attachments to the application (refer to
section 8). These attachments should be clearly cross-referenced in Part B. We prefer to receive
relevant extracts rather than complete publications, unless the complete publication is relevant to the
criteria. If you provide complete documents when only an extract is relevant, we may ask you to
resubmit the extract only. (You should provide details of how we can access the complete publication
should this be necessary.)

We publish videos and fact sheets on how IPART assesses special variations and on the nature of
community engagement for special variation applications. These will assist in preparing the
application. The latest videos and fact sheets on these topics are available on IPART’s website.

We may ask for additional information to assist us in making our assessment. If this is necessary, we
will contact the nominated council officer.

This application form consists of:

¥ Section 2 — Preliminaries

¥ Section 3 — Assessment criterion 1
¥ Section 4 — Assessment criterion 2
¥ Section 5 — Assessment criterion 3
¥ Section 6 — Assessment criterion 4
¥ Section 7 — Assessment criterion 5
¥ Section 8 — List of attachments

¥ Section 9 — Certification.

1.2 Notification and submission of the special variation application

Notification of intention to apply

Councils intending to submit an application under either section 508(2) or section 508A should have
notified us of their intention to apply, via the Council Portal, by Friday 30 November 2018.

Any councils that did not notify but intend to apply for a special variation for 2019-20 should
contact us as soon as possible.

Online submission of applications

All councils intending to apply for a minimum rate increase must use the Council Portal on IPART’s
website to register as an applicant council and to submit an application.

You are required to submit the application, via the Council Portal, by Monday
11 February 2019.

The User Guide for the Portal will assist you with the registration and online submission process. If
you experience difficulties please contact:

¥ Arsh Suri - Arsh_Suri@ipart.nsw.gov.au or 02 9113 7730
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File size limits apply on the Council Portal to each part of the application. For this Part B application
form the limit is 10MB. The limit for supporting documents is 50MB for public documents and 50MB
for confidential documents. We generally request supporting documents of the same type to be
combined and most supporting document categories have a maximum number of 5 documents
allowed. These file limits should be sufficient for your application. Please contact us if they are not.

We will post all applications (excluding confidential content) on the IPART website. Confidential
content may include part of a document that discloses the personal identity or other personal
information pertaining to a member of the public or whole documents such as a council working
document and/or a document that includes commercial-in-confidence content. Councils should ensure
that documents provided to IPART are redacted so that they do not expose confidential content.

Councils should also post their application on their own website for the community to access.
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2 Preliminaries

21 Focus on Integrated Planning and Reporting

Councils must identify the need for a proposed special variation to their General Fund’s rates revenue
as part of their Integrated Planning and Reporting (IP&R) process. The IP&R documents will need to
be publicly exhibited and adopted by the council prior to submitting an application to us. Also refer to
section 6 for a more detailed explanation.

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. You should refer to
these documents to support your application for a special variation where appropriate.

2.2 Key purpose of special variation

At the highest level, indicate the key purpose(s) of the proposed special variation by marking one or
more of the boxes below with an “x”. The purpose should be directly related to the special variation
being sought and should be further detailed in the sections below.

Maintain existing services

Enhance financial sustainability
Environmental services or works
Infrastructure maintenance / renewal
Reduce infrastructure backlogs

New infrastructure investment

OO0OXKXORXK

Other (specify)

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.

The proposed Special Rate Variation is an important step to help maintain and manage our
current assets to ensure that we deliver services in line with community expectations and
achieve financially sustainability into the future.

Like many other NSW Councils, our roads, footpaths, buildings, drainage and other
community assets are ageing and need to be renewed or upgraded. We know that our
community places a high value on these assets, in particular our road network. Our assets in
their current state are continually deteriorating and need costly maintenance. To improve our
public assets we need to spend more money on maintaining and renewing these assets to
ensure that they meet the needs of our community. The additional expenditure will also
enable Council to meet the OLG asset renewal and maintenance benchmarks over the term
of the Long Term Financial Plan (LTFP).
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On 3 July 2009, the Minister for Local Government approved a special variation to ordinary
rates of 4.77% to be used for infrastructure improvements. This special rate was approved
for 10 years to 30 June 2019. In the 2017/18 year, the existing special variation provided
$451,365 of funding for transport and building infrastructure renewal.

In 2014, the NSW State Government initiated its ‘Fit for the Future’ (FFTF) local government
reform program that required all NSW councils to submit a proposal demonstrating plans to
achieve long term financial sustainability and meet seven asset and financial benchmarks.

As a part of our ‘Fit for the Future’ process we reviewed the condition of our assets and
detailed long term financial modelling. We currently spend around $19 million on the
maintenance and renewal of community assets each year; however, we have a funding gap
and need to invest an additional $1.1 million per year. This additional investment will ensure
that the number of assets in poor condition does not continue to grow.

On 6 December 2016, Council received a ‘Notice of intention’ to issue a Performance
Improvement Order to Lithgow City Council under Section 438A of the Local Government Act
1993 from the, then Minister for Local Government, the Hon. Paul Toole, MP. The Minister
identified a number of reasons for issuing the Notice including:

° Failure by Council to follow the principles of sound financial management with respect
to ensuring that Council's forecast spending is responsible, sustainable, aligning
general revenue and expenses.

° Reporting of annual deficits in the financial statements over the past five financial
years.

o Consistently forecasted deficits in Council’'s LTFP for the next ten years until 2024-25.

o Council's FFTF reassessment proposal forecast to meet the financial sustainability
criteria relied heavily on two proposed SRV’s.

o Council did not have a documented strategy to meet its forecast operating
performance ratio to ensure its long term financial sustainability did not include a SRV.

o Council did not provide substantive evidence of strategies implemented since the
IPART review to move Council towards long term financial sustainability.

o The financial sustainability ratios forecast in Council's FFTF reassessment submission
(General Fund) did not align with the ratios forecast in Council's LTFP (Consolidated
Fund).

In response, Council engaged the services of specialist consultants, Morrison Low to

develop a Performance Improvement Plan that would position Council for a sustainable

future by:

o Reviewing and developing Council's LTFP to incorporate a Fit for the Future
Improvement Plan and strategies.

o Reviewing Council’'s Asset Management Plan and Financial Statements Assets
Special Schedule 7.

o Preparing a Financial Management Maturity Assessment to understand Council’'s
Financial Management Maturity Status and developing an Improvement Plan with
specific priority actions.

The improvement work was completed as part of Council’'s Integrated Planning and
Reporting Framework (IPR) and the actions identified support the following objective in
the Community Strategic Plan 2030:

o GL2 — Moving towards a sustainable Council.

Strategies identified in the Fit for the Future Improvement Plan are included in
Council's Supplementary 2018/19 Operational Plan. In addition to this, the following
actions have commenced to improve service delivery, cut costs and reduce reliance on
rates revenue:
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Implementation of a range of initiatives to generate operational efficiencies.

Review of the 2018/19 fees and charges to optimise revenue.

Service reviews to determine affordable levels of service (commenced in 2018/19).
Implementation of asset management and financial management improvement
plans.

e Applications for grants and seeking corporate sponsorship.

The 2017-2027 LTFP developed by Morrison Low identified the need for a new permanent
SRV to commence upon the expiry of the existing SRV on 1 July 2019 (2017 LTFP Scenario
3). The 2019-2029 LTFP Scenario 3 reiterated the need for a continuing SRV.

The options considered in both the 2017-2027 and 2019-2029 Long Term Financial Plans
were:

e Scenario 1 — Base case

The base case represents the continuation of ‘as is’ without applying a range of
improvement strategies and without the addition of extra asset renewal expenditure to
ensure the FFTF asset ratios are achieved. This includes the loss of revenue when the
existing SRV for an infrastructure levy ceases in 2019.

e Scenario 2 — Base case with improvements

This takes the base case and adjusts the financial projections based on a number of
improvement opportunities that have been identified. With the improvements proposed,
Council is able to meet the operating performance ratio for the consolidated entity under this
scenario but does not have sufficient funds for required asset renewal nor to clear the
infrastructure backlog. This means that Council is not Fit for the Future in Scenario 2.

e Scenario 3 — Sustainable assets

This takes the revised financial projections in Scenario 2 but also provided for a new SRV of
9% in 2019/20. This represents the continuation of the existing 4.77% SRV when it ceases,
on the assumption that a new permanent SRV of the same amount will be applied for and
approved commencing in 2019/20. It also includes an additional 4.23% above the current
rates charged to residents to provide extra financial capacity so that Council is able to meet
the financial sustainability ratios. Scenario 3 also includes significant, additional, asset
renewal expenditure over ten years (funded from operating surpluses) to ensure that the
asset benchmarks are met or trending toward meeting the ratios during the term of the LTFP
for the general fund.

This scenario enables Council to become financially sustainable.

The 2017-2021 Long Term Financial Plan developed by Morrison Low was adopted for
exhibition as part of Council's Integrated Planning and Reporting Framework at the Extra
Ordinary Meeting held on 15 May 2017. On page 10 of the report to Council it was noted
that:

“The Long Term Financial Plan indicates that in order for Council to remain sustainable, it
will be necessary to seek a Special Rate Variation (SRV) following cessation of the current
SRV in 2019.”

At the 23 April 2018 meeting, Council resolved to “confirm Long Term Financial Plan
Scenario 3 as its preferred option for financial sustainability and notify the Independent
Pricing and Regulatory Authority (IPART) of its intention to prepare an Application for a
Special Variation” (Minute No. 18-96).

At the 26 November 2018 meeting, Council resolved to “notify the NSW Independent
Regulatory and Pricing Tribunal of its intention to lodge an application under Section 508(2)
of the NSW Local Government Act for a permanent 9% increase in 2019/20 (to replace the
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expiring 4.77% Special Rate Variation in 2019/20) for the primary purposes (based on
IPART categories) of:

a. Improvements in financial sustainability; and

b. Reduction in backlogs for asset maintenance and renewal.” (Minute No. 18-96).

At the 26 November 2018 meeting, the Council also resolved to place updated IP&R
documents on public exhibition.

At the Extra Ordinary meeting held on 29 January 2019, council resolved (Minute No. 19-03)
THAT Council:

1. Acknowledge the feedback received from the community during the community
engagement and public exhibition process and provide this to the NSW Independent
Regulatory and Pricing Tribunal (IPART) as part of the Special Rate Variation
application by Lithgow City Council.

2. Adopt the following Integrated Planning and Reporting Framework documents that
include the permanent Special Rate Variation Scenario - Maintain the current SRV +
rate peg + one-off (permanent) 4.23% SRV:

a. Supplementary Combined 2017-21 Delivery Program and 2018/19
Operational Plan

b. Supplementary 2017-21 Workforce Plan
c. 2019-2029 Long Term Financial Plan
d. 2019-2019 Asset Management Strategy

3. Make application to the NSW Independent Regulatory and Independent Pricing
Tribunal for the Scenario - Maintain the current SRV + rate peg + one-off
(permanent) 4.23% SRV under section 508 (2) of the NSW Local Government Act —
being an increase in a single year commencing in 2019/20 for the specific purposes

of:
a. Maintaining existing services
b. Enhancing financial sustainability
c. Infrastructure maintenance/renewal

d. Reduce infrastructure backlogs.

2.3 Existing s508A multi-year special variation

You should complete this section if the council has an existing s508A multi-year special variation
instrument that will continue to apply in the period for which the council is seeking further changes to
its general income.

If IPART decides to approve an increase to the council's general income in response to this
application, it will vary the existing s508A multi-year special variation instrument. Therefore, by
completing this application form and seeking a further change to your revenue path, you are in effect
applying for a variation to that instrument.
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When addressing the assessment criteria in the remainder of this application form, please take care to
be clear about whether the information you are providing is in relation to the incremental increase
being sought by the council or the total cumulative increase that may be reflected in a varied
instrument (this would include the aspects of the application that have previously been approved by
IPART).

Does the council have a s508A multi-year special variation instrument that will Yes[ ] No[X
continue to apply in the period for which the council is seeking further increases to

its general income

If Yes:

a) Over what period does the existing instrument apply? From to

b) What are the approved percentages for each year of the existing instrument?

c) Briefly describe any significant changes of relevance since you submitted the application for the
existing instrument.

N/A

2.4 Capital expenditure review

You should complete this section if the council intends to undertake 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 Yes[] No[X
expenditure review in accordance with OLG Circular to Councils,
Circular No 10-34 dated 20 December 2010

If Yes, has a review been done and submitted to OLG? Yes[] No[X
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Assessment Criterion 1: Need for the variation

Criterion 1 in 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, in particular its Delivery Program, Long Term Financial Plan and Asset Management
Plan where appropriate. In establishing need for the special variation, the relevant IP&R
documents should canvass alternatives to the rate rise. In demonstrating this need councils must
indicate the financial impact in their Long Term Financial Plan applying the following two
scenarios:

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

e Special variation scenario — the result of implementing the special variation in full is shown and
reflected in the General Fund revenue forecast with the additional expenditure levels intended
to be funded by the special variation.

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

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

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, as well

as alternative funding options (to a rates rise).

The criterion states that the need for the proposed special variation must be identified and clearly
articulated in the council’'s IP&R documents especially the Long Term Financial Plan and the Delivery
Program, and, where appropriate, the Asset Management Plan. The purpose of the proposed special

variation should also be consistent with the priorities of the Community Strategic Plan.

3.1 Case for special variation — community need

In its application, the council should summarise and explain:

v

How it 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 proposed 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 loan
borrowings, or private public partnerships or joint ventures.
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¥ How the proposed special variation impacts the Long Term Financial Plan forecasts for the
General Fund and how this relates to the need the council identified. Our assessment will also
consider the assumptions which underpin the council’s Long Term Financial Plan 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.

Community Needs

2016 Community Satisfaction Survey

In April 2016, Council engaged Micromex Consulting to undertake a community survey to identify the
community’s needs and desires in relation to service delivery and asset maintenance and their
satisfaction with Council.

A random telephone survey of the Lithgow community to measure their satisfaction with Council
service levels was conducted with 407 resident interviews completed providing a representative
sample of the community. Survey respondents were asked a series of questions to identify:
e Satisfaction with Council’s performance overall;
Drivers of community satisfaction;
Importance and satisfaction with Council provided services and facilities;
Relative importance of Council provided services and facilities; and
Satisfaction with customer service levels from Council staff.

The survey found that 24% of residents felt that there should be more
“consultation/interactions/transparency with the community”. The Community Strategic Plan 2030
acknowledges the community’s concerns and in response, under the Key Theme Responsible
Governance and Civic Leadership has developed the Strategic Direction — GL1 — Our Council Works
with the Community. This is supported by Delivery Program Action GL1.1 — Our community is
involved in the planning and decision making processes of Council. Ensuring that “new plans and
strategies are developed in line with the community’s needs” is a measure of this Strategic Direction
in the Community Strategic Plan.

The survey explored resident responses to 67 Service areas provided by Council.

Key findings from this survey

As with many regional LGAs, there are concerns about the current and future opportunities in regard
to local employment, as well as attracting new business to the area.

There are also concerns around renewing and maintaining the local infrastructure, the management
and process of development, as well as the provision of community facilities for residents.

Overall, 83% of residents were at least ‘somewhat satisfied’ with Council’'s performance. This is in line
with the NSW category benchmark. Significantly, residents living in the ‘Rural North’ region were
palpably less satisfied with the overall performance of the Council.

Council is providing at least a moderate level of satisfaction for 56 out of the 67 services areas.

The top 5 drivers of overall satisfaction account for just under 20% of overall satisfaction. These
drivers included encouraging local business, town roads, community consultation, Council
responsiveness, and the provision of community festivals and events.
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The key challenges mentioned were:
e Generating local employment opportunities
e Encouraging new business to the area
e Improving/maintaining local infrastructure, i.e. roads, public transport.

A review of the largest performance gaps identified that all of the services or facilities have been rated
as ‘very high’ to ‘extremely high’ in importance. Resident satisfaction for all of these areas is between
2.56 and 2.91, which indicates that resident satisfaction for these measures is ‘moderately low’.

Ranking Service/ Facility Impﬁé:'::]nce Sati’afee::ntion Perfcg;r;)ance
1 Encouraging local industry and business 4.81 2.56 2.25
2 Facilities and services for youth 4.49 2.77 1.72
8 Council responsiveness to community needs 4.56 2.85 1.71
4 Managing commercial development 4.39 2.75 1.64
5 Rural roads 4.24 2.62 1.62
6 Consultation with the community by Council 4.47 291 1.56
7 Town roads 4.46 2.91 1.55
8 Development approvals process 4.20 2.75 1.45

The table below indicates that ‘Transport Infrastructure’ (town roads, bridges, culverts, and crossings,
bus shelters) and Council responsiveness to community needs are among the top 17 indicators which
contribute to over 50% of overall satisfaction with Council.
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These Top 17 Indicators Contribute to Over 50% of
Overall Satisfaction with Council

Encouraging local industry and business 4.1%

Town roads 4.1%

Consultation with the community by Council

3.9%

Festivals & Event Management 3.6%
Council responsiveness to community needs I 3.4%
Management of landfill I 3.3%
Information on Council services I 3.2%
Administration Centre I 3.1%
Provision of street lighting I 3.0%
Shop Local programs I 2.7%
Council operates in an environmentally friendly way N 2.6%
Bridges, culverts, and crossings I 2.4%
Managing residential development N 2.4%
Managing the impact of visitors to the area IS 2.3%
Facilities and services for youth N 2.2%
Street cafe culture  INIIEEEGEGEGEGEE—_—_———— 2.1%
Bus shelters I 2.1%

0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 6.0% 7.0%

2018 Asset Management Study Survey
In 2018 Council conducted further community consultation in order to identify and inform their long-
term management/resourcing strategies for the assets of the LGA.

Specifically the research quantitatively explored:
e Relative priority and satisfaction of key community assets.
e The level of investment residents believe should be dedicated to different community assets,
both before and after receiving an information pack.
e Understanding support for Council’s funding position in regards to key asset areas.
e Identifying any community endorsed revenue options for Council to explore in order to
address funding requirements.

The Asset Management Study consisted of a three stage methodology:
e Stage 1: Initial recruitment of 631 Lithgow LGA residents selected by means of a computer
based random selection process using Sample Pages, collection of several ‘pre’ measures.
e Stage 2: Mail-out by Council of an information pack explaining the various asset management
options.
e Stage 3: Recontact telephone interviews with 401 of the initial 631, collection of numerous
‘post’ measures.
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Dashboard of Key Findings
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e Overall satisfaction with the performance of Council (pre-info pack): 66% at least somewhat

satisfied.

e Overall satisfaction with the performance of Council (post-info pack): 76% at least somewhat

satisfied.

e Satisfaction with the quality of community assets: 80% at least somewhat satisfied.
e Satisfaction with the community consultation: 91% at least somewhat satisfied.

The level of investment that residents believe Council should be dedicating to 6 of the 10 community
assets significantly differed after reading the information pack. Residents were significantly more likely
to state that there should be more investment in the recontact survey for ‘stormwater drainage’, ‘rural
roads — unsealed’ and ‘bridges’, but significantly less likely to state there should be more investment
in the ‘water network’, ‘footpaths’ and ‘playgrounds and parks’.
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Transport

Urban stormwater drainage

Buildings and public amenitites

0% 20% 40% 60% 80% 100%
Somewhat supportive = Supportive ®mVery supportive

Overall, residents are supportive of investment increasing for all 3 types of services/facilities, though
support was highest for ‘transport’, with 91% of residents being at least ‘somewhat supportive

Local roads - urban sealed [[INNEGNGEGENGEEE oo %
Local roads - rural sealed [N 1%
water network [N 76%
Footpaths [ 75%
stormwater drainage [ NG 6%
Playgrounds and parks [ NG 53%
sewerage network [N G3%
community buildings [ INNNENG 6%
Rural roads - unsealed [N 5%
Bridges [ INEEEEEGNN 22%
0% 25% 50% 75% 100%
‘Local roads- urban sealed’ were the council asset which the largest proportion of residents consider

to be a priority (92%), followed by ‘local roads- rural sealed’ (81%). ‘Bridges’ was the council asset the
lowest proportion of residents stated was a priority for them (42%).

Community expectation is that Council will continue to deliver a broad range of services including:
* parks, sports grounds, playgrounds and community halls;
* libraries, arts and culture;
e community development services for children, youth, older people, people living with a disability
and Aboriginal and Torres Strait Islander People;
* public and environmental health;
e environmental sustainability projects and invasive species management;
e transport services including roads, footpaths, car parks, road safety and traffic facilities;
* husiness development, events and tourism;
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* development services, such as development applications and certification;
* land use and natural environmental planning;

e stormwater and flood management;

° emergency management;

e community and council strategic planning; and

e executive, communication and support service

This is further supported by the Community Submissions received in response to the SRV. Of the ‘32
written submissions (28 were received by the due date of 11 January 2019 and 5 were received
following the due date) received in response to the proposed SRV, most provided a list of requests for
services/issues/complaints that they felt were needed to be addressed in the Lithgow LGA.

The cost of providing all of these services raises challenges around service delivery and the potential
cost of the delivery of those services. However, in response to community need under the key theme
“Developing our Built Environment” in the Community Strategic Plan 2030 Council acknowledges the
importance of maintaining community assets. The Community Strategic Plan, strategic direction —
BE1 — Our built environment blends with the natural and cultural environment is supported by Delivery
Program Action BE1.4 — Match infrastructure with development. Council notes that the benefits of
ensuring we match infrastructure with development are:

e Commercial and industrial buildings meet the needs of the community and service Council
operations.

e Increased satisfaction with service levels for road maintenance and development.

This will be measured by the number of commercial premises occupied and length of sealed and
unsealed roads.

. I -
improvements which will result in... 0
Selling off community assets such as land _ 80
and buildings that are not required to... 0
Increasing Council service charges and
p I o
ees
Increasing business, residential and _ 31%
farmland rates 0

Reducing service levels across community _ 26
services such as public libraries,... 0

other [ 5%

None of these I 1%

0% 25% 50% 75% 100%

The surveys show that community expectation is for Council to be “responsive to community needs”
however, 92% of residents would support Council identifying additional organisational improvements
that result in efficiencies, and 80% would support selling off community assets. Balancing community
expectation and demand whilst delivering organisational improvement and efficiencies is a challenge
for Council.

52% of residents already accept that they need to pay directly (via rates: 31%) or indirectly (via

service charges and fees: 38%) to allow council to meet these funding requirements in order to
improve the quality of community assets.
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Long Term Financial Plan
(Pages 4-6)

Lithgow City Council has a strong balance sheet, however, Council has not been able to generate an
operating surplus in the base case Scenario 1. Therefore, action is required to ensure that Council
can demonstrate that it is financially sustainable. We have seen significant increases in the
depreciation expense due to asset revaluations and we have now found that some of the assumptions
used and the way some expenditure has been classified in the past has tended to overstate our
operating costs and thereby overstate the size of our annual operating deficits.

Due to projected constraints on revenue generation, Council continually strives to achieve efficiencies
and find better ways to do things. Part of the FFTF process was the identification of a number of
improvement opportunities and many of these have been actioned including savings generated on our
litter bin collections, cleaning, electricity costs and insurance. These were all achieved by changing
the way we do things and by reviewing the level of deductibles on insurance policies.

We have also identified that some asset renewal expenditure has been incorrectly charged as an
operating expense in previous years (again overstating our annual operating expenditure). The cost
and budget for this has now been moved into our capital expenditure budgets in Scenario 2, thereby
providing a further improvement to our actual starting position.

While these actions are of significant benefit to the operating position and therefore to the Operating
Performance Ratio, these measures alone do not make Council sustainable in the medium to long
term under Scenario 2 (Improvements).

The third of our scenarios referred to as the Sustainable Assets Scenario, locks in further
improvements and also identifies the need to reapply for a special rate variation (SRV) when the
existing 4.77% SRV for infrastructure expires in 2019. If Council is successful in an application for a
new permanent SRV of 9% plus the rate peg of 2.7% (11.7% in total for 2019/20) in 2019/20, the
proposed improvement measures in this plan will enable Council to be financially sustainable and to
meet all of the FFTF ratios over the term of this LTFP. The proposed SRV represents the continuation
of the existing 4.77% SRV together with a further 4.23% (9% plus the 2.7% rate peg in 2019/20) to
ensure Council becomes sustainable by meeting all of the fit for the future benchmarks by the end of
the LTFP period. Council will continue to consider further measures to improve the financial situation
and reduce the reliance on future SRV applications.

What scenarios have we modelled?

Council considered a range of options and settled on three scenarios or options. The options
considered in developing this LTFP were:

Scenario 1 — Base case

This is the base case and represents the continuation of ‘as is’ without applying a range of
improvement strategies and without the addition of extra asset renewal expenditure to ensure the
FFTF asset ratios are achieved. This includes the loss of revenue when the existing SRV for an
infrastructure levy ceases in June 2019.
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Scenario 2 — Base case with improvements

This takes the base case and adjusts the financial projections based on a number of improvement
opportunities that have been identified. With the improvements proposed, Council is able to meet the
operating performance ratio for the consolidated entity under this scenario but does not have
sufficient funds for asset renewal nor to clear the infrastructure backlog. This means that Council is
not ‘Fit for the Future’ in Scenario 2.

Scenario 3 — Sustainable assets

This takes the revised financial projections in Scenario 2 but also provided for a new SRV of 9% in
2019/20 plus the 2.7% rate peg. This represents the continuation of the existing 4.77% SRV
(Infrastructure Levy) when it ceases on the assumption that a new permanent SRV of the same
amount will be applied for and approved commencing in 2019/20. It also includes an additional 4.23%
above the current rates charged to residents to provide extra financial capacity so that Council is able
to meet the financial sustainability ratios. Scenario 3 also includes significant, additional, asset
renewal expenditure over ten years to ensure that the asset benchmarks are met or trending toward
meeting the ratios during the term of the LTFP for the general fund.

This scenario enables Council to become financially sustainable.

What is the recommended approach and why?

The preferred scenario is that Council seeks a further SRV of 9% when the existing SRV for
infrastructure improvements expires in 2019 (Scenario 3). The new SRV in 2019/20 will mean an
additional increase of 4.23% for ratepayers at that time. This, when combined with the other
improvement measures included in Scenario 2, enables Council to operate with a surplus which
provides additional cash resources to help fund extra infrastructure renewals. This enables Council to
meet all seven FFTF benchmarks. These results make the Council fit" under the existing guidelines.

Council will continue to operate largely within its existing funding levels and implement a number of
improvement initiatives, including service reviews, to ensure that ratepayers receive the appropriate
level of service and that the services are provided in an efficient and cost effective manner.

To minimise its reliance on SRV revenue, the Council initiated a thorough annual review of fees and
charges from the 2018/19 year to ensure that the complete costs of providing services are recovered,
as appropriate.

Council’s policy on loan borrowing is summarised in the LTFP — “The Council’s policy is that the use
of debt (borrowings) is appropriate to fund the cost of major new community assets or to smooth the
cost of major asset renewals. However, any minor asset acquisitions and a normal level of asset
renewals (up to the level of the annual depreciation charge) should be funded out of operating
revenues.” Council's borrowing capacity (determined as its ability to service debt within the OLG debt
ratios) during the term of the LTFP is consumed by necessary water and sewer infrastructure projects
which impact the Council’'s consolidated financial position and debt performance measures.

The proposed special variation impacts the Long Term Financial Plan forecasts for the General Fund
by improving the Council’s financial position to meet the all of OLG financial performance indicators
over the term of the LTFP. The improvement to the General Fund will permit Council to meet the
identified needs of the community.
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While Scenario 3 does mean that Council will seek another SRV of 9% in 2019/20, the actual impact
on ratepayers beyond the forecast rate cap increase is only 4.23%. Instead of a reduction in rates
when the ten year infrastructure levy is removed, 2019/20 ratepayers will receive the normal rate peg
increase plus a further 4.23% increase in that year.

Scenario 3 places Council in a sound cash position with ongoing capacity to fund asset renewals.

The impact of the proposed SRV is outlined in part A of the application. A summary is provided
below:

Scenario 3 (Sustainable Assets) — General Fund

Capital Expenditure 2020 Budget 2021 Budget | 2022 Budget | 2023 Budget 2024 Budget | 2025Budget | 2026 Budget § 2027 Budget 2028 Budget 2029 Budget

Building and Infrastructure ($000°s)

New Assets

1,241 209 214 219 273 218 233 239 214 219

Asset Renewals 11,816 12,102 10,844 12,102 11,121 11,632 12,226 11,467 11,653 12,782
Other Assets (S000°s)
A EILETEE 2,297 362 258 204 1,151 297 apa a0 437 a4
Asset Renewals 691 603 717 630 745 660 775 690 775 711
UE 16,045 13,276 12,243 13,245 13,240 12,817 13,638 12,836 13,099 14,196

3.2 Financial sustainability

The proposed special variation may be intended to improve the council’s underlying financial position
for the General Fund, or to fund specific projects or programs of expenditure, or a combination of the
two. We will consider evidence about the council’s current and future financial sustainability and the
assumptions it has made in coming to a view on its financial sustainability.

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, NSW Treasury
Corporation). Indicate how such assessments of the council’s financial sustainability are relevant
to supporting the decision to apply for a special variation.

¥ The council’s view of the impact of the proposed special variation on its financial sustainability.
NSW Treasury Corp (TCorp)

In 2013, the NSW Government engaged NSW Treasury Corp (TCorp) to undertake a financial
capacity and sustainability review of all NSW Councils. The review considered the councils’ financial
performance against a range of benchmarks, looking at Councils’ borrowing capacity and their
financial sustainability. To be considered financially sustainable, councils had to show that they had
sufficient revenue to deliver the level of services that the communities expect. The outcome was that
each council was provided with a Financial Sustainability Rating (FSR) and financial outlook.

Council was assessed by TCorp as having a sound financial sustainability rating with a negative
outlook. Since this time Council has made submissions and has received assessments under the Fit
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for the Future (FFTF) process. These assessments have stated that Council is ‘not fit' based on the
fact that the financial projections were dependent on applications for special rate variations, and the
fact that Council's consolidated operating performance ratio would be negative in 2020/21. Concern
was also raised at that time about the quality of Council’s financial projections and its financial
management principles and practices.

In its review the TCorp report (pp4-5, 28 & 35) noted that the Council has been well managed during
the review period based on the following observations:

e Council's underlying operating results, as measured by EBITDA has improved by 336.3% ($6.5m)
over the review period. This is driven by an SRV to fund infrastructure improvements beginning in
2010 for a period of 10 years

* Annual depreciation expense increased substantially by 41.6% ($2.4m) from 2010 to 2011 due to
Asset Revaluations

e Council had total borrowings of $18.9m in 2012 representing 5.3% of Net Assets
e Council’'s liquidity ratios and credit metrics were above or close to benchmark over the review

period.

The Council reported $63.8m of Infrastructure Backlog in 2012 which represents 20.8% of its
infrastructure asset value of $307.5m. Other observations include:

e Council's Capital Expenditure Ratio, and Building and Infrastructure Asset Renewal Ratio were
above benchmark during the review period

* Asset Maintenance Ratio was close to benchmark for the last three years

* 54.5% of the Backlog value relates to public roads assets and 25.2% relates to sewerage assets

The key observations from the TCorp review of Council's 10 year forecasts for its General Fund were:

e The forecast shows that operating deficits are expected over the forecast period, when capital
grants and contributions are excluded.

* Council is forecasting sound liquidity levels over the forecast period
* Council is forecasting improving debt servicing ratios as debt levels reduce

e Council is forecasting a drop in capital expenditure which is well below the benchmark over the
forecast period

In TCorp’s view, the Council had the capacity to undertake additional borrowings of up to $7.4m. In
the period since the TCorp review was completed, this borrowing capacity has been consumed,
mainly for water and sewer infrastructure projects.

In respect of the long term Sustainability of the Council TCorp’s key observations were:

e Council is currently in a sound financial position with a focus on asset renewal but this is forecast
to deteriorate

e Council forecasts continuous operating deficits (excluding capital grants and contributions) that will
increase pressure to maintain existing services

e Council's current LTFP shows that the level of capital expenditure compared to depreciation
expense is forecast to decrease over time to levels below what is required to maintain assets at an
acceptable standard

e Council has the capacity to utilise further borrowings in the future
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In respect of the Benchmarking analysis TCorp compared the Council’'s key ratios with other councils
in OLG group 4. The key observations were:

e Council’s financial flexibility as indicated by the Operating Ratio is above the group average but
below the benchmark

* Council's Own Source Operating Revenue Ratio is below the group average

* Council's DSCR and Interest Cover Ratio have been below the group averages but above the
benchmarks. These ratios are expected to continue in the medium term to be above the
benchmarks

e Council was in a sound liquidity position and this is expected to continue in the medium term
e Council’s Infrastructure Backlog is higher than its peers.

e Council's Capital Expenditure Ratio and Asset Maintenance Ratio were at or above the group
averages and close to or above the benchmarks. It had the highest Building and Infrastructure
Asset Renewal Ratio in the peer group

TCorp believed that Council was, at the time of writing the report, in a sound but deteriorating
financial position. The historical financial performance of Council has been moderate with operating
deficits over most of the review period. Council’s liquidity position was sound and credit metrics were
sufficient to service current debt levels. Council had a relatively high Infrastructure Backlog but has an
SRV in place till 2019 to fund infrastructure improvements, and high capital and renewal ratios show
that Council is focused on addressing the backlog. Based on the current LTFP, Council is forecasting
to be in a deteriorating operating position with significant operating deficits and insufficient capital
spending over the forecast period.

In considering the long term Sustainability of the Council, TCorp made the following comments:

e Council's operating performance has been satisfactory over recent years but is forecast to
decrease as a result of slow revenue growth forecast being outpaced by expense growth. Council
forecasts operating deficits (excluding capital grants and contributions) that will exert pressure to
maintain existing service levels

* While Council has been spending enough on asset renewals in recent years compared to
benchmark, their LTFP indicates that capital spending will be insufficient in the future which could
lead to a reduction in the quality of the assets and ultimately service standards.

e Council’s liquidity position has been sound and is expected to remain sound over the forecast
period

e Council has the capacity to utilise further borrowings that could assist for funding long term capital
projects and reducing the Infrastructure Backlog.

Furthermore, the Report highlighted some risks including an ageing population, economic growth and
natural disaster. These are areas which Council has been working on addressing through the
development and implementation of the Ageing Strategy and a suite of Economic Development
Strategies in recent years.

In concluding, the TCorp report noted that while they considered Council to be in a sound financial
position this position is forecast to deteriorate.

TCorp’s recommendations were based on the following key points:

* While Council had improving operating results over the review period, it is forecasting large
operating deficits throughout the forecast period.
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Council had sound liquidity levels and this is forecast to continue.

Council’s Interest Cover and Debt Service Cover Ratios improved over the review period and
continue to improve over the forecast period.

Council has been dependent on external revenue sources such as State and Federal grants and
any material adverse change to the levels of grants receivable could weaken Council finances.

While the Infrastructure Backlog Ratio has declined over the review period and asset renewal and
capital expenditure has been strong, Council is forecasting reducing levels of capital expenditure
which may lead to a deteriorating quality of its infrastructure assets.

TCorps key findings for NSW Councils were that:

Operating deficits are unsustainable and at least breakeven annual operating positions are
essential

There is a large annual asset maintenance gap

The infrastructure backlog has yet to be addressed

Regional performance varies

Rate increases must meet underlying costs as well as annual growth in expenditure
Medium term pricing paths are needed for ongoing adjustments to rates and charges
Asset management planning must be prioritised

Councillor and management capacity must be developed

The system and guidelines for access restricted funds should be reviewed

Increased use of borrowings.

Since the completion of the TCorp review, considerable progress has been made in improving the
Council’s financial and asset management systems and processes.

On 6 December 2016, Council received a ‘Notice of intention to issue a Performance Improvement
Order to Lithgow City Council under Section 438A of the Local Government Act 1993” from the, then
Minister for Local Government, the Hon. Paul Toole, MP.

The Minister identified the following reasons for issuing the Notice:

The reassessment of Council’s Fit for the Future (FFTF) proposal by the Office of Local
Government identified a failure by Council to follow the principles of sound financial management
with respect to ensuring that Council’s forecast spending is responsible, sustainable, aligning
general revenue and expenses.

Council had reported annual deficits in its financial statements over the past five financial years,
and consistently forecasted deficits in its Long Term Financial Plan (LTFP) for the next ten years
until 2024-2025.

Council’'s FFTF reassessment proposal forecast to meet the financial sustainability criteria relied
heavily on two proposed Special Rate Variations (SRV’'s). Council did not have a documented
strategy to meet its forecast operating performance ratio to ensure its long term financial
sustainability which did not include a SRV.

Following IPART’s determination that Council is ‘not fit’, Council did not provide substantive

evidence of strategies implemented since the IPART review to move Council towards long term
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I  E——
financial sustainability.

e Following re-assessment by the Office of Local Government against the IPART Criteria, it was
identified that financial sustainability ratios forecast in Council's FFTF reassessment submission

(General Fund) did not align with the ratios forecast in Council’s LTFP (Consolidated Fund).

Fit for the Future Improvement Plan

In response, Council engaged the services of specialist consultants, Morrison Low to develop a
Performance Improvement Plan that would position Council for a sustainable future by:

e Reviewing and developing Council’'s Long Term Financial Plan (LTFP) to incorporate a Fit for the
Future Improvement Plan and strategies.

¢ Reviewing Council’'s Asset Management Plan and Special Schedule 7.

e Preparing a Financial Management Maturity Assessment to understand Council’s Financial
Management Maturity Status and developing an Improvement Plan with specific priority actions.

This work was completed as part of Council’s Integrated Planning and Reporting Framework (IPR);
under the key theme Responsible Governance and Civic Leadership — Strategic Direction GL2
Moving towards a sustainable council which is supported by Delivery Program Action Revenue
opportunities, costs savings and/or efficiencies are achieved. Following community consultation of the
draft Integrated Planning and Reporting Framework suite of documents during the exhibition period in
May/June 2016, the documents were reported to Council and the Office of Local Government within
the required timeframe of 30 June 2016.

The work undertaken by Morrison Low to position Council for a sustainable future provides a range of
long term benefits and value for Council and the community in the form of:

1. Arobust financial plan with improvement options for longer term sustainability.
2. An opportunity for Council to provide improved services to the community.
3. Good practice financial management governance, procedures and process.

4. It satisfies the additional Integrated Planning and Reporting requirement for the Asset
Management Plan and asset service levels.

5. Building confidence in the community that Council is financially sustainable to deliver on the
Community Strategic Plan outcomes, key programs and projects.

6. Meeting all statutory obligations and being in a position to maintain stewardship of the community’s
resources.

7. Ensuring transparent annual planning and quarterly reporting processes through the IPR
Framework which shows the implementation of the Performance Improvement Plan.

Morrison Low identified 37 recommendations as part of the Financial Management Maturity
Assessment for Council to investigate and implement. An Internal Finance Committee made up of
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representation from across Council met weekly to review the Business Improvement processes
identified.

During 2017/18, Council undertook asset renewal expenditure across all asset classes as part of the
Financial Management Improvement Plan and Financial Management Maturity Assessment.
Implementation of the Financial Management Improvement Plan is ongoing, with Council now having
completed 33 of the 37 actions. Progress continues to be reported monthly to the Office of Local
Government.

Financial Sustainability

Council considered a range of options and settled on three scenarios or options. The options
considered in developing this LTFP were:

* Scenario 1 — Base case

This is the base case and represents the continuation of ‘as is’ without applying a range of
improvement strategies and without the addition of extra asset renewal expenditure to ensure the
FFTF asset ratios are achieved. This includes the loss of revenue when the existing SRV for an
infrastructure levy ceases in 2019.

» Scenario 2 — Base case with improvements

This takes the base case and adjusts the financial projections based on a number of improvement
opportunities that have been identified. With the improvements proposed, Council is able to meet the
operating performance ratio for the consolidated entity under this scenario but does not have
sufficient funds for asset renewal nor to clear the infrastructure backlog. This means that Council is
not Fit for the Future in Scenario 2.

» Scenario 3 — Sustainable assets

This takes the revised financial projections in Scenario 2 but also provided for a new SRV of 9% in
2019/20. This represents the continuation of the existing 4.77% SRV (Infrastructure Levy) when it
ceases on the assumption that a new permanent SRV of the same amount will be applied for and
approved commencing in 2019/20. It also includes an additional 4.23% above the current rates
charged to residents to provide extra financial capacity so that Council is able to meet the financial
sustainability ratios. Scenario 3 also includes significant, additional, asset renewal expenditure over
ten years to ensure that the asset benchmarks are met or trending toward meeting the ratios during
the term of the LTFP for the general fund.

This scenario enables Council to become financially sustainable.

3.3 Financial indicators

How will the proposed special variation affect the council’s key financial indicators (General Fund)
over the 10-year planning period? Please provide, as an addendum to the Long Term Financial Plan,
an analysis of council’s performance based on key indicators (current and forecast) which may
include:

¥ Operating performance ratio excluding capital items (ie, net operating result excluding capital
grants and contributions as percentage of operating revenue excluding capital grants and
contributions).

¥ Own source revenue ratio (ie, total operating revenue excluding capital items as a percentage of
total operating revenue including capital items).
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¥ Building and asset renewal ratio (ie, building and infrastructure asset renewals as a percentage of
building and infrastructure depreciation, amortisation and impairment)

¥ Infrastructure backlog ratio (ie, estimated cost to bring assets to satisfactory condition as a
percentage of total (written down value) of infrastructure, buildings, other structures, depreciable
land and improvement assets)

¥ Asset maintenance ratio (ie, actual asset maintenance as a percentage of required asset
maintenance).

v Debt service ratio (principal and interest debt service costs divided by operating revenue
excluding 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).

Lithgow City Council has a sound balance sheet and its current operational financial position
is improving.

As at 30 June 2018, Council had total general fund assets of $407 million which included cash
assets of $23.4 million. Total general fund liabilities were $24.0 million including external
borrowings of $5.0 million. The comparative data for Council’'s consolidated position (water
and sewer fund included) was total assets of $558 million including cash assets of $34 million
with total liabilities of $39.4 million including external borrowings of $19.9 million.

Council prepared a budget based on the delivery of the activities and targets outlined in its
2018/19 budget, and these activities were projected for ten years based on a range of
assumptions. This forms LTFP Scenario 1 (the base case).

The financial impacts based on the adjustments and improvements to these budgets are
presented in Scenarios 2 and 3 as outlined in more detail under each Scenario. The improved
budget position also forms the basis of the four year delivery program.

Performance Measurement

Council uses a range of measures to monitor performance. This includes the ratios reported in
the Financial Statements notes and the additional Fit for the Future ratios used to measure
financial sustainability. Performance measures allow Council to monitor the state of Council
finances and its ability to maintain the community’s assets and service levels into the future.

Regular monitoring of progress against LTFP targets and other ratios allows Council to review
and refine its plans and keep the community informed on its progress.

Comparison of LTFP scenarios against key performance measures

We have used the Fit for the Future measures in determining performance measures for the
LTFP. The following graphs compare the measures for the three scenarios, against each other
and against the relevant benchmark. These graphs show the three year average ratios as per
the Fit for the Future ratios.
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Operating performance ratio excluding capital items (ie, net operating result
excluding capital grants and contributions as percentage of operating revenue
excluding capital grants and contributions).

The operating performance ratio measures Council's achievement of
containing operating expenditure within operating revenue.

The recent trend has been towards an improving operating performance ratio
although Council has not achieved a balanced operating performance ratio in
recent years (with the exception of 2016/17 due to the Financial Assistance
Grant prepayment). In 2017/18, the ratio was -1.99%

The LTFP SRV scenario ensures that the Council has a positive operating
performance ratio for each of the 10 years of the LTFP. The operating
performance ratio is expected to improve from 2.73% (3 year average) in
2019/20 to 6.98% (3 year average) in 2028/29. Surplus funds will be placed in
an internally restricted reserve for future asset renewal.

Building and asset renewal ratio (ie, building and
infrastructure asset renewals as a percentage of building and
infrastructure depreciation, amortisation and impairment)

The building and asset renewal ratio assesses the rate at
which infrastructure assets are being renewed relative to the
rate at which they are depreciating.

For the past 3 years, the Council’s building and asset renewal
ratio has been below the OLG benchmark of 100%. In
2017/18, the ratio was 87% and in the prior year it was 99%.

The LTFP SRV scenario will enable the Council to meet the
100% benchmark for the building and asset renewal ratio in
each year of the LTFP. The ratio varies for each year of the
LTFP depending on the required level of asset renewal for the
year.

Infrastructure Backlog Ratio
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Infrastructure backlog ratio (ie, estimated cost to bring assets to satisfactory
condition as a percentage of total (written down value) of infrastructure,
buildings, other structures, depreciable land and improvement assets)

This ratio shows the proportion of the infrastructure backlog against the total
value of Council’s infrastructure.

The Council has not been able to achieve the OLG benchmark of 2% in recent
years. In 2017/18, the infrastructure backlog ratio was 6.04%.

The LTFP SRV scenario ensures an improving trend for the infrastructure
backlog ratio. The Council will meet the benchmark in year 5 of the LTFP
(2023/24) and the ratio will be maintained on and then below the benchmark
for the remaining years of the LTFP.

Asset maintenance ratio (ie, actual asset maintenance as a
percentage of required asset maintenance).

The asset maintenance ratio compares actual vs. required
annual asset maintenance. A ratio above 100% (the OLG
benchmark) indicates Council is investing enough funds to stop
the infrastructure backlog growing.

The Council has not been able to achieve the benchmark of
100% in recent years. The trend has been for a ratio in the
range of 75% to 82% In 2017/18, the infrastructure backlog
ratio was 75%.

The LTFP SRV scenario enables the Council to improve
funding for asset maintenance. The scenario indicates an
improving asset maintenance ratio, rising from 80% in 2019/20
to reach the benchmark in 2027/28. The asset maintenance
ratio will then be maintained at least at 100%.

Debt Service Ratio
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Debt service ratio (principal and interest debt service costs divided by
operating revenue excluding capital grants and contributions).

The debt service ratio is not reported in the Council’s financial statements.

With borrowings being repaid over the 10 year term of the LTFP, the SRV
scenario shows a steadily falling debt service ratio. The ratio will reduce from
6.47% in 2019/20 to 3.20% in 2028/29. The LTFP takes a conservative
approach to prospective new asset works, with minimal borrowings for new
works.

The Real Operating Expenditure per Capita Ratio was
chosen as a “Fit for the Future” efficiency measure (similar to
an efficiency dividend). It is a function of the number of
residents, which allows some growth in expenditure in line with
an increasing population and the growing service needs within
the community. The measure ensures that Councils more
consistently focus on how they may reduce their expenditure
by achieving efficiencies in their operations.
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2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28

77.37% 78.25% 78.53% 78.69% 78.84% 79.00% 79.15% 79.30% From LTFP
3 Year
Trend

0.76 0.82 0.97 1.27 1.51 1.86 2.18 233 Benchmark
>1.50

5.52% 5.52% 5.52% 5.52% 5.52% 5.52% 5.52% 5.52% Benchmark
<10%

e Own source revenue ratio (ie, total operating revenue excluding capital items as a percentage
of total operating revenue including capital items).

This ratio measures fiscal flexibility, the degree of reliance on external funding sources
such as operating grants and contributions.

The Council has maintained an own source revenue ratio above the OLG benchmark of
60% in recent years. In 2017/18, the ratio was 73.97%.

The LTFP SRV scenario plans for the own source revenue ratio to be maintained in the
range of 75% to 80% for the 10 year term of the LTFP.

. Unrestricted current ratio (the unrestricted current assets divided by unrestricted current
liabilities).
The unrestricted current ratio assesses the adequacy of working capital and its ability to
satisfy obligations in the short term for the unrestricted activities of Council.

The Council has consistently maintained an unrestricted current ratio above the OLG
benchmark of 1.5x. In 2017/18 the unrestricted current ratio was 1.18x.

The LTFP SRV scenario indicates a rising unrestricted current ratio as surplus funds are
allocated to reserves for future asset renewal. The unrestricted current ratio may be above
the benchmark from the 2024/25 year. Council will need to monitor the ratio to ensure that
it has adequate working capital in the later years of the LTFP.

* Rates and annual charges ratio (rates and annual charges divided by operating revenue).

The rates and annual charges ratio assesses the impact of uncollected rates and annual
charges on Council’s liquidity and the adequacy of recovery efforts.

The Council has consistently achieved a ratio in the range of 5% to 6 % in recent years,
well below the OLG benchmark of 10% for rural Councils. In 2017/18, the ratio was
5.92%.

The LTFP scenario plans for a rates and annual charges ratio of approximately 5.5% for
the full 10 year term of the LTFP.
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Assessment criterion 2: Community awareness
and engagement

Criterion 2 in the Guidelines is:

Evidence that the community is aware of the need for and extent of a rate rise. The Delivery
Program and Long Term Financial Plan should clearly set out the extent of the General Fund rate
rise under the special variation. In particular, councils need to communicate the full cumulative
increase of the proposed special variation in percentage terms, and the total increase in dollar
terms for the average ratepayer, by rating category. The council's community engagement
strategy for the special variation must demonstrate an appropriate variety of engagement methods
to ensure community awareness and input occur. The IPART fact sheet includes guidance to
councils on the community awareness and engagement criterion for special variations.

Our fact sheet on the requirements for community awareness and engagement is available on the
IPART website.1

In responding to this criterion, the council must provide evidence that:

v

it has consulted and engaged the community about the proposed 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, and

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:

v

v

v

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

the annual increase in rates that will result if the proposed 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), and

the rate levels that would apply without the proposed special variation.

More information about how the council may engage the community is to be found in the Guidelines,
the IP&R manual and our fact sheet.

1

https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/For-Councils/Apply-for-a-special-variation-
or-minimum-rate-increase
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Box 4.1 Where a council is renewing or replacing an expiring special variation

The council’'s application should show how it has explained to its community:

v 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.

v The corresponding percentage of general income that the expiring special variation
represents for the relevant year.

v Whether the temporary expiring special variation is being replaced with another temporary or
a permanent increase to the rate base.

v The percentage value of any additional variation amount, above the rate peg, for which the
council is applying through a special variation.

v If the proposed special variation was not approved (ie, 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 Chair.

Box 4.2 Where a council has an existing s508A special variation and is applying for
an additional s508(2) special variation

The council’'s application should demonstrate that it has explained to its community:

v There is a special variation already in place for the current year and the size of that special
variation.

v The size and impact of the additional special variation proposed and its purpose.

v The cumulative annual increase in rates from the existing and proposed special variation
together.

4.1 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 rate rises under the
proposed special variation and attach relevant samples of the council’s consultation material.

Community Engagement Strategy

The Lithgow City Council Community Engagement Strategy “Special Rate Variation Proposal 2019/20
— Community Engagement Strategy” was endorsed by Council at its meeting held on 24 September
2018, however Council commenced engaging with the community in April 2018 as part of the
exhibition of the draft 2018/19 Operational Plan. The SRV proposal has been included in the Council’s
IP&R documents since the 2017-2027 LTFP was placed on public exhibition in May 2017.
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As part of its consultation program Council has incorporated the consultation elements identified in
the IPART Guidelines for appropriate community engagement platforms within Council’s resourcing
capacity. The aims of the Community Engagement Strategy are to:

* Seek to gain an understanding of the communities satisfaction with Council Assets and what
the community believes are the asset funding priorities for the future;

e Seek the community’s views on Councils current and future service level priorities and levels;
e Seek the community’s support or otherwise for the proposed Special Rate Variation:

1. Support for reduced service levels/No increase to rates above rate peg.

2. Support for improved service levels/ increased rates.
Since April 2018 Council has engaged with the local community on a number of levels including:

e Reports to Council —

o] 15 May 2017 — Draft Integrated Planning and Reporting Framework (Minute No. 17-151)
o] 26 June 2017 — Integrated Planning and Reporting Framework (Minute No. 17-194

o] 23 April 2018 — Combined Delivery Program 2017-21 and Draft Operational Plan 2018/19.
(Minute No. 18-96)

o] 25 June 2018 — Combined Delivery Program 2017-21 & Operational Plan 2018-19 (Minute
No. 18-165

o] 27 August 2018 — Asset Management Study Results (Minute No. 18-227)

o] 24 September 2018 — Special Rate Variation Community Engagement Strategy (Minute No.
18-262)

o] 24 September 2018 — Extra Ordinary Meeting of Council — Tuesday 29 January 2019
(Minute No. 18-254)

o] 26 November 2018 — Special Rate Variation Notice of Intention to IPART (Minute No. 18-
352)

o] 29 January 2019 — Special Rate Variation Application to IPART (Minute No. 19-03)

Agendas for Council meetings are posted on Council’s website www.council.lithgow.com on the
Thursday prior to the meeting. They are also promoted on Council’'s facebook page when they
are posted on the website for interested members of the community. Members of the community
may register to speak to an item on the agenda by 12 noon on the day of the Council meeting.
There were no requests to speak to any of the reports listed above during this period.

However, 37 members of the community attended the Extra Ordinary Meeting held on 29 January
2019. During the meeting Council moved a motion to allow members of the public gallery to “have
their say” and address Council on the proposal to submit an application to IPART for a Special
Rate Variation Application. Six members of the gallery took the opportunity to address Council, 5
speaking ‘against’ the proposed SRV and one speaking ‘for’ the proposed SRV.

e Promotion of the draft 2018/19 Operational Plan (during April/May on Council’'s Have Your Say
website — www.haveyoursay.lithgow.com .

o] Video by the then Mayor, CIr Stephen Lesslie introducing the Draft 2018/19 Operational
Plan and providing an overview of the proposal to apply for a special rate variation (this
received 117 views). www.youtube.com/watch?v=VNzZzCTLjKk
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Video by the Chief Finance and Information Officer providing an overview of Council's
financial position including actions taken to achieve long term financial sustainability and the
proposal to apply for a special rate variation (this received 30 views)
https://www.youtube.com/watch?v=nMIh5fOLXsc

Fact Sheets on the Special Rate Variation.

Drop in Session in Cook Street, Plaza on Thursday 3 May for residents to ask questions of
Senior Staff and Councillors on the Draft Operational Plan and the proposed Special Rate
Variation.

* Media releases distributed through local and regional media, posted on Council's website and
social media pages.

(0]

(0]

(o}

(0]

(0]

Proposed Special Rate Variation — Telephone Survey Results 21 Dec 2018
Special Rate Variation — The Process 17 Dec 2018

Council’'s proposed works program for 2019/20 revealed 13 Dec 2018
What would the proposed Special Rate Variation be used for? 12 Dec 2018
Have Your Say — Special Rate Variation Telephone Survey 10 Dec 2018

The Proposed Special Rate Variation — Has Council considered the community’s capacity to
pay? 7 Dec 2018

What Do You Get For Your Rates Dollar? 27 Sep 2018
Investing in our future 28 Jun 2018
If you look after the pennies, the dollars will look after themselves 1 May 2018

Have your say on the future of the Lithgow LGA 24 Apr 2018

¢ Documentation on exhibition

(0]

(0]

Draft 2017-2027 Long Term Financial Plan — May 2017

Draft Combined 2017-2021 Delivery Program and 2018/19 Operational Plan — April/May
2018

Integrated Planning and Reporting Framework 27 November 2018 — 11 January 2019
Included the Supplementary Combined 2017-2021 Delivery Program and 2018/19
Operational Plan, Supplementary 2017-2021 Workforce Plan, 2019-2029 Long Term
Financial Plan and 2019-2029 Strategic Asset Management Plan

* Mailout to all ratepayers — A letter from the Mayor was distributed via the mailing house used to
distribute Council's Rate Notices to ratepayers. 9,867 letters were distributed and 63 were
returned to sender. Council has 11,342 ratepayers (see break-up in table below). Of the 1,475
ratepayers who did not receive a copy of the letter from the Mayor, a percentage receive their rate
notices electronically and a number have multiple properties, in order to reduce costs multiple
property owners received only 1 letter (not one for each property).

Number of assessments as at 30 June 2018

Residential Farmland Business Mining

9,560

1,279 490 13

* Inclusion of media releases and call to action to visit the Have Your Say Website in Council’s
eNewsletters:

(0]

(o}

Council Connections weekly eNewsletter — September - January (239 subscribers)

Have Your Say monthly eNewsletter — September - January (368 subscribers)
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e
o] Lithgow Business & Tourism Matters monthly eNewsletter in November (1500 subscribers)

e Promotion of the proposal for a Special Rate Variation on the Have Your Say website —
www.haveyoursay.lithgow.com

o] Documents Library
* Fact Sheets

o] Proposed Transport, Stormwater Drainage & Buildings Program for 2019/20 (Draft for
consultation)

o] Budgeting for our future

o] Lithgow at a glance

o] Special Rate Variation Fact Sheet
o] How will this affect my rates?

o] IPART — 2019/20 Rate peg determination

e Surveys
e Rates Calculator

e Two telephone surveys undertaken by Micromex Consulting

o] July 2018, Asset Management Study
o] November 2018, Special Rate Variation Survey

Both surveys were placed online on the Have Your Say Website following completion of the
telephone surveys to ensure all ratepayers had an opportunity to participate in the survey.

* Community Reference Panel for Service Priorities undertaken by Martin Bass of LGNSW with 15
members from a broad cross-section of the local government area.

* Monitoring of social media and responding to community questions/comments.

e Council staff in the Administration Centre (Customer Service) and Lithgow, Wallerawang and
Portland Libraries were provided with training to assist residents with questions regarding the
proposal for an SRV and accessing the Rates Calculator.

As part of the information process above, OUrPlace

detailed information was provided to the i 8 Our Future
community on the proposed program of works o i b
for 2019/20 and the impact on rating ;

categories. Information was also provided on ! 2 & DRAFT FOR
3 CONSULTAIV!WO‘:[‘I:

how Council considered the communities
capacity to pay and what avenues were
available to ratepayers experiencing hardship.

Available for downloading on
www.haveyoursay.lithgow.com
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Asset Type Current Proposed increase Proposed Total Proposed %
Maintenance & in Investment increase in

Renewal Budget Investment ($'000 p.a.) investment
($'000 p.a.) ($'000 p.a.)

Transport 4,188 725 4,913 17%
Stormwater Drainage 107 100 207 93%
Buildings 831 250 1,051 26%

The remainder of the increased funding (approx. $70,000 p.a. based on January 2019 modelling for
the SRV application Part A) will be spent on business improvement initiatives which will either
generate additional revenue or reduce long-term costs for council.

Impact on Average Rate Average Rate 2018/19 Average Rate 2019/20 Variance per annum Variance p.a. %

RESIDEMNTIAL RATES

Scenario 1: S 763.00 | § 747.00 |-5 16.00 -2.1%
Scenario 2: 3 763.00 | § 815.00 | & 52.00 6.8%
BUSIMESS RATES

Scenario 1: S 3,950.00 | 3,868.00 |-5 82.00 -2.1%
Scenario 2: B 3,950.00 | S 4,225.00 | & 275.00 7.0%
FARMLAND RATES

Scenario 1: S 1,439.00 | § 1,410.00 |-$ 25.00 -2.0%
Scenario 2: B 1,439.00 | S 1,539.00 | § 100.00 6.9%
MINING RATES

Scenario L S 160,461.00 | $ 157,139.00 |-5 3,322.00 -2.1%
Scenario 2: B 160,461.00 | 5 171,581.00 | § 11,120.00 6.9%

The community was also able to access an online Rates Calculator on the Have Your Say website
and/or contact the Council Administration Centre for assistance. They were also encouraged to bring
their rates notices into Lithgow, Wallerawang or Portland Libraries where staff could assist them with
accessing the Have Your Say website and use of the online rates calculator.

;)Joem:‘ TO FAND HOuRZ- PRROPERTHS

ne va

General. Thi

ot Inctude any

Prence Nove:

This rates calculator is only for the base property rates and
does not include other charges such as waste, sewerage or
water charges.

Rates Calculator

Wallerswang

& ot

Farmiand

201872015 rams.

mpact some community members.
Cow s &0 assist ratepayers should they

+ Council Administros

The engagement process provided the community with a number of avenues to provide feedback
including:
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I  E——
* www.haveyoursay.com

e Telephone surveys

e Online surveys

* In writing to Council

* Direct contact face to face

e Phone calls

e Drop in session in Cook Street Plaza.

e Service Priorities Community Reference Panel

Community submissions were received and considered in two rounds:

1. As part of the community submissions received for the Draft 2018/19 Operational Plan (reported to
Council on 25 June 2018).

2. Reported to Council at the Extra Ordinary Meeting held on 29 January to consider the submission
of the application for the Special Rate Variation to IPART.

During this consultation process Council prepared consultation materials and supplementary IP&R
documents which clearly outlined:

* The proposed special variation rate increase including the rate peg for each major rating category
(in both percentage and dollar terms);

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

* The rate levels that would apply under a base (No SRV scenario).

Integrated Planning & Reporting Framework

On 23 April 2018, Council resolved to adopt the Combined 2017-21 Delivery Program and 2018/19
Operational Plan. The Message from the Mayor (p4) and page 15, Proposed Special Rate Variation
outlined Council’s intention to apply for a Special Rate Variation in 2019/20. During the exhibition
period, Council received three submissions against the proposed Special Rate Variation, all of which
were reported to the Council meeting held on 25 June 2018 for information. Each of these
submissions received a response as part of Council’'s community engagement process.

On 26 November 2018, Council resolved to notify IPART of its intent to apply for a Special Rate
Variation. As part of this process the following documents which form the Integrated Planning and
Reporting Framework were adopted:

e Supplementary Combined 2017-21 Delivery Program and 2018/19 Operational Plan —Pages 4
and 15 were amended.

Message from the Mayor — Our Place, Our Future (p4)
| am pleased to present to you the Supplementary Combined Delivery Program 2017/18 — 2020/21
and Operational Plan 2018/19.

This supplementary version of the Combined Delivery Program 2017/18 - 2020/21 and Operational
Plan 2018/19 reiterates Council’s intention to engage with the community on its proposal to apply
for a permanent Special Rate Variation of 9% to commence in 2019/20. This will extend the
current SRV of 4.77% with an increase of 4.23% plus the annual rate peg

The expiration of the current 4.77% special rate variation on 30 June 2019 will reduce Council’s
general rate revenue by $624,000 and thereby reduce Council’s ability to continue to deliver the
current levels of service experienced by the community. The proposal to retain the current SRV of
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4.77% plus apply for an additional 4.23% plus annual rate peg will ensure a projected income for
2019/20 of $1,178million. This will allow Council to increase funding for the following assets:

e Transport (sealed roads, unsealed roads, footpaths, cycleways, bridges and road drainage)

e Stormwater Drainage

e Buildings
Increasing the level of funding for these assets will allow council to renew those which are
currently in a poor condition. It will also ensure that the number of assets in poor condition does
not continue to grow. It is essential that our community assets are safe, in working order and meet
community expectations. The expenditure will ensure that the Fit for the Future asset benchmarks
are met over time.

The remainder of the increased funding (approx. $100,000 p.a.) will be spent on business
improvement initiatives which will either generate additional revenue or reduce long-term costs.

In making this decision Council is ensuring that we consider the community’s capacity to pay and
that we continue to apply for grants and seek funding from corporate and alternative sources of
sponsorship to maximise the value of our annual budgetary commitments.

Cr Ray Thompson
Mayor

Proposed Special Rate Variation (p 15)

The 2019-2029Long Term Financial Plan (LTFP) includes a Sustainable Assets Scenario, which
locks in further organisational improvements and identifies the need to apply to replace the existing
infrastructure special rate variation (SRV) of 4.77% when it expires. In the 2019-29 LTFP scenario,
a replacement SRV is planned to commence in 2019/20. It is proposed to apply for a replacement
SRV to commence in 2019/20, following the expiry of the current SRV.

If Council is successful in an application for a new permanent SRV of 9% to commence in
2019/20, together with the proposed improvement measures included in the LTFP, Council will be
assured of its financial sustainability and will be able to meet all of the Fit for the Future (FFTF)
ratios over the 10 year term of the LTFP. The proposed SRV represents the continuation of the
existing 4.77% SRV together with a further 4.23%. The ongoing identification of organisational
efficiencies, cost savings and maximisation of revenue will assist Council to overcome its financial
sustainability challenges with the lowest possible impact on ratepayers.

The preferred scenario is that Council seeks an SRV of 9% when the existing SRV for
infrastructure improvements expires at the end of 2018/19. The new SRV in 2019/20 will mean an
additional increase of 4.23% for ratepayers at that time. This, when combined with other
improvement measures, enables Council to operate with a small surplus which provides additional
cash resources to help fund extra infrastructure renewals. These financial results make the Council
fit’ in accordance with the Office of Local Government guidelines. In the LTFP Scenario, Council is
able to meet the operating performance ratio from 2019/20 onwards. Council will closely monitor
its operating result and budget to ensure an operating surplus is retained. This means that Council
will continue to operate largely within its existing funding levels and implement a number of
improvement initiatives, including ongoing service reviews, to ensure ratepayers receive an agreed
affordable level of service and that the services are provided in an efficient and cost effective
manner.

While the LTFP Scenario does mean that Council will seek another SRV of 9% from 2019/20, the
actual impact on ratepayers is only an additional 4.23%. If there was no approved SRV in 2019/20,
ratepayers could expect a fall in their rates of 4.77%. Without a new SRV, the rate peg (which is
2.7% for 2019/20) would be applied to the lower rate base resulting in a net decrease in rates of
approximately $624,000. In the SRV Scenario, 2019/20 ratepayers will receive a further 4.23%
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increase in that year. Council will continue its efforts to find further improvements to reduce the
reliance on the additional SRV application.

Another benefit of the LTFP Scenario is that the cash reserve balance for general fund trends
upwards from 2024. This places Council in a sound cash position with ongoing capacity to fund
asset renewals.

e Supplementary Workforce Plan 2017-2021— updated to include information on the Special Rate
Variation (pp7-8)

The community will be engaged on two Scenarios for ensuring a sustainable future. In
communicating these options, the Council will outline the following:

The magnitude of the financial challenge and infrastructure funding shortfall facing the local
government area (LGA) over the next 10 years and its impact on service levels.

The need to consider community “capacity” to pay additional rates in determining the options to be
presented.

The need for residents to be able to have their say on whether or not they are prepared to pay
additional rates to maintain and/or improve service levels.

The two scenarios, which have been developed for community consideration, are:
0 Scenario 1- Current SRV expires + rate peg

On 1 July 2019, the current 4.77% SRV expires. A 2.7% rate peg would be added to the lower
rate base. The projected loss of rates revenue due to the expiry of the current SRV is estimated
at $624,000 for the 2019/20 year.

This is estimated to reduce Council’'s workforce by two entry level positions.
0 Scenario 2 - Maintain the current SRV + rate peg + one-off (permanent) 4.23% SRV

Council proposes to apply to retain the current SRV of 4.77%. Council also plans to request an
additional one-off SRV of 4.23%. The total SRV application will be for a 9% increase in rates
revenue (i.e. the current 4.77% SRV plus a new 4.23% SRV). The 2.7% rate peg will also be
added. The impact on ratepayers will be a new 4.23% SRV plus the rate peg. The projected
total SRV income (from maintaining the current SRV plus adding the new SRV) is estimated at
$1.178 million for the 2019/20 year.

It is estimated that this could translate into an extra 5.5 entry level positions. This is based on
the assumption that day labour would be used to undertake work on asset projects.

Importantly, the allocation of funding would be subject to legislatively required annual Service
and Asset Management Plan reviews and to addressing priority risk mitigation actions.
Expenditure would target critical service/ asset priorities that the community places a high value
on and / or those that have a high risk profile.

» Strategic Asset Management Plan 2019-29— updated in line with the Scenario 3 — Sustainable
Assets Projections identified in the Long Term Financial Plan 2019-29 (Pages 15-17)

e Infrastructure Backlog

Council’s infrastructure backlog represents the cost to bring assets in a worn and poor condition up to
an acceptable standard.

Council has recently reviewed the asset registers and the backlog figures, which was previously
reported in Special Schedule 7, 2017 / 2018 as $28Million. Council’s asset data such as unit rates,
condition ratings and useful lives were revised and a new methodology for determining the
infrastructure backlog has been applied.
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The infrastructure backlog ratio compares the backlog figure to the written down value of our assets
(WDV). Figure 1 show how the ratio decreases from 2019 / 2020, moving towards meeting the 2%
OLG target by the later years of the plan. The ratio determines if the asset backlog is manageable.
Figure 1 shows the Infrastructure backlog over a ten-year (10) period (Long Term Financial Plan
Scenario 3 — Sustainable Assets). The projections each year are based on the previous year’s
backlog, adding depreciation and deducting renewal expenditure. The renewal expenditure is adopted
in the Long Term Financial Plan (LTFP) and will be revised each year to ensure that Council
reallocates renewal to asset groups with a higher backlog figure.

Infrastructure Projected Projected Projected Projected Projected Projected Projected Projected Projected Budget Budget
Backlog 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29

Ratio (%)

Buildings and

Infrastructure 6.3% 5.3% 42% 3.8% 3.2% 2.9% 2.4% 1.9% 1.6% 1.3% 0.8%

Figure 1 Infrastructure Backlog Ratios (identified in the LTFP Scenario 3 — Sustainable Assets)
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* Asset Renewal Expenditure

Renewal is the activities undertaken to refurbish or replace assets with assets of equivalent capacity
or performance capacity. Renewal works are included in Council's Capital Works Program.

Figure 2 displays the asset renewal ratio forecasts identified in Council’s ten (10) year Long Term
Financial Plan (Scenario 3 — Sustainable Assets). The asset renewal ratio compares renewal
expenditure to the depreciation of assets. The ratio indicates if the asset renewal expenditure is
sufficient to maintain the assets in the long-term. The 2017 / 2018 actual ratio was 87%, below the
sustainable target of 100%. The 2018 LTFP (Scenario 3 — Sustainable Assets) demonstrates that
Council plans to exceed the OLG benchmark of 100% by 2018 / 2019, and continue to maintain this
level for future years.

Asset Projected Projected Projected Projected Projected Projecte Projected Projected Projected

Renewal 18/19 19/20 20/21 21/22 22/23 d 24/25 25/26 26/27

Ratio (%) 23/24

Buildings and " o o o o 106.7 159.2
Infrastructure 133.0% 145.2% 141.0% 109.7% 116.2% 108.2% 112.8% 116.3% 107.0% o %

Figure 2 Asset Renewal Ratio (identified in the Long-Term Financial Plan Scenario 3 — Sustainable Assets)

e Asset Maintenance Expenditure

Asset maintenance is the activity required or undertaken by Council to preserve the original condition
of the assets. The required maintenance, which is reported in Special Schedule 7, is the amount that
Council should be spending on its assets and is based on the percentage of the replacement cost.
Actual maintenance includes the budgeted amount that Council will spend on preventative, corrective
and reactive maintenance annually.

Figure 3 displays the asset maintenance ratio forecasts identified in Council’s ten (10) year Long-
Term Financial Plan (Scenario 3 — Sustainable Assets). The asset maintenance ratio compares the
figures and demonstrates how Council meets the OLG benchmark of 100% in the final years of the
Long-Term Financial Plan. Maintenance expenditure will have to be revised each year to ensure that

Council remains on track to meet the 100% benchmark within the term of the LTFP.
Asset Projected Projected Projected Projected Projected Projected Projected Projected Projected Budget Budget

Maintenance 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29
Ratio (%)
Buildings and
Infrastructure

77% 80% 82% 85% 87% 90% 93% 96% 99% 103% 106%

Figure 3 Asset Maintenance Ratio (identified in the Long-Term Financial Plan Scenario 3 — Sustainable Assets)

* New / Upgrade Expenditure

Capital new works expenditure creates assets which will deliver a service to the community that didn’t
exist beforehand, whilst capital upgrade enhances an existing asset to provide a higher level of
service to the community. New and upgrade works are included in Council’s Capital Works Program
and are funded through a combination of rate funding, Section 94a contributions, successful grant
applications and loan funding. Figure 4 shows the ten-year (10) capital new and upgrade expenditure
forecasts identified in Council’'s Long-Term Financial Plan (Scenario 3 — Sustainable Assets).

New & Upgrade

Asset Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
Expenditure ($) 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29
Building and
Infrastructure
— Asset
Renewals 11,816 12,102 10,844 12,102 11,121 11,632 12,226 11,467 11,653 12,782
- New Assets 1,241 209 214 219 223 228 233 239 244 249
Water Fund
— Asset
Renewals 4,632 1,550 1,901 1,573 1,595 1,687 1,710 1,733 1,757 7,781
- New Assets 184 285 136 136 4457 1988 139 140 141 142
Sewer Fund
— Asset
Renewals 310 2,910 1,040 1,843 1,967 1,992 2,117 2,043 2,069 2,196
- New Assets 2,534 6,435 1,436 36 37 38 39 40 41 42

Figure 4 — Asset Renewals and New Assets
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e Long Term Financial Plan 2019-29- the following summary outlines the additional revenue

generated from the proposed SRV.

Impact on Average Rate Average Rate 2018/19 Average Rate 2019/20 Variance per annum Variance p.a. %
RESIDENTIAL RATES

Scenario 1: 3 763.00 | $ 747.00 |-$ 16.00 -2.1%
Scenario 2: S 763.00 | S 815.00 | & 52.00 6.8%
BUSIMESS RATES

Scenario 1: 3 3,950.00 | $ 3,868.00 |-$ 82.00 -2.1%
Scenario 2: 3 3,950.00 | $ 4,225.00 | $ 275.00 7.0%
FARMLAND RATES

Scenario 1: 3 1,439.00 | $ 1,410.00 |-$ 29.00 -2.0%
Scenario 2: 3 1,439.00 | § 1,539.00 | $ 100.00 6.9%
MINING RATES

Scenario 1: 3 160,461.00 | $ 157,139.00 |-$ 3,322.00 -2.1%
Scenario 2: 3 160,461.00 | S 171,581.00 | $ 11,120.00 6.9%

Income Statement - General Budget Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
Fund

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29

For the year

Income from Continuing

Operations

Revenue:

Ordinary Rates 11,375 11,567 11,769 12,005 12,275 12,582 12,896 13,219 13,549 13,888 14,235
Ordinary Rates - SRV 551 559 559 1,068 1,081 1,096 1,111 1,126 1,142 1,158 1,174
Special Rates 246 246 250 255 261 268 274 281 288 295 303
Annual Charges 4,038 4,286 4,372 4,459 4,559 4,673 4,790 4,910 5,033 5,158 5,287
Rates and Annual Charges 16,679 17,728 18,176 18,624 19,084 19,555 20,037 20,532 21,039 21,559 22,092

Scenario 3 - Financial Statements — 2019-29 LTFP (p56-64)

4.2 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 proposed 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.

Since April 2018 Council has engaged with the local community on a number of levels.
Community submissions were received and considered in two rounds:

* Three of the community submissions received for the Draft 2018/19 Operational Plan (reported to
Council on 25 June 2018) were in response to the proposed Special Rate Variation. The
submissions (which were included as attachments to the report) were summarised with an officers’
response and recorded in the council report. A written response was provided to the community
members following the Council meeting.
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Summary of written submissions — Special Rate Variation

Summary of Community Submission

Officers Response

“The rate rise of 9% is exorbitant and something the people
of Lithgow cannot afford”

The submission is noted. The 3% Special Rate Variation
(SRV) application will include permanent retention of the
existing 4.77% SRV. The proposed actual increase on
2018/19 rates will be 4.23%.

‘I am a single person with a morfgage and | don’t want
another rate increase when we just had one last year.. My
neighbour is an elderly person who owns her home and lives
on a single pension. | see her struggle and she doesn't have
any spare money fto fix things around her home or pay
someone to mow her lawns. This rafe increase will have a
significant impact on pensioners”.

The submission is noted. Under the Local Government
Act 1993, eligible pensioners are provided concessions
on their ordinary rates and domestic waste management
services charge. The cost of providing these
concessions is shared between the State Government
(55%) and local councils (45%).

“Cost cutting is not considered. Reliance on rate increases
is always the answer and too easily relied upon...

You've missed making it possible for all members of the
community to voice their concemns regarding a SRV.

You've also missed considering the sifuations of the majonity
of your community members and their ability to absorb this
increase, and so many other increases in costs that barely
enable a very basic living standard.

You've missed reference to the cost to our community of the
termination of our previous general manager, before
consulting anyone as to the pitfalls.

You've missed transparency as to those members of the
community that are being surveyed regarding Draft Plans.”

The submission is noted. The 2017-2027 Long Term
Financial Plan identified a range of measures fo
generate long-term operational efficiencies estimated at
$2.5M by the end of 2019/20 The efficiencies currently
being implemented include a service review program
and a review of a range of governance practices and
procedures. As an outcome, the Council will deliver
services based on thorough analysis of the long term
demand, need and type of faciliies that meet the
community’'s requirements and which are affordable
within the means of Council.

The Council will use an appropriate wvariety of
engagement methods to ensure community awareness
and input into the Special Rate Variation process.

* Reported to Council at the Extra Ordinary Meeting held on 29 January to consider the submission
of the application for the Special Rate Variation to IPART.

0 Submissions on the Special Rate Variation closed on 11 January 2019. 28 submissions were

received by the due date.
including 1 petition with 386 signatures on it.

A further 5 submissions were received after the cut-off date,
A summarised matrix of the submissions was

included in the report to Council on 29 January of the submissions received by 11 January for
Council consideration. The matrix was broken up into four parts:

Summary of submissions received against the Proposed SRV

Summary of submissions received — General Matters Raised

Summary of submissions received ‘in support of’ the Proposed SRV

Summary of submissions received which offer an alternative to the Proposed Special Rate

Variation.

As per the table above (summary of written submissions — Special Rate Variation reported to 25 June
meeting) an Officer's Response was recorded against all community comments. Due to the size of
the matrix, it is included as an attachment to this application for information.

In addition to the summary matrix, a redacted copy of all submissions received was provided for the
information of Council.

All correspondents were responded to during exhibition period acknowledging receipt of submissions
and informing them of the date of the Council meeting so they could attend if they wished. In addition
following the Council meeting (all submissions including those received after 11 January), received a
letter detailing the outcome of their submissions and the informing them of next steps in the process.

It is interesting to note that of the majority of the submissions received in response to the proposed
SRV, most provided a list of requests for services/issues/complaints that they felt were needed to be
addressed in the Lithgow LGA.

* Two telephone surveys undertaken by Micromex Consulting
2018 Asset Management Study Survey (July 2018)
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In 2018 Council conducted further community consultation in order to identify and inform their long-
term management/resourcing strategies for the assets of the LGA.

The Study was undertaken to identify and inform council's long-term management/resourcing
strategies for the assets of the LGA as identified in Council's “Special Rate Variation Proposal
2019/20 — Community Engagement Strategy”

“Seek to gain an understanding of the community’s satisfaction with Council assets and what the
community believes are the asset funding priorities for the future.”

Specifically the research quantitatively explored:
e Relative priority and satisfaction of key community assets.
e The level of investment residents believe should be dedicated to different community
assets, both before and after receiving an information pack.
e Understanding support for Council’s funding position in regards to key asset areas.
e Identifying any community endorsed revenue options for Council to explore in order to
address funding requirements.

This Asset Management Study consisted of a three stage methodology:

e Stage 1: Initial recruitment of 631 Lithgow LGA residents selected by means of a computer
based random selection process using Sample Pages, collection of several ‘pre’
measures.

e Stage 2: Mail-out by Council of an information pack explaining the various asset
management options.

e Stage 3: Recontact telephone interviews with 401 of the initial 631, collection of numerous
‘post’ measures.

Dashboard of Key Findings

Top Priorities
o
« Localroads-ubansealed IIQ| « Waoternstwork
f « Local Roads-ruralsealed Z§ + Footpaths
Satisfaction
Top Botiom
+ Seweragenefwork A + Localroads -urban sealed
= Community buildings “9 + Localroods - ruralsealed
- Bridges ﬁ + Foolpaths
+ Playgrounds and parks ‘ + Ruralroads-unsealed

Top ‘More’ Investment

Pre-info pack Post-info pack
n + Locolroods—urbansealed ..‘ « Stormwaler droinage
A’ + Localroads - ruralsealed A « Sealedlocal roads (both urban and rural)
_ﬁ_ « Foofpaths .& + RuralRoods -unsealed
|:;| + Waoternetwork _ﬁ_ + Footpaths

e Overall satisfaction with the performance of Council (pre-info pack): 66% at least
somewhat satisfied

e Overall satisfaction with the performance of Council (post-info pack ): 76% at least
somewhat satisfied

e Satisfaction with the quality of community assets: 80% at least somewhat satisfied

e Satisfaction with the community consultation: 91% at least somewhat satisfied
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The level of investment that residents believe Council should be dedicating to 6 of the 10
community assets significantly differed after reading the information pack. Residents were
significantly more likely to state that there should be more investment in the recontact survey for
‘stormwater drainage’, ‘rural roads — unsealed’ and ‘bridges’, but significantly less likely to state
there should be more investment in the ‘water network’, ‘footpaths’ and ‘playgrounds and parks’.

Urban stormwater drainage 21%
Buildings and public amenitites 27%

0% 20% 40% 60% 80% 100%
Somewhat supportive ®Supportive ®Very supportive

Overall, residents are supportive of investment increasing for all 3 types of services/facilities,
though support was highest for ‘transport’, with 91% of residents being at least ‘somewhat
supportive

Local roads - urban sealed [N 2%
Local roads - rural sealed [N 1%
water network [ 76%
Footpaths [ 75%
stormwater drainage [N 6%
Playgrounds and parks [ NN 63%
sewerage network [N 3%
community buildings [ NG 56%
Rural roads - unsealed [N 55
Bridges | 42
0% 25% 50% 75% 100%
‘Local roads- urban sealed’ were the council asset the largest proportion of residents consider to

be a priority (92%), followed by ‘local roads- rural sealed’ (81%). ‘Bridges’ was the council asset
the lowest proportion of residents stated was a priority for them (42%).
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|
e I -
improvements which will result in... 0
Selling off community assets such as land _ 80
and buildings that are not required to... 0
Increasing Council service charges and
p I o
ees
Increasing business, residential and _ 31%
farmland rates °

Reducing service levels across community _ 26U
services such as pubilic libraries,... 0

other [ 18%

None of these I 1%

0% 25% 50% 75% 100%

Community expectation is that Council will continue to deliver a broad range of services including:

* parks, sports grounds, playgrounds and community halls;

e libraries, arts and culture;

e community development services for children, youth, older people, people living with a disability
and Aboriginal and Torres Strait Islander People;

* public and environmental health;

* environmental sustainability projects and invasive species management;

* transport services including roads, footpaths, car parks, road safety and traffic facilities;

* husiness development, events and tourism;

* development services, such as development applications and certification;

* land use and natural environmental planning;

e stormwater and flood management;

° emergency management;

* community and council strategic planning;

e executive, communication and support service

The cost of providing all of these services raises challenges around service delivery and the
potential opportunity cost of the delivery of those services.

The surveys above show that the community expectation is for Council to be “responsive to
community needs” however, 92% of residents would support Council identifying additional
organisational improvements that result in efficiencies, and 80% would support selling off
community assets. Balancing community expectation and demand whilst delivering organisational
improvement and efficiencies is a challenge for Council.

52% of residents already accept that they need to pay directly (via rates: 31%) or indirectly (via

service charges and fees: 38%) to allow council to meet these funding requirements in order to
improve the quality of community assets.

November 2018, Special Rate Variation Telephone Survey — Micromex Consulting

401 respondents were selected by means of a computer based random selection process using the
electronic White Pages and SamplePages.

The Special Rate Variation Surveys (telephone and online) were identified in Council’'s “Special Rate
Variation Proposal 2019/20 — Community Engagement Strategy”

“Seek the community’s support or otherwise for the proposed Special Rate Variation:

1. Support for reduced service levels/No increase to rates above rate peg.

Special Variation Application Form — Part B IPART
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I E————
2. Support for improve service levels/increased rates.

e Prior to contact 62% of residents were already aware of the proposed SRV — 57% become aware
via the Council mailout (letter from the Mayor).

* 58% of residents were at least somewhat supportive of Option 2 (Maintain the Current SRV + Rate
Peg + One-off (permanent) 4.23% SRV) compared to 52% who were at least somewhat supportive
of Option 1 (Current SRV Expires + Rate Peg)

* Residents were split with regards to their preferred option, with 50% selecting Option 1 (Current
SRV Expires + Rate Peg) and 50% selecting Option 2 (Maintain the Current SRV + Rate Peg +
One-off (permanent) 4.23% SRV) as their first preference

* Primary reasons residents selected Option 1 included: ‘Council are ineffective/l do not trust they
will spend any extra money effectively’ (19%), ‘I cannot afford a rate increase/l am a pensioner’
(12%) and Option 1 ‘is the most affordable option’ (8%)

e Primary reasons for selecting Option 2 included: ‘| am supportive of services/facilities/infrastructure
being kept up to standard/improved’ (29%), ‘we cannot afford to have services/facilities/
infrastructure further deteriorate’ (7%) and ‘it is evident the City needs additional funding’ (5%)

Following completion of the telephone survey on 14 December, an online version of the survey
was made available on www.haveyoursay.lithgow.com. The survey provided an opportunity for
ratepayers who do not live in the Lithgow local government area and members of the community
who weren't contact by telephone to complete the survey. 160 rate payers completed the survey.
85% (136) of respondents chose Option 1 — Current SRV expires + rate peg as their 1st
preference with 15% (24) of respondents choosing options 2 — Maintain the current SRV + Rate
peg + one off (permanent) 4.23% SRV). When asked:

* How supportive are you of Council proceeding with Option 1? Of the 160 respondents 97 were
somewhat — very supportive and 63 were not very — not at all supportive.

* How supportive are you of Council proceeding with Option 2? Of the 160 respondents 24 were
somewhat — very supportive and 147 were very — not very — not at all supportive.

The survey results should be read in context with “Reasons for choosing this option as your
highest preference” document attached. The comments/reasons in this document are verbatim
from the complete excel report provided by Micromex Consulting. However, the information has
been collated into several key areas:

* In support of the proposed Special Rate Variation
e General comments

e Council’s financial and management capabilities
* Employment for the Local Government Area

* Employee costs

* Local economy

e CBD Revitalisation

e Pension/low income earners

e Cost of rates

e Consultation

e Transport facilities.

Community Reference Panel for Service Priorities undertaken by Martin Bass of LGNSW
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During September/October Council invited interested members of the community to participate in a
Community Reference Panel to assist in the identification of Service Priorities. 15 community
members from a broad cross-section of the local government area committed to attending three
meetings over a 6 week period at the Lithgow Council Chambers (11 & 25 September and 9 October).

In addition to a general media release calling for interested members of the community to participate,
invitations were sent out to the mailing list compiled from the 631 residents who had participated in
the initial recruitment survey for the Asset Management Study telephone survey undertaken by
Micromex Consulting in July.

The Service Priorities Community Reference Panel was identified in Council’s “Special Rate Variation
Proposal 2019/20 — Community Engagement Strategy” to:

“Seek the community’s views on Councils current and future service level priorities and levels”

Although the Community Reference Panel (CRP) was convened to discuss Service Priorities, it
became apparent that members of the panel also, wished to discuss the proposed special rate
variation. The CRP provided Council with an opportunity to educate the community on the issues
faced by Council and the need for a SRV. At the final meeting, time was allocated to allow the
members of the CRP an opportunity, to:

» provide feedback on the application of a Special Rate Variation — Yes or No.
» Discuss — reasons for / against a Special Rate Variation.
A poll around the room provided a general consensus with the need for an SRV as follows:

e As a ratepayer with multiple properties | say no. BUT, if | can see where my money is going, |
don’t care as long as it's going to the benefit of the town.

* Yes, it's not a lot of money. If spent properly and we get ‘bang for our buck’ that's fine. | feel
there should be a Works Committee for rural roads made up of rural ratepayers of the community
from all rural areas that come together to discuss rural road issues.

* Yes, as a ratepayer I'd be happy if | could see where it's going.

* Yes, rates are cheaper here than in other Council areas in real terms and we will see good
development happen.

* Yes for worthwhile projects that benefit the community.

* Yes, happy to retain current SRV (4.77%) UNTIL Council can show their improvements — best
practice. There will be rural push back if people can’t see it in their areas.

* Yes, in principle, although I'd love to see the projects for this with or without the SRV.

* Wavering — | think there will be resistance. Some people in the community will have difficulty
understanding the concept of what they will be getting. Understanding how is that increase going
to serve the bigger picture.

* Yes, one of the issues in that we need to understand what work is done. We need to be clear
about what's happening.

* Yes, its been pointed out, its less than a cup of coffee.
* Yes, its need to be able to get things done.

Monitoring of social media and responding to community questions/comments. — All of Council's
media releases are placed on the Lithgow Council Facebook page. The information was shared to
other local social media and personal facebook pages ensuring the message received a wider
coverage of the community. Where possible, Council monitored public comment and, on
@LithgowCityCouncil comments/questions were responded to.
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The proposed Special Rate Variation and the opportunity for community feedback was reported in the
local newspapers (Village Voice and Lithgow Mercury).

e —————— ==

PRESTIGOUS COUNGIL'S PROPOSED WORKS
POSTING FOR PROGRAM FOR 2019/20 REVEALED

Council staff in the Administration Centre (Customer Service) and Lithgow, Wallerawang and Portland
Libraries were provided with training to assist residents with questions regarding the proposal for an
SRV and accessing the Rates Calculator.

During the exhibition period (27 November — 11 January) Staff in Council’s Customer Service Centre
reported that they experienced a steady volume of calls/visits from members of the community who
required clarification on the proposal or to identify the impact of the proposed SRV on their rates and
were able to assist.

* In December, once the letter from the Mayor to ratepayers was received by the community, it is
estimated that approximately 20 calls/counter enquiries were experienced per day for the first
week, then it slowed to around 10 per day for the second week and then 5 or less per day in the
lead-up to Christmas. Enquiries mainly consisted of:

= people wanting to know what the SRV was about;
= why council was looking for more money when they already pay so much in rates; and

= why roads aren’t being fixed
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5 Assessment criterion 3: Impact on ratepayers

Criterion 3 in the Guidelines is:

The impact on affected ratepayers must be reasonable, having regard to both the current rate
levels, existing ratepayer base and the proposed purpose of the variation. The Delivery Program
and Long Term Financial Plan should:

* 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 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 proposed
special variation. We also review how the council has assessed whether the proposed rate rises are
affordable, having regard to the community’s capacity and willingness to pay.

5.1 Impact on rates

Much of the quantitative information we need on the impact of the proposed special variation on 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, and how this was communicated to the
community. 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 (eg, receipt of new
valuations) in the rating structure.

The consultation process, calculator and material produced by Council projected for the Community
the impact of the different rating revenue under the SRV scenario.

The Council does not propose any change to the current rating structure for the SRV scenario. The
current rating structure would also continue to apply if the special variation is not approved. It is
proposed that the SRV increase will not be applied differentially among categories of ratepayers.

The 2018/19 rating structure is outlined in the following table which is an extract from our combined
2017-2021 Delivery Program and 2018/19 Operational Plan:
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Residential

Base Amount Ad Valorem

(5) Amount
(cin the §)

Lithgow (Including
Strathlone, Littleton

and Marrangaroo) 292 0.593342 442140
Wallerawang 255 0460839 488,787
Portland 249 0441131 467.879
Lidsdale 292 0440290 92,984
General 205 0.329205 1.748521

Intense Use 380 0.291753 191,924
Farmiland 380 0.291753 1,644,282

Lithgow an 2360504 1,530,133
Wallerawang an 1.480240 110,886
Portland an 1.140570 41,991
Lidsdale 278 1.860042 7,926
General 278 0401001 170,174

Coal Mines 10,048 0.953514 2085933
Total Estimated Yield 13,002,882
5.1.1 Minimum Rates
The proposed special variation may affect ordinary rates, special rates and/or minimum rates.

For minimum rate increases, a council must seek approval via an instrument when it:

¥ proposes to increase its minimum rates above the statutory limit for the first time with or without
increasing its general income above the rate peg limit;

v itis already imposing an ordinary minimum rate above the statutory limit and it seeks to increase
that rate by more than the rate peg or the percentage allowed by a special variation; or

v

is seeking to increase the minimum amount of its special rates above the statutory limit.

Under these scenarios, where the council is also proposing a special variation in the same rating
year, it may submit a combined special variation and minimum rate application.

Complete this section if the council is seeking approval to increase the minimum amount of an
ordinary rate or special rate via an instrument as outlined above.

Does the council have an ordinary rate subject to a minimum  Yes [] No [X]
amount?
Does the council propose to increase the minimum amount of  Yes [] No [X]

its ordinary rates above the statutory limit for the first time?
Which rates will the increases apply to? Residential [ ] Business [ ] Farmland []
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Does the council propose to increase the minimum amount of its ordinary rate/s by:
e The rate peg percentage []
e The special variation percentage [ ]
e Adifferent amount [] indicate this amount (%) (%)
What will the minimum amount of the ordinary rate/s be after the proposed increase? $

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

What will the minimum amount of the special rate be after the proposed increase? $

IPART will assess applications for minimum rates above the statutory limit against the following set of
criteria (in addition to any other matters which IPART considers relevant):

v the rationale for increasing minimum rates above the statutory amount,

v the impact on ratepayers, including the level of the proposed minimum rates and the number and
proportion of ratepayers that will be on the minimum rates, by rating category or sub-category, and

¥ the consultation the council has undertaken to obtain the community’s views on the proposal.

See the separate Minimum Rate Application Form Part B for more detail on how IPART will assess
applications against each of these criteria. It is the council's responsibility to provide enough
evidence in its application to justify the increase. Where applicable, councils should make reference to
the relevant parts of its Integrated Planning and Reporting documentation to demonstrate how the
criteria have been met.

The council must explain how the proposed special variation will apply to the minimum amount 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 (refer to Part A of the application as necessary).

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.

N/A

It is not necessary for a council to apply to IPART for an increase in minimum rates when the council:

¥ is seeking to increase its ordinary minimum rates to any level at or below the statutory limit (even
if the increase is by more than the rate peg); or

¥ has previously had an increase to its ordinary minimum rate above the statutory limit approved
by IPART, and is seeking further increases by the rate peg or the percentage applied for in a
special variation application (see section 548(4) and (5) of the Act).

Complete this section for information only if the proposed increase to the minimum amount is not
above the statutory limit or if above the statutory limit, the council has previously been granted
approval for an increase above the statutory limit (see section 548(4) and (5) of the Act).

Does the council have ordinary rates subject to a minimum Yes [] No []

amount?

Which ordinary rate will the proposed increase Residential (]  Business [] Farmland []
apply to?
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Does the council propose to increase the minimum amount of its ordinary rate/s by:
e The rate peg percentage []
e The special variation percentage [ ]
e Adifferent amount [] Indicate this amount (%) (%)
What will the minimum amount of the ordinary rate/s be after the proposed increase? $

Where the minimum rate increase is proposed without a corresponding variation to ordinary rates, a
separate Minimum Rate application is required. See the separate Minimum Rate Application Forms
Part A and Part B for 2019-20.

5.2 Consideration of affordability and the community’s capacity and
willingness to pay

The council is required to provide evidence through its IP&R processes, and in its application, of how
it assessed the community’s capacity and willingness to pay the proposed 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.

Community’s Capacity to Pay

Lithgow City Council recognises that rate payers in the Lithgow local government area may, at times,
experience difficulty paying rates and annual charges, irrespective of their income. Council has a
financial hardship policy in place to provide assistance and support to community members who are
experiencing financial stress and are unable pay their rates and charges on time.

In considering the community’s capacity to pay a Special Rate Variation, Council has thoroughly
researched its community’s level of socio-economic disadvantage, its rating structure compared with
neighbouring Councils, ratepayer income levels and changes in land values.

Lithgow Council's SEIFA indexes indicate that the Lithgow LGA is more socio-economically
disadvantaged than neighbouring council’s, as indicated in the table below:

Local Government Area | Index of Relative Socio- | Index of Relative Socio-
economic Advantage & | economic Disadvantage
Disadvantage

Score Decile Score Decile
Lithgow 908 2 923 2
Blue Mountains 1042 9 1045 9
Bathurst 973 7 986 6
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Oberon 951 969

5
5

5
Mid-Western 942 4 960

The only other central west local government area with a similar SEIFA Index of Relative Socio-
economic Advantage & Disadvantage score is Cowra (score 910, decile 2).

From the OLG Time Series Data 2016-17, Lithgow council’'s average residential rates are
comparatively higher than other Central West Group 4 councils (Lithgow's average residential rates
include sewer access charges). Average rates for business and farmland are at the lower end
compared with neighbouring councils. Average mining rates are not comparable due to the low
number of rating assessments. Lithgow Council’'s 2016-17 average rates (as per the Time Series
calculation method of total rating revenue divided by the number of assessments) are summarised in
the table below:

Rating Category Average Rate
Residential $1,406.92
Business $3,520.66
Farmland $1,350.67
Mining $156,307.69

Also from the OLG Time Series Data 2016-17, the 2015 taxable income in the Lithgow Council LGA
($56,849) is the highest of the Central West Group 4 Councils.

Median residential land values have been relatively stable (below $100,000) for the past 5 years, as
shown in the chart below (reference 2017 Valuer-General land value summaries).

Median land values and sale prices

£200.000

$100.000

- & ® —@ ®

(5]

2013 2014 2012 2016 2017

=@~ Land valuz == Sale price

The ratio of outstanding rates and annual charges in the 2016-17 financial years was 5.8%. This
amount is below the average of 6.07% in the ten areas including Lithgow and its surrounding regions.
This demonstrates that Lithgow LGA residents are not experiencing a greater inability to meet the
costs of rates and annual charges, than residents in surrounding areas.

Council has taken into consideration, information on the income of community members in order to
assess the capacity of rate payers to pay the increase in rates. Analysis of individual income levels in
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Lithgow City in 2016 compared to Regional NSW shows that there was a similar proportion of people
earning a high income (those earning $1,750 per week or more) and a higher proportion of people
earning a low income (those earning less than $500 per week).

counc" Rates and Annual A
The councils listed are those that continued |charges Outstanding| D2t S67VI% COVET | 1 bt Service Ratio | (25" EXPense Cover
operations and reported for the financial year (%) Ratio Ratio
1 July 2016 to 30 June 2017
Bathurst Regional 5.7 41 5.5 10.0
Blayney 22 211 17 15.7
Blue Mountains 3.4 26 83 44
Hawkesbury 5.5 115 17 89
Lithgow 5.8 5.4 5.8 9.1
Mid-Western Regional 3.4 87 41 16.7
Oberon 7.7 12.1 3.3 118
Orange 5.7 6.9 45 13.6
Parkes 6.4 48 7.2 13.8
Richmond Valley 14.9 5.0 6.7 6.9

Lithgow LGA has a greater number of social housing properties on average, to assist people who are
experiencing financial hardship. Lithgow City Council recognises that ratepayers may at times
experience difficulty paying rates and annual charges, irrespective of their income and the following
measures have been put in place to assist ratepayers in assessing the impact of the SRV on them
and to provide assistance to those in need (see pages 29-31 of the LTFP):

1. A web-based rates calculator tool was developed and made available on
www.haveyoursay.lithgow.com for ratepayers to compare their rates under the “no SRV” and
“SRV” scenarios, based on their land valuation.

2. Council's Financial Hardship Policy (Policy 8.6 — available for viewing on
www.council.lithgow.com and www.haveyoursay.lithgow.com) provides assistance and
support to community members who are experiencing financial stress and are unable to cover
the costs of rates and annual charges. This policy is also promoted through Council's weekly
eNewsletter — Council Connections.

3. Council is committed to working with ratepayers experiencing financial hardship to agree on
affordable payment plans.

In summary, Council has recognised its relative socio-economic disadvantage by limiting the proposal
to retain the current 4.77% SRV plus an additional Special Rate Variation of 4.23% increase (plus rate
peg) thereby seeking only a one-off, single year increase of 9% which does not expire. In 2019/20,
the total SRV increase will be 11.7% (inclusive of the 2.7% rate peg).

Community’s Willingness to pay

Council developed a web-based rates calculator tool (available on www.haveyoursay.lithgow.com)
that ratepayers can use to compare their rates under the “no SRV” and “SRV” scenarios, based on
their land valuation. In addition a table detailing the impact of options on average rates and revenue
was promoted in fact sheets, detailed in a media release (The Proposed Special Rate Variation — Has

IPART Special Variation Application Form — Part B


http://www.council.lithgow.com/
http://www.haveyoursay.lithgow.com/

Council considered the community’s capacity to pay? 7 Dec 2018) and in the Letter from the Mayor
sent to all Council ratepayers. The SRV will be evenly applied across all rating categories as per the
example below.

Impact on Average Rate Average Rate 2018/19 Average Rate 2019/20 Variance per annum Variance p.a. %
RESIDENTIAL RATES

Scenario 1: $ 763.00 | § 747.00 |- 16.00 -2.1%
Scenario 2: s 763.00 | S 815.00 | § 52.00 6.8%
BUSIMESS RATES

Scenario 1: $ 3,950.00 | 3,868.00 |-$ 82.00 -2.1%
Scenario 2: S 3,950.00 | $ 4,225.00 | & 275.00 7.0%
FARMLAND RATES

Scenario 1: $ 1,439.00 | $ 1,410.00 |-$ 29.00 -2.0%
Scenario 2: S 1,439.00 | $ 1,539.00 | § 100.00 6.9%
MINING RATES

Scenario 1: $ 160,461.00 | $ 157,139.00 |-$ 3,322.00 -2.1%
Scenario 2: s 160,461.00 | S 171,581.00 | $ 11,120.00 6.9%

Micromex Research were engaged to undertake a large scale community research project in July
2018 which included a community survey and report on findings. The survey was conducted using a
three stage methodology, commencing with a computer based random selection process and
telephone recruitment of 631 residents residing in the Lithgow local government area. This initial
recruitment survey included a number of pre-measures to ensure that participants were representative
of the community and to gain their initial understanding of the proposed Special Rate Variation. A
document, Investing in our Future (Asset Study Survey Information Pack) was mailed out to all survey
participants.  The information pack explained the various asset management options being
considered by Council. In the third stage, Micromex Research conducted telephone interviews with
401 of the initial 631 community residents contacted.

In summary, findings from the survey demonstrate that there are high levels of support for Council to
increase investment in order to achieve better outcomes in regards to the quality of assets. Results
from the survey demonstrate that half of Lithgow LGA residents accept that they need to pay more,
either indirectly via rates or directly via service fees and charges, in order for Council to have the
required funding to increase investment in community assets.

The diagram below demonstrates responses to the question regarding Council services funding
options.
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eferred Fundmg Options

s with ageing infrastructure. which of the following revenue options would you support Council

Identifying additional organisational improvements which will resultin i
efficiencies 92%
Selling off community assets such as land and buildings that are not
required to provide key services or those community assets which are _ 80%
duplicated across the Shire
Increasing Council sendce charges and fees _ 38%
Increasing business, residential and farmland rates _ 31% ‘
Reducing service levels across community senices such as public
libraries, swimming pools, community events, environmental programs _ 26%

and community financial assistance programs

None of these I 1%

The responses show that 52% of residents already accept that they need to pay directly (via rates —
31%) or indirectly (via service charges and fees — 38%) to allow council to meet these funding
requirements in order to improve the quality of community assets.

During September/October Council invited interested members of the community to participate in a
Community Reference Panel to assist in the identification of Service Priorities. 15 community
members from a broad cross-section of the local government area committed to attending three
meetings over a 6 week period at the Lithgow Council Chambers (11 & 25 September and 9 October).

Although the Community Reference Panel (CRP) was convened to discuss Service Priorities, it
became apparent that members of the panel also, wished to discuss the proposed special rate
variation. The CRP provided Council with an opportunity to educate the community on the issues
faced by Council and the need for a SRV. At the final meeting, time was allocated to allow the

members of the CRP an opportunity, to:
» provide feedback on the application of a Special Rate Variation — Yes or No.
» Discuss — reasons for / against a Special Rate Variation.

A poll around the room provided a general consensus with the need for an SRV as follows:

* As a ratepayer with multiple properties | say no. BUT, if | can see where my money is going, |
don’t care as long as it's going to the benefit of the town.

¢ Yes, its not a lot of money. If spent properly and we get ‘bang for our buck’ that’s fine. | feel there
should be a Works Committee for rural roads made up of rural ratepayers of the community from
all rural areas that come together to discuss rural road issues.

e Yes, as a ratepayer I'd be happy if | could see where it's going.

* Yes, rates are cheaper here than in other Council areas in real terms and we will see good
development happen.

« Yes for worthwhile projects that benefit the community.

* Yes, happy to retain current SRV (4.77%) UNTIL Council can show their improvements — best
practice. There will be rural push back if people can’t see it in their areas.

e Yes, in principle, although I'd love to see the projects for this with or without the SRV.

e Wavering — | think there will be resistance. Some people in the community will have difficulty
understanding the concept of what they will be getting. Understanding how is that increase going
to serve the bigger picture.
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* Yes, one of the issues in that we need to understand what work is done. We need to be clear
about what's happening.

* Yes, it's been pointed out; it's less than a cup of coffee.

* Yes, it's needed to be able to get things done.

Meeting notes from the three CRP meetings are included in the attachments.

November 2018, Special Rate Variation Telephone Survey — Micromex Consulting

401 respondents were selected by means of a computer based random selection process using the
electronic White Pages and SamplePages.

e Prior to contact 62% of residents were already aware of the proposed SRV — 57% become
aware via the Council mailout (letter from the Mayor).

e 58% of residents were at least somewhat supportive of Option 2 (Maintain the Current SRV +
Rate Peg + One-off (permanent) 4.23% SRV) compared to 52% who were at least somewhat
supportive of Option 1 (Current SRV Expires + Rate Peg)

e Residents were split with regards to their preferred option, with 50% selecting Option 1
(Current SRV Expires + Rate Peg) and 50% selecting Option 2 (Maintain the Current SRV +
Rate Peg + One-off (permanent) 4.23% SRV) as their first preference

e Primary reasons residents selected Option 1 included: ‘Council are ineffective/l do not trust
they will spend any extra money effectively’ (19%), ‘I cannot afford a rate increase/l am a
pensioner’ (12%) and Option 1 ‘is the most affordable option’ (8%)

e Primary reasons for selecting Option 2 included: ‘I am supportive of
services/facilities/infrastructure being kept up to standard/improved’ (29%), ‘we cannot afford
to have services/facilities/ infrastructure further deteriorate’ (7%) and ‘it is evident the City
needs additional funding’ (5%)

Following completion of the telephone survey on 14 December, an online version of the survey was
made available on www.haveyoursay.lithgow.com. The survey provided an opportunity for ratepayers
who do not live in the Lithgow local government area and members of the community who weren’t
contact by telephone to complete the survey. 160 rate payers completed the survey. 85% (136) of
respondents chose Option 1 — Current SRV expires + rate peg as their 1st preference with 15% (24)
of respondents choosing options 2 — Maintain the current SRV + Rate peg + one off (permanent)
4.23% SRV). When asked:

e How supportive are you of Council proceeding with Option 1? Of the 160 respondents 97 were
somewhat — very supportive and 63 were not very — not at all supportive.

e How supportive are you of Council proceeding with Option 2? Of the 160 respondents 24 were
somewhat — very supportive and 147 were very — not very — not at all supportive.

Special Rate Variation - Reasons for choosing option 1 or 2 as your highest preference report ((Q3b
of online survey). The comments/reasons in this document are verbatim from the complete excel
report provided by Micromex Consulting. However, the information has been collated into several key
areas:

» In support of the proposed Special Rate Variation
* General comments

e Council’s financial and management capabilities
¢ Employment for the Local Government Area

e Employee costs

e Local economy

Special Variation Application Form — Part B IPART

23



24

I  E——
» CBD Reuvitalisation

» Pension/low income earners

» Cost of rates

» Consultation

« Transport facilities.

5.3 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? YesX No[]
If Yes, is an interest charge applied to late rate payments? Yes X Nol[]

Does the council propose to introduce any measures to reduce the impact  Yes[] No[X
of the proposed special variation on specific groups in the community?

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

Lithgow City Council recognises that at times ratepayers may experience difficulty in paying their rates
and charges. The Council has a Hardship Policy in place to provide assistance to those ratepayers
and is committed to working with such ratepayers to agree on affordable payment plans.

The objective of Council’s Hardship Policy is “To provide assistance to ratepayers suffering financial
hardship, with outstanding debts due to council and to provide an administration process to determine
applications promptly.

A debtor who cannot pay a debt due to Council for the reason of financial hardship can apply for
assistance at any time. Each individual case [is] considered on its merits. The criteria for assessment

includes but, is not limited to:
e The amount of any rate increase when compared to the average rate increase for the rate
category
e Income from all sources
e Living expenses
e Reason for financial hardship
e Length of occupancy

The assistance provided is determined under the legal requirements of the Local Government Act
1993 (LGA). The following sections of the LGA give Council the authority necessary to provide
assistance:
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Section 601 LGA 1993

Any ratepayer who incurs a rate increase in the first year following a revaluation of land values can
apply to Council for rate relief if the increase in the amount of rates payable would cause them
substantial hardship.

Council has discretion to waive, reduce or defer the payment of the whole or any part of the increase
in the amount of the rate payable. Council can set the period of time for when applications can be
made under this Section.

Applications under Section 601 LGA 1993 must be made during the first year a new land value is
used for rating purposes. Where an application is made in the first year, an application can also be
made in subsequent years of the valuation base date.

Section 582 LGA 1993

Council can provide assistance to pensioners under this Section. Council may defer payment of all or
part of the rates and charges payable after rebates have been deducted.

Sections 564 and 567 LGA 1993

Council can enter into payment agreements with rate payers, who cannot meet their normal
instalment payments as provided by the LGA 1993.

e Council will provide an application form for the purpose of applying for assistance. The
Hardship Committee will review the application and recommend to the Chief Financial
Information Officer (CFIO) any offer of assistance as provided by the Local Government Act
1993 having regard to the circumstances of the applicant

e The CFIO can approve or not approve the Committee's recommendation

e The ratepayer will be informed of Council's decision in writing and if not satisfied with the
outcome can request the Council to reconsider its decision

e After the Council considers the application and makes a decision the ratepayer has no further
right to appeal.

Delegated Officers of Council can enter into payment agreements with ratepayers (Sections 564 and
567 LGA 1993).

Accrued interest on rates and charges may be written off where payment of the accrued interest
would cause the person hardship. The Hardship Committee may request the ratepayer to come to an
interview if it is necessary to understand the issues causing hardship.”

Council also provides concession on rates and charges for eligible pensioners. 20% of Lithgow City
Council ratepayers receive a pensioner concession on their rates. Section 575 of the Local
Government Act 1993 outlines the level of concession available to pensioners as follows:

“Rebates are available to eligible pensioners who are solely or jointly liable for the payment of rates
and charges. The pensioner must occupy the dwelling as their sole or principal place of living. The
rebates are as follows:
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e 50% of the combined ordinary rates and domestic waste management charge up to a
maximum rebate of $250.00.

e 50% of water charges up to a maximum rebate of $87.50.

e 50% of sewerage charges up to a maximum rebate of $87.50

The pensioner rebate must be applied against the rate assessment or water billing account in the
name of the ratepayer and not a Body Corporate or a Company, except where it is allowed by special
agreement. The special agreement would cover circumstances such as where an applicant is the
sole shareholder of the company that owns the property and the property is used as the applicant’s
principal place of residence. The application must be approved by the General Manager.”

Office of Local Government Debt Management & Hardship Guidelines

Council has also reviewed the Office of Local Government Debt Management and Hardship
Guidelines Section 23A of the Local Government Act 1993 (November 2018). The objective of the
Guidelines is to “...assist councils to develop policies and procedures that provide for:

e Efficient and effective collection of council rates, charges and outstanding debt

e Contemporary and flexible options to collect money from ratepayers

e Fair and equitable treatment of ratepayers, including those facing hardship

e How to identify and work with ratepayers in hardship when collecting money

e Reduced use of expensive court processes to recover debts

e Improved financial sustainability of councils, including performance in managing
outstanding rates and charges, and

e Compliance with legislative requirements, including the Local Government Act and privacy
laws.”

Council currently provides the following payment options for ratepayers:

e Electronic billing and payments

e Periodic payments

e Direct debit
Council is currently liaising with Centrelink regarding enabling Centrepay so that pensioners and
ratepayers on employment benefits can make regular payments directly from their Centrelink Benefit.

Council's Hardship Policy is not referenced in the council’'s IP&R documents, however, the policy is
publicised on the Council’'s website.
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6 Assessment criterion 4: Public exhibition of
relevant IP&R documents

Criterion 4 in the Guidelines is:

The relevant IP&R documents must be exhibited (where required), approved and adopted by the
council before the council applies to IPART for a special variation to its general revenue.

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.2

You should also include extracts from council minutes as evidence that the documents were adopted.

The council is reminded that the Community Strategic Plan and Delivery Program (if amended),
require public exhibition for at least 28 days prior to adoption. Amendments to the Long Term
Financial Plan and Asset Management Plan do not require public exhibition.3 However, it would be
expected that the Long Term Financial Plan would be posted, in a prominent location, on the council’s
website.

On 6 December 2016, Council received a ‘Notice of intention to issue a Performance Improvement
Order to Lithgow City Council under Section 438A of the Local Government Act 1993” from the, then
Minister for Local Government, the Hon. Paul Toole, MP.

In response, Council engaged the services of specialist consultants, Morrison Low to develop a
Performance Improvement Plan that would position Council for a sustainable future by:

* Reviewing and developing Council's Long Term Financial Plan (LTFP) to incorporate a Fit for the
Future Improvement Plan and strategies.

* Reviewing Council's Asset Management Plan and Special Schedule 7.

* Preparing a Financial Management Maturity Assessment to understand Council's Financial

Management Maturity Status and developing an Improvement Plan with specific priority actions.
This work was completed as part of Council’s Integrated Planning and Reporting Framework (IPR).
The work undertaken by Morrison Low to position Council for a sustainable future provides a range of
long term benefits and value for Council and the community in the form of:

e A robust financial plan with improvement options for longer term sustainability.

e An opportunity for Council to provide improved services to the community.

e Good practice financial management governance, procedures and process.

o It satisfies the additional Integrated Planning and Reporting requirement for the Asset
Management Plan and asset service levels.

o Building confidence in the community that Council is financially sustainable to deliver on the
Community Strategic Plan outcomes, key programs and projects.
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e Meeting all statutory obligations and being in a position to maintain stewardship of the community’s
resources.

e Ensuring transparent annual planning and quarterly reporting processes through the IPR
Framework which shows the implementation of the Performance Improvement Plan.

Council considered a range of options and settled on three scenarios or options. The options
considered in developing this LTFP were:

* Scenario 1 — Base case

This is the base case and represents the continuation of ‘as is’ without applying a range of
improvement strategies and without the addition of extra asset renewal expenditure to ensure the
FFTF asset ratios are achieved. This includes the loss of revenue when the existing SRV for an
infrastructure levy ceases in 2019.

» Scenario 2 — Base case with improvements

This takes the base case and adjusts the financial projections based on a number of improvement
opportunities that have been identified. With the improvements proposed, Council is able to meet the
operating performance ratio for the consolidated entity under this scenario but does not have
sufficient funds for asset renewal nor to clear the infrastructure backlog. This means that Council is
not Fit for the Future in Scenario 2.

* Scenario 3 — Sustainable assets

This takes the revised financial projections in Scenario 2 but also provided for a new SRV of 9% in
2019/20. This represents the continuation of the existing 4.77% SRV (Infrastructure Levy) when it
ceases on the assumption that a new permanent SRV of the same amount will be applied for and
approved commencing in 2019/20. It also includes an additional 4.23% above the current rates
charged to residents to provide extra financial capacity so that Council is able to meet the financial
sustainability ratios. Scenario 3 also includes significant, additional, asset renewal expenditure over
ten years to ensure that the asset benchmarks are met or trending toward meeting the ratios during
the term of the LTFP for the general fund.

This scenario enables Council to become financially sustainable.

The 2017-2021 Long Term Financial Plan developed by Morrison Low was adopted for exhibition as
part of Council’s Integrated Planning and Reporting Framework at the Extra Ordinary Meeting held on
15 May 2017. On page 10 of the report to Council it was noted that:

“The Long Term Financial Plan indicates that in order for Council to remain sustainable, it will be
necessary to seek a Special Rate Variation (SRV) following cessation of the current SRV in 2019.”
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ITEM 1 CORP - 15/05/17 - INTEGRATED PLANNING AND REPORTING
FRAMEWORK

PROCEDURAL MOTION
THAT Council move into the committee of the whole
MOVED: Councillor R Thompson ‘SECONDED: Councillor W McAndrew.

CARRIED

RECOMMENDATION

THAT

1. The Integrated Planning and Reporting Framework suite of documents be
placed on public exhibition for a minimum of 28 days. This will include the
following documents:
a.  The Draft Community Stralegic Plan 2030
b. The combined Draft Delivery Program 2017/18 - 2020/21 and Draft

Operational Plan 2017/18 and the Draft Fees and Charges 2017/18

c. The Draft Strategic Asset Management Plan
d. The Draft Long Term Financial Plan
©.  The Draft Workforce Plan

2. The research reports received from Micromex Research be endorsed and
placed on Council's website as part of the community engagement process.

3. The closing date for submissions be Monday 12 June 2017,

MOVED: Councillor R Thompson SECONDED: Councillor W McAndrew

PROCEDURAL MOTION
THAT Council move back into open Council
MOVED: Councillor R Thompson ‘SECONDED: Counciller W McAndrew.

CARRIED

Council received 7 submissions for consideration prior to the adoption of the Integrated Planning and
Reporting Framework. All were in response to the Combined Delivery Program 2017-21 and 2017/18
Operational Plan. There were no submissions for/against the Special Rate Variation scenarios as
outlined in the 2017-2027 Long Term Financial Plan.

On 23 April 2018, Council resolved to adopt the Draft Combined 2017-21 Delivery Program and
2018/19 Operational Plan for exhibition. The Message from the Mayor (p4) and page 15, Proposed
Special Rate Variation outlined Council’s intention to apply for a Special Rate Variation in 2019/20.
The report to the Council meeting on 23 April included details of the proposed Special Rate Variation
(pp 6-7) as follows

Proposed Special Rate Variation

On 26 June 2017, the Council adopted the Long Term Financial Plan (LTFP) 2017-2026 (Minute No.
17-194) which is available for viewing on Councils website. The LTFP included “Scenario 3 —
Sustainable Assets” which proposed the continuation of the existing Special Rate Variation (SRV)
“when it ceases on the assumption that a new permanent SRV of the same amount will be applied for
and approved” (LTFP - p25).

The purpose of the proposed SRV is to improve financial sustainability, to fund infrastructure renewals
and to fund asset maintenance. The proposed SRV will enable the Council to meet all Fit for the
Future ratios during the term of the LTFP.

The following are key considerations in the Council’'s decision to prepare a Special Rate Variation
application:

» The Council has implemented a range of improvement initiatives to more accurately reflect the
council’s true financial position and to also demonstrate council’s commitment to generate ongoing
operational efficiencies;

e The Council is continuing to look for further improvements to reduce the reliance on extra rating
revenue;

» The Council is committed to an extensive process to engage with the community to explain the
reasons for seeking approval for an SRV. The community will be consulted in setting affordable
levels of service, related asset planning, the impact of the SRV on rates and the alternative option
to an SRV (i.e. further service reductions).

The proposed SRV represents the continuation of the existing 4.77% SRV together with a further
4.23% to ensure Council becomes financially sustainable by meeting all of the Fit for the Future
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benchmarks by the end of the LTFP period. The impact of the proposed SRV on rates is summarised
in the table below:

Table 1: Proposed SRV Impact on Rates

ANNUAL RATE INCREASE (%) 2019720 2020721 2020/22
Rate Peg (estimate) 2.5% 25% 2.5%
Additional Special Rate Variation 6.5%
Total Annual Increase 9.0% 2.5% 2.5%
* Expining Special Rate Variation -471%
Net Impact on Rates 4.23% 2.5% 2.5%

* If there was no additional Special Rate Variation in 2019/20, ratepayers would experience a 4.77% decrease
in rates, then the rate peg would be applied.

As detailed in the adopted LTFP, without an SRV the Council “is not able to generate an operating
surplus nor achieve the Operating Performance Ratio. The backlog ratio has not improved
significantly and does not achieve the target.” (LTFP Scenario 2 — p23). Operating costs are rising
faster than the Council’s ability to generate operating revenue. The only alternative to an SRV
application is to make further cuts to services to deliver a balanced operating result (before capital),
consistent with Fit for the Future requirements.

ITEM-14 P&S - 23/04/18 - COMBINED DELIVERY PROGRAM 2017-21 AND
DRAFT OPERATIONAL PLAN 2018-19

18-96 RESOLVED

THAT:

1 The combined Delivery Program 2017-2021 and Draft Operational Plan 2018/19

be placed on public exhibition for a minimum of 28 days. This will include the

following documents:

a.  The combined Delivery Program 20172021 and Draft Operational Plan
2018/19.

b.  Draft Fees and Charges 2018/19

The closing date for submissions is Monday 21 May 2018

Council confirm Long Term Financial Plan Scenario 3 as its preferred option for

financial sustainability and notify the Independent Pricing and Regulatory

Authority (IPART) of its intention to prepare an Application for a Special Variation

based on the table below.

i

SRV Information Proposed Application
Type of Special Rale Variation | Application under Section 508(2) of the NSW
Local Government Act - being an increase in a

single year.
Percentage increase 9% in 2019/20 (to replace the expiring 4.77% SRV
in 2019/20).
Permanent or temporary A permanent increase which is retained within the
increase rate base.
Purpose of the Special Rale Primary purposes (based on IPART categories):
Variation . in financial and

« Reductions in backlogs for asset
maintenance and renewal.

4. Council staff prepare an Application for a Special Rate Variation and submit the
draft application for endorsement prior to the 2018/19 SRV deadline

MOVED: Councillor W McAndrew SECONDED: Councillor S Ring.

CARRIED UNANIMOUSLY

During the exhibition period, Council received three submissions against the proposed Special Rate
Variation, all of which were reported to the Council meeting held on 25 June 2018 for information.
Each of these submissions were responded to as part of Council’'s community engagement process.

On 26 November 2018, Council resolved to notify IPART of its intent to apply for a Special Rate
Variation.
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ITEM-27 PRS - 26M1ME - SPECIAL RATE VARIATION NOTIFICATION OF
INTENTION T IFART

MOTION

THAT

1. ‘Council motify the NSW Indepandent Regulatory and Pricing Tribunal of its intention to
lotiged &N Apphoafen Under Seotian S08(Z) of the NSW Local Govamment Act far @
parmanent 5% incroase in 201920 (o roplacs the expiving 4.77% Specal Rabe
‘Variation in 3018r20) for the primary purposes (based on IPART categories) of:
A, Impeavarnants in financal sustainabiity; and
b. Reduciion in backiogs for aszet maintenance and rencval.

7. The fellowing documants be placed an public sxhibion Tor o ririrum of 28 days
This wil include the folowing documents:
5. Supplmantary combined Dulivery Program 2017= 2021 and Cpaembanal Plan

20819,

b. 2015-2028 Long Term Financial Fan
2. Suppleeantary 3017-2021 Weskdares Flan
o, 2008-2028 Strategic Asset Managemant Plsn

3. The closing date for subrmissions is Friday 11 Januany 2019,

MOVED: Cauncilior © Coleman SECONDED: Councilior D Goodsall

AMENDMENT

THAT
1. Tha felloving decumants be placed on public exhitiion for a minimum of 28 days.
This vl inchude The folowing decumants:
a mmmdmmmnmml?—mi and Operaticnal Plan
1811
b, 2009-3020 Lang Term Finansial Plar
. Bupplermantafy 2017-2021 Werkfonss Plan
4. 2018-2028 Strabegic Asset Managemant Plan
2. The closing date for subrmissions is Friday 11 Janusny 2019,

MOVED: Councils 5 Lesslo SECONDED: Counsile:

The dsrs redreaed s withelrmam by Couneiller Lassbe

18 = 352 RESOLVED

THAT

1. Council notify the NEW independent Reguiatory and Pricing Tribunal of its intention 1o
latige an appleation under Soctian SO8(Z) of the NSV Loeal Govenment Azt far &
permanent $% increase in 201920 {lo replace the expiring 4.77% Specal Rabe
“Variatian in 201920) for the primary purposes (based on IPART cabegories) of;
a.  Imrprovements in finencial sustainabikty. and
b, Recuction in backiogs far B5set MAINSENAnce and renewal,

2. Tha fcllowing documents be placed on public echibition far a minirum of 28 days.
Thiis willlinclude the fallowing documents:
2, Supplementary combined Delivery Program 2017= 2021 and Operational Flan
201813,
b, 20192029 Long Tern Financial Plan
¢ Supplementary 2017-2021 Weakforce Plan
d. 20182008 Strategic Asset Managament Plan
3. The closing date for submissians is Fricay 11 January 2019,

MOVED: Councilior & Coleman SECONDED: Counciler [ Goodsell
CARRIED = Unanimaushy

FOR

Councllor W McArediew
Coungillor C Colerman
Coundlior D Goodsell
Councilor D Goodwin
Counllor & Lesshie
Coumcilor 5 Ring
Coungllor J Smith
Councllor M Statham

AGAINET
HIL

As part of this process the following documents which form the Integrated Planning and Reporting
Framework were adopted for exhibition:

e Supplementary Combined 2017-21 Delivery Program and 2018/19 Operational Plan —Pages 4
and 15 were amended.

Message from the Mayor — Our Place, Our Future (p4)
| am pleased to present to you the Supplementary Combined Delivery Program 2017/18 — 2020/21
and Operational Plan 2018/19.

This supplementary version of the Combined Delivery Program 2017/18 2020/21 and Operational
Plan 2018/19 reiterates Council’s intention to engage with the community on its proposal to apply
for a permanent Special Rate Variation of 9% to commence in 2019/20. This will extend the
current SRV of 4.77% with an increase of 4.23% plus the annual rate peg

The expiration of the current 4.77% special rate variation on 30 June 2019 will reduce Council’s
general rate revenue by $624,000 and thereby reduce Council’s ability to continue to deliver the
current levels of service experienced by the community. The proposal to retain the current SRV of
4.77% plus apply for an additional 4.23% plus annual rate peg will ensure a projected income for
2019/20 of $1,178million. This will allow Council to increase funding for the following assets:

e Transport (sealed roads, unsealed roads, footpaths, cycleways, bridges and road drainage)

e Stormwater Drainage

e Buildings
Increasing the level of funding for these assets will allow council to renew those which are
currently in a poor condition. It will also ensure that the number of assets in poor condition does
not continue to grow. It is essential that our community assets are safe, in working order and meet
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community expectations. The expenditure will ensure that the Fit for the Future asset benchmarks
are met over time.

The remainder of the increased funding (approx. $100,000 p.a.) will be spent on business
improvement initiatives which will either generate additional revenue or reduce long-term costs.

In making this decision Council is ensuring that we consider the community’s capacity to pay and
that we continue to apply for grants and seek funding from corporate and alternative sources of
sponsorship to maximise the value of our annual budgetary commitments.

Cr Ray Thompson
Mayor

Proposed Special Rate Variation (p 15)

The 2019-2029 Long Term Financial Plan (LTFP) includes a Sustainable Assets Scenario, which
locks in further organisational improvements and identifies the need to apply to replace the existing
infrastructure special rate variation (SRV) of 4.77% when it expires. In the 2019-29 LTFP scenario,
a replacement SRV is planned to commence in 2019/20. It is proposed to apply for a replacement
SRV to commence in 2019/20, following the expiry of the current SRV.

If Council is successful in an application for a new permanent SRV of 9% to commence in
2019/20, together with the proposed improvement measures included in the LTFP, Council will be
assured of its financial sustainability and will be able to meet all of the Fit for the Future (FFTF)
ratios over the 10 year term of the LTFP. The proposed SRV represents the continuation of the
existing 4.77% SRV together with a further 4.23%. The ongoing identification of organisational
efficiencies, cost savings and maximisation of revenue will assist Council to overcome its financial
sustainability challenges with the lowest possible impact on ratepayers.

The preferred scenario is that Council seeks an SRV of 9% when the existing SRV for
infrastructure improvements expires at the end of 2018/19. The new SRV in 2019/20 will mean an
additional increase of 4.23% for ratepayers at that time. This, when combined with other
improvement measures, enables Council to operate with a small surplus which provides additional
cash resources to help fund extra infrastructure renewals. These financial results make the Council
fit" in accordance with the Office of Local Government guidelines. In the LTFP Scenario, Council is
able to meet the operating performance ratio from 2019/20 onwards. Council will closely monitor
its operating result and budget to ensure an operating surplus is retained. This means that Council
will continue to operate largely within its existing funding levels and implement a number of
improvement initiatives, including ongoing service reviews, to ensure ratepayers receive an agreed
affordable level of service and that the services are provided in an efficient and cost effective
manner.

While the LTFP Scenario does mean that Council will seek another SRV of 9% from 2019/20, the
actual impact on ratepayers is only an additional 4.23%. If there was no approved SRV in 2019/20,
ratepayers could expect a fall in their rates of 4.77%. Without a new SRV, the rate peg (which is
2.7% for 2019/20) would be applied to the lower rate base resulting in a net decrease in rates of
approximately $624,000. In the SRV Scenario, 2019/20 ratepayers will receive a further 4.23%
increase in that year. Council will continue its efforts to find further improvements to reduce the
reliance on the additional SRV application.

Another benefit of the LTFP Scenario is that the cash reserve balance for general fund trends
upwards from 2024. This places Council in a sound cash position with ongoing capacity to fund
asset renewals.

Supplementary Workforce Plan 2017-2021— updated to include information on the Special Rate
Variation (pp7-8)
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The community will be engaged on two Scenarios for ensuring a sustainable future. In
communicating these options, the Council will outline the following:

The magnitude of the financial challenge and infrastructure funding shortfall facing the local
government area (LGA) over the next 10 years and its impact on service levels.

The need to consider community “capacity” to pay additional rates in determining the options to be
presented.

The need for residents to be able to have their say on whether or not they are prepared to pay
additional rates to maintain and/or improve service levels.

The two scenarios, which have been developed for community consideration, are:
0 Scenario 1- Current SRV expires + rate peg

On 1 July 2019, the current 4.77% SRV expires. A 2.7% rate peg would be added to the lower rate
base. The projected loss of rates revenue due to the expiry of the current SRV is estimated at
$624,000 for the 2019/20 year.

This is estimated to reduce Council’'s workforce by two entry level positions.
0 Scenario 2 - Maintain the current SRV + rate peg + one-off (permanent) 4.23% SRV

Council proposes to apply to retain the current SRV of 4.77%. Council also plans to request an
additional one-off SRV of 4.23%. The total SRV application will be for a 9% increase in rates
revenue (i.e. the current 4.77% SRV plus a new 4.23% SRV). The 2.7% rate peg will also be
added. The impact on ratepayers will be a new 4.23% SRV plus the rate peg. The projected total
SRV income (from maintaining the current SRV plus adding the new SRV) is estimated at $1.178
million for the 2019/20 year.

It is estimated that this could translate into an extra 5.5 entry level positions. This is based on the
assumption that day labour would be used to undertake work on asset projects.

Importantly, the allocation of funding would be subject to legislatively required annual Service and
Asset Management Plan reviews and to addressing priority risk mitigation actions. Expenditure
would target critical service/ asset priorities that the community places a high value on and / or
those that have a high risk profile.

» Strategic Asset Management Plan 2019-29— updated in line with the Scenario 3 — Sustainable
Assets Projections identified in the Long Term Financial Plan 2019-29 (Pages 15-17)

Infrastructure Backlog

Council’s infrastructure backlog represents the cost to bring assets in a worn and poor condition up to
an acceptable standard.

Council has recently reviewed the asset registers and the backlog figures, which was previously
reported in Special Schedule 7, 2017 / 2018 as $28Million. Council’s asset data such as unit rates,
condition ratings and useful lives were revised and a new methodology for determining the
infrastructure backlog has been applied.

The infrastructure backlog ratio compares the backlog figure to the written down value of our assets
(WDV). Figure 1 show how the ratio decreases from 2019 / 2020, moving towards meeting the 2%
OLG target by the later years of the plan. The ratio determines if the asset backlog is manageable.
Figure 1 shows the Infrastructure backlog over a ten-year (10) period (Long Term Financial Plan
Scenario 3 — Sustainable Assets). The projections each year are based on the previous year’s
backlog, adding depreciation and deducting renewal expenditure. The renewal expenditure is adopted
in the Long Term Financial Plan (LTFP) and will be revised each year to ensure that Council
reallocates renewal to asset groups with a higher backlog figure.
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Infrastructure Projected Projected Projected Projected Projected Projected Projected Projected Projected Budget Budget
Backlog 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29
Ratio (%)

Buildings and

Infrastructure 6.3% 5.3% 42% 3.8% 3.2% 2.9% 2.4% 1.9% 1.6% 1.3% 0.8%

Figure 1 Infrastructure Backlog Ratios (identified in the LTFP Scenario 3 — Sustainable Assets)

Asset Renewal Expenditure

Renewal is the activities undertaken to refurbish or replace assets with assets of equivalent capacity
or performance capacity. Renewal works are included in Council's Capital Works Program.

Figure 2 displays the asset renewal ratio forecasts identified in Council’s ten (10) year Long Term
Financial Plan (Scenario 3 — Sustainable Assets). The asset renewal ratio compares renewal
expenditure to the depreciation of assets. The ratio indicates if the asset renewal expenditure is
sufficient to maintain the assets in the long-term. The 2017 / 2018 actual ratio was 87%, below the
sustainable target of 100%. The 2018 LTFP (Scenario 3 — Sustainable Assets) demonstrates that
Council plans to exceed the OLG benchmark of 100% by 2018 / 2019, and continue to maintain this
level for future years.

Asset Projected Projected Projected Projected Projected Projecte Projected Projected Projected

Renewal 18/19 19/20 20/21 21/22 22/23 d 24/25 25/26 26/27

Ratio (%) 23/24

Buildings and 106.7 159.2
Infrastructure 133.0% 145.2% 141.0% 109.7% 116.2% 108.2% 112.8% 116.3% 107.0% % %

Figure 2 Asset Renewal Ratio (identified in the Long-Term Financial Plan Scenario 3 — Sustainable Assets)

Asset Maintenance Expenditure

Asset maintenance is the activity required or undertaken by Council to preserve the original condition
of the assets. The required maintenance, which is reported in Special Schedule 7, is the amount that
Council should be spending on its assets and is based on the percentage of the replacement cost.
Actual maintenance includes the budgeted amount that Council will spend on preventative, corrective
and reactive maintenance annually.

Figure 3 displays the asset maintenance ratio forecasts identified in Council’s ten (10) year Long-
Term Financial Plan (Scenario 3 — Sustainable Assets). The asset maintenance ratio compares the
figures and demonstrates how Council meets the OLG benchmark of 100% in the final years of the
Long-Term Financial Plan. Maintenance expenditure will have to be revised each year to ensure that
Council remains on track to meet the 100% benchmark within the term of the LTFP.

Asset Projected Projected Projected Projected Projected Projected Projected Projected Projected Budget Budget
Maintenance 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29
Ratio (%)

Buildings and

Infrastructure 77% 80% 82% 85% 87% 90% 93% 96% 99% 103% 106%

Figure 3 Asset Maintenance Ratio (identified in the Long-Term Financial Plan Scenario 3 — Sustainable Assets)

New / Upgrade Expenditure

Capital new works expenditure creates assets which will deliver a service to community that didn’t
exist beforehand, whilst capital upgrade enhances an existing asset to provide a higher level of
service to the community. New and upgrade works are included in Council’s Capital Works Program
and are funded through a combination of rate funding, Section 94a contributions, successful grant
applications and loan funding. Figure 4 shows the ten-year (10) capital new and upgrade expenditure
forecasts identified in Council’'s Long-Term Financial Plan (Scenario 3 — Sustainable Assets).

New & Upgrade

Asset Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
Expenditure ($) 19/20 20/21 21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29
Building and
Infrastructure
— Asset
Renewals 11,816 12,102 10,844 12,102 11,121 11,632 12,226 11,467 11,653 12,782
- New Assets 1,241 209 214 219 223 228 233 239 244 249
Water Fund
— Asset
Renewals 4,632 1,550 1,901 1,573 1,595 1,687 1,710 1,733 1,757 7,781
- New Assets 184 285 136 136 4457 1988 139 140 141 142
Sewer Fund
— Asset
Renewals 310 2,910 1,040 1,843 1,967 1,992 2,117 2,043 2,069 2,196
- New Assets 2,534 6,435 1,436 36 37 38 39 40 41 42

Figure 4 — Asset Renewals and New Assets
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Long Term Financial Plan 2019-29— the following summary outlines the additional revenue

generated from the proposed SRV.

Impact on Average Rate Average Rate 2018/19 Average Rate 2019/20 Variance per annum Variance p.a. %
RESIDENTIAL RATES

Scenario 1: $ 763.00 | § 747.00 |- 16.00 -2.1%
Scenario 2: s 763.00 | S 815.00 | § 52.00 6.8%
BUSIMESS RATES

Scenario 1: $ 3,950.00 | 3,868.00 |-$ 82.00 -2.1%
Scenario 2: S 3,950.00 | $ 4,225.00 | & 275.00 7.0%
FARMLAND RATES

Scenario 1: $ 1,439.00 | $ 1,410.00 |-$ 29.00 -2.0%
Scenario 2: S 1,439.00 | $ 1,539.00 | § 100.00 6.9%
MINING RATES

Scenario 1: $ 160,461.00 | $ 157,139.00 |-$ 3,322.00 -2.1%
Scenario 2: s 160,461.00 | S 171,581.00 | $ 11,120.00 6.9%

Income Statement - General Budget Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
Fund

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29

For the year

Income from Continuing

Operations

Revenue:

Ordinary Rates 11,375 11,567 11,769 12,005 12,275 12,582 12,896 13,219 13,549 13,888 14,235
Ordinary Rates - SRV 551 559 559 1,068 1,081 1,096 1,111 1,126 1,142 1,158 1,174
Special Rates 246 246 250 255 261 268 274 281 288 295 303
Annual Charges 4,038 4,286 4,372 4,459 4,559 4,673 4,790 4,910 5,033 5,158 5,287
Rates and Annual Charges 16,679 17,728 18,176 18,624 19,084 19,555 20,037 20,532 21,039 21,559 22,092

Scenario 3 - Financial Statements — 2019-29 LTFP (p56-64)

At the Extra Ordinary meeting held on 29 January 2019, council resolved (Minute No. 19-03)
THAT Council:

1. Acknowledge the feedback received from the community during the community
engagement and public exhibition process and provide this to the NSW Independent
Regulatory and Pricing Tribunal (IPART) as part of the Special Rate Variation
application by Lithgow City Council.

2. Adopt the following Integrated Planning and Reporting Framework documents that
include the permanent Special Rate Variation Scenario - Maintain the current SRV +
rate peg + one-off (permanent) 4.23% SRV:

a. Supplementary Combined 2017-21 Delivery Program and 2018/19
Operational Plan

b. Supplementary 2017-21 Workforce Plan
c. 2019-2029 Long Term Financial Plan
d. 2019-2019 Asset Management Strategy

3. Make application to the NSW Independent Regulatory and Independent Pricing
Tribunal for the Scenario - Maintain the current SRV + rate peg + one-off
(permanent) 4.23% SRV under section 508 (2) of the NSW Local Government Act —
being an increase in a single year commencing in 2019/20 for the specific purposes
of:

a. Maintaining existing services
b. Enhancing financial sustainability
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c. Infrastructure maintenance/renewal

d. Reduce infrastructure backlogs.

36 IPART Special Variation Application Form — Part B



7 Assessment criterion 5: Productivity improvements
and cost containment strategies

Criterion 5 in the Guidelines is:

The IP&R documents 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 during the last two years (or longer) and any plans for
productivity improvements and cost containment over the duration of the proposed special variation.

The council should quantify in dollar terms its past and future productivity improvements and cost
savings and present these as a percentage of operating expenditure where possible.

These strategies, which may be capital or operational in nature, must be aimed at reducing costs
and/or improving efficiency. Indicate if any initiatives are to increase revenue eg, user charges.
Please include below whether the proposed initiatives (ie, cost savings) have been factored into the
council’'s Long Term Financial Plan.

The council may also provide indicators of efficiency, either over time or in comparison to other
relevant councils (eg, it may provide trends for its operating expenditure as a percentage of
population). We will make similar comparisons using various indicators and OLG data provided to us.

Council has progressed in implementing a Performance Improvement Plan incorporating a range of
strategies and actions to improve the Council’s financial performance and to build strategic capacity
for the future. These improvement strategies include:

e a service review program, with a minimum of three service reviews per year

a more commercial approach to those services where there is a sole and direct beneficiary of
the service

a review of a range of governance practices and procedures that will deliver organisational
efficiencies

analysis of the long term demand, need and type of facilities that meet the community
requirements

the implementation of an asset management improvement plan prioritised actions

the implementation of a financial management improvement plan prioritised actions

the introduction of zero-based budgeting from 2017/18 to provide a more solid foundation for
the Operational Plan

provision of additional resources to boost Council's strategic capacity in the areas of asset
management and finance.
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Proposed 2018/19 Service Reductions

The Council took a zero-based budgeting approach in developing the draft 2018/19 budget. The
approach involved a systematic review of the actual cost of funding service programs. Historical costs
were utilised as a reference guide. In addition, internal overhead allocations were thoroughly reviewed
to ensure that they accurately reflected direct and indirect costs.

The first draft of the 2018/19 budget using the new approach resulted in a consolidated operating
deficit (before capital) of ($1.373M).

To reduce the operating deficit (before capital), the following action was taken:
10% reduction in operating service levels (e.g. maintenance) in Transport and Recreation;
Postponement of non-essential operating programs;
Up to 25% reduction in priority operating project budgets;

Adjustments to the materials and contracts and other expenses budgets to truly reflect historical
funding costs, as well as holding budgets to 2017/18 levels;

Review of revenue budgets to maximise own source operating revenue (i.e. income excluding
grants and contributions); and

Exclusion of all business cases involving new appointments, with the exception of a contract
Service Review Coordinator role.

As a result of the above actions, the 2018/19 draft budget operating deficit (before capital) has been
reduced to ($637K).

Therefore, the savings from the 2018/19 budgeting process reduction of services / review of priorities
were $736K or 2.6% of the 2018/19 General Fund operating expenditure original budget.

Operational efficiencies

LITHGOW ANIMAL SHELTER

The Lithgow Animal Shelter (LAS) — implementing an electronic animal management database has
allowed Council Rangers to record animals into the system remotely. This has improved efficiencies
between field staff, front counter staff and the community when responding to enquires in relation to
lost animal or prospective new owners. Furthermore, developing a Facebook page and uploading new
animals received at the LAS has contributed to 90% of animals being returned to owners or being
rehomed. In addition to the above efficiencies in reduced staff time, there has also been an
investment into the LAS infrastructure. Through a building improvement program, Council has created
an animal shelter which meets the needs of the community and the requirements of the NSW Animal
Welfare Code of Practice No 5. The above actions have reduced the average length of stay for each
animal which has reduced the average expenditure per animal. Over the past two (2) years the
average expenditure per animal has reduced from $1.66 to $1.00 per day.

IPART Special Variation Application Form — Part B



Lithgow Animal Shelter
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Changes in the way animals are recorded at LAS is reflected in the graphs above. Despite an increase in the number of animals impounded new animal

management practices has reduced the average length of stay for each animal.

2017/2018 $ 2016/2017 $ 2015/2016 $
Animal Control 143,098.08 115,863.65 112,528.31
Pound Building 25,158.54 51,581.23 51,805.15
Total 168,256.62 167,444.88 164,333.46
% Operational Expenditure 0.55% 0.48% 0.54%

The above table indicates that the reduction in the average expenditure per animal at the Lithgow
Animal Shelter has helped to minimise the cost pressures which have been impacting the service.

LITHGOW REGIONAL ECONOMIC DEVELOPMENT STRATEGY 2018-2022

The Lithgow Regional Economic Development Strategy 2018-2022 was prepared by the Centre for
Economic and Regional Development (CERD), on behalf of the region and was formed in
collaboration with the Lithgow City Council, key stakeholders and the broader regional community.
Lithgow has been identified as a stand-alone Functional Economic Region. The Strategy articulates a
framework for identifying actions crucial to achieving the regional vision. It provides a vehicle for
engaging the community in a ‘conversation’ about regional needs and priorities, assists in bringing
together key stakeholders and mobilising resources, and in so doing, can facilitate faster access to
dedicated NSW Government funding, such as the Growing Local Economies Fund, as well helping to
capitalise upon other economic opportunities. Since the Strategy’s adoption $20,000 of grant funding
has been secured for one of Lithgow’s signature regional events — LithGlow 2019 to be held in May.

Fund 2018/19 S % General % total General
Expenditure Expenditure
General Revenue 30,000 0.11%
Growing Local Economies 20,000 0.07% 0.18%
Fund
Total 50,000
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The Growing Local Economies Fund has a minimum grant amount of $1M. Lithgow Council’s access
to the Growing Local Economies Fund will save at least $1M that Council may otherwise spend on the
implementation of economic development strategies (equal to 3.4% of 2019/20 operating expenses
as per Scenario 3 of the 2019-29 LTFP).

ESKBANK HOUSE & MUSEUM

Eskbank House & Museum was listed on the State Heritage Register in 2018/19. State Heritage
listing means that the museum and its collections are protected under the NSW Heritage Act and also
enables Council to seek funding for capital and other improvements. As a result, Council is now
eligible to apply for $150,000 from NSW Heritage Grants and a recent application to the Museums &
Galleries NSW (MGNSW) Building Improvement program will give LCC access to up to 15K annually
to maintain Eskbank House Museum. These grants represent a substantial saving on the
unavoidable costs of maintaining a heritage asset. As part of the 2019/20-2020/21 budget and
Operational Plan Council has identified building improvement works totalling $330,000 to be
undertaken at the Museum and will be applying for funding as follows:
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Fund 2019/20$ % General % total General
Expenditure Expenditure

General Revenue 75,000
NSW Heritage Grant 75,000 0.26% 0.31%
Museums & Galleries NSW 15,000 0.05%
Total 165,000

Fund 2020/21 $ % %
General Revenue 75,000
NSW Heritage Grant 75,000 0.24% 0.29%
Museums & Galleries NSW 15,000 0.05%
Total 165,000

PUBLIC TOILET IMPROVEMENT PROGRAM

Council through its public toilet improvement program is replacing a number of aged non-compliant
public toilets with modern Exeloo type facilities. These structures are self-cleansing and electronically
controlled so that they can be opened and closed at pre-set times. Cost to the community is reduced
through a reduction in call-outs for additional cleaning, less staff time on repairs resulting from
vandalism and opening and closing the facility. It also provides a modern, clean toilet facility for use
by ratepayers and visitors to Lithgow.

To date Council has installed 5 Exeloo public toilet systems. It is estimated that the 5 installations to
date have saved Council 1 FTE position due to the reduced call-outs, repairs and opening / closing.
The saving is estimated at $80K p.a. which equates to 0.27% of 2019/20 operating expenses as per
Scenario 3 of the 2019-29 LTFP. The estimated saving is $800K over the ten years of the 2019-29
LTFP.

BUILDING MANAGEMENT SYSTEM

Improvements have already been completed to the Administration Centre and the Centrelink Office
with the installation of computer controlled Building Management Systems for the operation of the
heating and cooling systems in these buildings. This is aimed at reducing overall operating cost and
overall energy consumption through reduction in gas and electricity usage in these buildings.

New LED lighting has been installed in the Administration Centre and Centrelink to also reduce the
greenhouse footprint and overall operating costs.

The energy cost savings achieved through the installation of Building Management Systems and LED
lighting in the Administration Centre have been minimal (approx. $2K in 12 months) and savings have
been offset by higher energy costs. It is expected that savings of $5K p.a. will be achieved over time.
Savings for the Centrelink office building cannot be quantified as the costs are paid by the
leaseholder.
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TRANSPORT PROGRAM

In 2016/17 Council undertook a review of its works program with the aim of reducing Council’s
ongoing asset depreciation costs and improving the accuracy of records. Percentages of maintenance
funding were reallocated to renewals projects with the aim or targeting specific assets which were
requiring excessive maintenance above which is expected for an asset of their characteristics and
usage. The allocation is based on the expected percentages of renewal works required over a 12
month period based on analysis of the previous 5 years of maintenance expenditure data. Included in
this analysis is a breakdown of salary, plant and materials expenses to more accurately break down
the requirements. Over time, by targeting key assets that have reached the end of their useful life, it is
expected that Council’'s asset renewal backlog will be improved and in turn, Council's required
maintenance expenditure will be reduced.

The purpose of the improved renewal budgeting, in addition to maintenance funding, is to ensure the
allocation of recurrent maintenance funds to works that extend the life of an asset rather than simply
maintain an asset to its expected end-of-life. Typically, these works would be conducted based on
best practice intervention points, ensuring works are performed prior to capital reconstruction being
required. This process comes with two main benefits, the first being a reduction in capital expenditure
over time due to extended asset life spans and the second a reduction in ongoing asset depreciation
rates if intervention points are followed.

Approximately 25,000 tonnes of recycled material was sourced from the Roads and Maritime Services
as part of their Great Western Highway upgrade works. Usually, this material is taken to landfill
however Lithgow Council roads engineers were able to facilitate its re-use on rural unsealed roads to
reduce the environmental impact within the local area and increase the scope of these projects which
saved $165,000 (0.54% of 2017/18 operating expenditure) in materials and enabled Council to do
more gravel re-sheeting of the road thereby increasing the level of service without impact to the
approved budget. In each instance, the material is tested to ensure its suitability for road construction
based on engineering and environmental standards. This occurs to ensure that regardless of the
material used, a satisfactory outcome is achieved for all stakeholders.

WATER LOSS MANAGEMENT PLAN

In 2014, Council engaged Water Group Pty Ltd to provide a Water Loss Management Plan. The plan
identified that, at that time, the level of real losses was approximately 36% of the total water supplied
by Council. The report provides that “the World Bank Institute banding puts Lithgow in Band B, where
most Australian water utilities are in Band A or A1, hence Lithgow’s water network is performing much
worse than many Australian utilities who report between 10 and 15% water losses”.

. The Water Group report stated that “Unavoidable Annual Real Losses (UARL) calculated for
the Lithgow system for 2012/13 are (were) 352 ML. The UARL is the level of losses which would be
expected for a system with so many length of mains, so many customer connections and a particular
average system pressure. In a well-run system, we would expect the Current Annual Real Losses
(CARL) to be approximately equal to the Unavoidable Annual Real Losses (UARL). The Current
Annual Real Losses (CARL) (were) have been calculated for the 2012/13 year as 726 ML. This is
35.8% of the system input volume and represents a high value (@%$2.84) of $2M (32% of 2012/13
water fun operating expenditure for the Water Fund). The ratio of Unavoidable Annual Real Losses
(UARL) over the CARL is defined as the Infrastructure Leakage Index. In a well-run system the ILI
would be 1. In Lithgow the ILI is 2.06 (World Bank Institute Band B). Most Australia utilities perform
better with ILIs in Band A or A1".

. The report also stated that “the level of real losses (35.8%) is notably high”. This is reflected in
the Infrastructure Leakage Index (ILI) of 2.06. An ILI of 1 is the ideal figure representing a well-run
system. The primary reasons for this high level of real losses may not be due entirely to leaks within
the network. As there are a number of areas where water should be quantified in order to reduce the
overly high accounting of real losses. These include:
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e Accurate (and complete) customer metering;
e Measurement of operational consumption (e.g. mains flushing);
e Measurement of customer meter accuracy - it is likely that the 2% customer meter under
registration and 2% accuracy default estimates are too low for LCC;
Unmetered and unbilled authorised consumption:
o0 Council properties
o Parks, ovals and gardens
0 Council leased properties;
Testing the accuracy of customer meters (and meter under-registration);
Measurement of average system pressure; and
Confirming the numbers of meters and customers.

. Additional strategies to reduce Non-Revenue Water include undertaking Active Leak Detection.
This program was undertaken some years ago and identified a number of major undetected leaks
which were subsequently repaired, yet this has done very little to reduce the amount of real losses
within the network.

. To commence addressing issues raised in the report, meters have been installed on the
majority of Council's properties including parks, ovals and gardens. Installations of metered
standpipes are rolling out across the LGA to provide better access to standpipes to reduce theft from
the network and to measure operational consumption. Although measures to address Non-Revenue
Water (NRW) have been and are continuing to be implemented, the level of NRW is still as high as
30%.

. The next step in the process has been to review customer metering and to develop a customer
meter replacement strategy that targets:
e Faulty meters;
Old meters (greater than 10 years);
High totaliser meters (greater than 5,000kL); and
Low number meter models (to reduce the number of meter populations to manage)

. A better practice customer meter replacement policy should be based on meter accuracy test
results. Meter populations should be selected that statistically represent the various meter populations
(for each meter type, age and volume recorded). These selected meters should be replaced and the
original meters sent to an accredited test laboratory. The results of the meter tests will inform of the
meter performance and provide the data to develop a cost-efficient replacement policy.

. To determine a meter replacement policy, we have reviewed our current meter stock. Using the
serial numbers from the meters, we were able to determine the year in which the meter was installed.
Currently, Council has 8529 meters installed ranging from 15mm to 100mm. 8325 of these meters are
standard 20mm meters which record the bulk of the domestic supply. Of this 8325, there are 7382
meters which are older than 10 years. Of the 7382 meters that are older than 10 years, 6394 of these
are older than 15 years. The analysis of the meter fleet indicates that more than 50% of the meters
currently installed exceed 20 years with only a slight reduction in this percentage at 25 years. The
analysis indicates that nearly half of the meters currently installed are the original meters that have
never been replaced since metering was first undertaken in the 1990’s.

. Given the above numbers alone, we did not undertake further analysis to identify those meters
with high totaliser readings.

. Industry practice determines that the useful life of a mechanical water meter is 10 years, with
some manufacturers claiming 20 years useful life. After a period of 8 years use, the meter will begin to
incorrectly measure the amount of water passing through. When meters begin to fail, in all but
exceptional cases, the meter under registers.

. Given the large number of meters requiring replacement, management has explored a number
of replacement options. Considerations included not only the reduction of NRW, but also addressing
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other issues that have been experienced, e.g. theft, tampering, freezing, as well as efficiency benefits
that can be provided by the implementation of new technology.

. The approach recommended by management was to undertake a meter replacement program
with an Automated Meter Reading (AMR) system or what is commonly known as Smart Metering. The
benefits that can be achieved include but are not limited to:

e Reduction in non-revenue water;

e The ability for customers and Council to identify leaks early within private properties;

e Automatic monitoring with alarms that can detect if changes occur within the system that

require attention, e.g. leaks, freezing, no water;

e Customers may monitor their own usage through an online portal;

e Avoidance of bill shock with near real-time data on consumption and excess use alarms;

e Reduce WHS issues associated with manual reads, e.g. dog attacks; and

e Extend the lifespan of the network through optimised operations and proactive maintenance.

Council is also rolling out new metered standpipes across the Local Government Area to allow easier
access for all residents to bulk treated potable water.

RESOURCE RECOVERY CENTRE AND LANDFILL

Construction of a Resource Recovery Centre (RRC) will commence at the Lithgow Solid Waste
Facility and is expected to be operational in 2019/20.

The RRC will consist of:
A recycling shed and transfer station to serve as a drop off location for small residential vehicles
Separate areas to sort and place re-usable and recyclable items.

A Community Recycling Centre where problem wastes can be dropped off including paint, oll,
batteries, gas cylinders, fluorescent light tubes and smoke detectors.

Recovered materials will be sent off-site for further processing and/or beneficial re-use.

A stockpile area will allow sorting and processing of construction and commercial waste to provide
further resource recovery and increased diversion from landfill.

Efficiencies through the implementation of this project will result in reduced landfilling; this will prolong
the life of the Lithgow Solid Waste Facility. This will also delay the need for Council to invest in the
development of a future long-term landfilling site. Council is also undertaking an operational review of
rural landfills with the aim of consolidating and centralising the service. This holistic review will result
in improved service and efficiencies for the delivery of the service to the community.

Landfill Consolidation Grant - NSW Environmental Trust (EPA) - $6,493 (0.02% of 2018/19 budget
operating expenditure) - this project assisted Council to undertake improvements at a number
of rural landfill sites, reducing the capital contribution required by Council.

Community Recycling Centre (CRC) - NSW Environmental Trust - $133,706 (0.47% of 2018/19
budget operating expenditure) - the RRC will provide the community with an essential service;
the ability to dispose of problem household chemicals in an environmental responsible manner.
This project and service will be funded by the NSW EPA and will eliminate the cost of Council
having to dispose of this waste into the future. The funding for the Community Recycling
Centre is an additional contribution to the Resource Recovery Centre.

IPART Special Variation Application Form — Part B



Income 2016/2017 S % General % total
Expenditure General
Expenditure

Landfill Consolidation Grant (2016/17) - 6,493 0.02% 0.49%
NSW Environmental Trust (EPA)

General Revenue 23,000
Project Management 6,000
Total 35,493
Community Recycling Centre (CRC) 133,706 0.47%

(2016/17) - NSW Environmental Trust

Total 133,706

LED STREET LIGHTING

Council resolved to replace the Local Government Area’s 1,490 Mercury Vapour Street Lamps with
LED technology. This project has been budgeted to cost $405,280 and aims to greatly reduce the
impact of rising electricity prices on Council resulting in reduced greenhouse emissions and much
lower running costs, a saving of approximately $90,000 per annum. The saving equates to 0.3% of
2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP. The estimated saving is $900K
over the ten years of the 2019-29 LTFP.

ASSET MANAGEMENT MOBILITY SYSTEM

Allows for work orders, inspections, defects and asset survey to be done via mobile devices. The
system will allow the effective allocation, reporting and monitoring of asset maintenance, renewal and
customer requests to ensure that Council is adequately prioritising works with regard to predefined
service delivery standards and community renewal expectations. By monitoring the condition of
assets and Council’'s expenditure over time on an individual asset basis, Council can modify and
improve capital works and renewal plans to maximise the positive effects of increased expenditure
from all sources, including general revenue, special rate variations and grant funding. In addition the
mobility system will deliver an efficiency improvement as staff will have access to up-to-date
information and manual systems will be removed. This will enable staff to spend more time on value-
adding maintenance and renewal works in the field.

BOOKABLE

Implementation of Bookable, a venue booking system which makes the process of venue bookings at
Council a significantly simpler, faster and more engaging process for the internal user and more
importantly the community. Bookable is the first Local Government-only venue booking solution which
provides a single place to address the long-standing need for powerful, effective booking software
that supports Local Government’s unique requirements. Bookable has the following capability and
functionality:

Caters for any venue type
Caters for seasonality of venues (e.g. sporting fields)
Allows for flexible pricing of hiring fees

Offers automation and self-service for customers
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I  E——
The benefits of switching to the Bookable booking software system include:

A significant saving of staff time in accepting and managing bookings;

Improved service to the community via access to an only facility booking portal;

Improved promotion of venues due to higher visibility/ ease of searching which should lead to
greater usage and more income; and

Adding to the ongoing technological advancement of Council’s operations and a major efficiency
improvement.

It is expected that a 50% reduction in staff time can be achieved for the following facility booking
tasks:

Telephone / front counter enquiries;

Managing booking calendars (this would be mainly an automated process with staff oversight and
review);

Managing seasonal bookings for sporting facilities; and
Managing cemetery bookings.

Some tasks would be eliminated or completely automated, including:
Taking of temporary bookings pending receipt of application forms;
Managing / recording application forms;

Letters of acceptance of bookings; and

Raising of debtor invoices and manual payment processing.

Time savings in Customer Service are estimated at 7 hours (1 staff day) per week. The Infrastructure
Services Administration Assistant will also save a significant amount of time, particularly for seasonal
sporting facility bookings (estimated saving of 30 minutes to an hour per booking) and for cemetery
bookings. Time will also be saved for Eskbank House bookings. Bookable will also facilitate easier
booking of the Union Theatre; with increased usage anticipated following the completion of approved
building works (see below Upgrade of the Union Theatre)

The total time saving is estimated at 0.5 FTE employment or $40,000 p.a. which equates to 0.14% of
2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP. The estimated saving is $400K
over the ten years of the 2019-29 LTFP.

The following projects have been included in the draft 2019/20 Operational Plan:
ELECTRONIC FINE SOFTWARE WITH BELT PRINTER

Electronic Fine Software with Belt Printer - This will allow Council Rangers to complete and print
all Penalty Infringement Notice (PIN) including parking tickets in the field with greater speed and
accuracy reducing time to process fines and disputes. Reducing staff time writing out PIN’s and
responding to Revenue NSW when errors have been detected will allow staff to undertake other
duties and thus improve service delivery.

SOLAR PANEL INSTALLATION

Installation of solar panels at the JM Robson Aquatic Centre and the Lithgow Library Learning Centre.
It is proposed that one project would be partly funded from the SRV business improvement fund (if the
SRV application is approved). The purpose of the solar panel installation is to minimise electricity
consumption from the grid and therefore reduce operational costs. This project is estimated to cost
$115,000, with savings of approximately $23,600 to be made each year (0.08% of 2019/20 operating
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expenses as per Scenario 3 of the 2019-29 LTFP). It is estimated that the payback period will be
approximately 5.6 years, after which Council will save $23,600 annually. Given that electricity costs at
the Aquatic Centre amounted to $73,524.18 in the 2017/18 fiscal year, this represents a 32% annual
reduction in electricity costs.

STORE REPLENISHMENT SOFTWARE

The software will provide efficiencies and cost reductions through higher level of automation in the
store resulting in increased controls, reduced labour costs, reduced stock write offs, reduce stock
leakages and maximisation of cash flow.

This project will reduce staffing by 1 FTE — Stores Trainee approx. $60k including on costs (0.21% of
2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP). This software will automate re-
ordering in the store with set replenishment levels, in addition to the FTE reduction, this will have a
positive impact on cash flow and reduce obsolete stock write offs.

MOBILE DEVICE MANAGEMENT SYSTEM

Council has approximately 150 mobile devices including phones, tablets and laptops in its fleet.
Airwatch will allow management of these devices for software updates, and the ability to manage
devices in the event of being lost/stolen. A system that will allow for increased security, a method to
rollout updates and software, and a way to managed lost and stolen devices. The mobile device
management system will deliver an efficiency improvement within the Information Technology
Department as staff will be able to manage multiple devices in one instance. The solution provides
mitigation of the risks involved with the loss or theft of a mobile device with improvements to security.

COUNCIL LEASE VEHICLES

Changeover of Council’s fleet of lease vehicles to Small Medium vehicle/hybrid or Medium SUV AWD.

In 2018/19, Council commenced a process of reviewing its leaseback vehicle policy with the aim of
reducing the ongoing cost to Council. Predominantly, this has occurred through a review of two main
aspects of the policy as follows:

Purchase price and ongoing costs of the vehicle including maintenance and fuel; and
The leaseback fees charged to staff affecting the cost of this program to staff.

Noting that this program plays a key role in attracting quality staff to Council and thereby providing
quality services to the community, the following objectives have been achieved in the first half of
2018/19.

The maximum allowed increase in leaseback vehicle fees (10%) has been applied to conventional
fuel-only vehicles with a nominal CPI increase (~2.5%) on hybrids to encourage uptake as a
result of their cheaper purchase price and running costs.

Vehicle selection (model and specification) has been greatly reduced and purchase prices have
been tendered for to ensure the best possible price.

Council's executive team have adopted hybrids in place of V6 and V8 sedans as well as large
diesel 4WDs in a conscious effort to reduce cost and drive change throughout the organisation.

This is a process of ongoing change with the next stage of the process being to review position-based
eligibility throughout the organisation, noting the importance of this policy in attracting and retaining
key members of staff.

The changes to Council lease vehicles are expected to achieve savings of $20K p.a. (0.07% of
2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP) in operational costs and $50K
p.a. (0.17% of 2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP) in capital plant
costs.
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UNION THEATRE UPGRADE

Continuation of the upgrade of the Union Theatre. In 2018/19 Council has commenced a major
upgrade to the Theatre with the construction of dressing rooms. In 2019/20 it is proposed to upgrade
the sound and lighting system using digital and LED technology. It is anticipated that this will increase
the number of performances and revenue enabling Council to market the facility to attract travelling
stage shows increasing hire and patronage. A Marketing Strategy will need to be developed to
identify markets, audiences and stakeholders however, with the implementation of the Bookable
System the process of booking the Theatre will be streamlined. The Union Theatre Project Business
Case and Cost Benefit Analysis quantified the increase in revenue at $12,081 in the first year. There
will be a direct cost saving of $8K p.a. in changing room hire. The direct revenue increase & cost
savings (i.e. excluding quantified benefits to the community) are estimated at $20K p.a. which
equates to 0.07% of 2019/20 operating expenses as per Scenario 3 of the 2019-29 LTFP. The
estimated revenue increase / cost saving is $200K over the ten years of the 2019-29 LTFP.

2018/19 FEES & CHARGES

In 2017, Council staff undertook training in the review and development of Fees and Charges.
Following this process, a review of key fees and charges was undertaken with 70% of Council's Fees
and Charges being reviewed. The remainder of the Fees and Charges will be reviewed in 2018/19 for
implementation in 2019/20. Council reviews its fees and charges annually as part of the annual
Operational Plan and Budget process. In addition to this, fees and charges will be reviewed as part of
the Service Review and business improvement process.

As the new approach to setting fees and charges has only commenced in the 2018/19 budget year,
there has been minimum increase in fees and charges revenue to date. It is expected that Council will
eventually realise an extra 5% in fees and charges revenue. The additional fees and charges revenue
has not been included in the Long Term Financial Plan as the Council will first assess whether
additional fees and charges revenue has been realised in the 2019/20 budget process.

SERVICE REVIEWS

In 2018/19, Council commenced a program of Service Reviews. To date the following actions have
been undertaken:

Implemented a new Organisational structure — Economic Development & Environment, People &
Services, Finance & Assets, Water & Wastewater and Infrastructure Services.

Training for management and key staff in service reviews.

Appointed a Service Review Coordinator in August 2018. Unfortunately, this process has stalled due
to the resignation of the Service Review Coordinator in November 2019. The reviews process will
be recommenced once a new Coordinator is appointed with the following services being reviewed
in 2019::

e Ranger Services (including the Lithgow Animal Shelter)
e Cemetery Services

e Library Services

e JM Robson Aquatic Centre

e The information obtained from the following studies will be used to identify service priorities and
inform the service review process.
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e Engaged Micromex Consulting to undertake an Asset Management Study

e Engaged Martin Bass from LGNSW to convene a Community Reference Panel to
identify Service Priorities and future service needs.

Engaged Blackadder & Associates in 2018 to undertake a review of the Operations Department.
Recommendations are being implemented including the creation of two separate divisions; Water
& Wastewater and Infrastructure Services, and the alignment of all building and facilities
management under Infrastructure Services. The changes in this process relate to structural
alignment of services and roles.

Engaged community working parties to assist in developing policy and strategies on:

e Tourism and events

e The decline in the retail sector

ASSET MANAGEMENT IMPROVEMENT PLAN

The Asset Management Improvement Plan is reviewed annually. The Plan prioritises specific
capability areas which were identified through a gap analysis process, and where action is required to
raise Council’'s asset management capacity to the desired level of maturity. Implementation of these
improvements requires resourcing and monitoring. The actions have been integrated into Council’'s
Delivery Program to ensure ongoing resourcing, implementation and performance monitoring.

GRANTS AND CORPORATE SPONSORSHIP

Council will save an estimated $90K p.a. ($900K over the term of the LTFP) by having access to
additional grants and contributions. From the LTFP Scenario 3 2019/20 operating expenditure of
$29.232M, $90K p.a. represents 0.31% of operating expenditure.

The table below summarises grants received in recent years. Successful grant applications have
saved funds that would otherwise have to be provided by Council. For operating grants, the
percentage of operating expenditure is included in the table.

Portland Sewerage Treatment Plant Upgrade -

This project is co-funded by the NSW governments Resources for Regions project through
Infrastructure NSW and Lithgow City Council. The funding was received on a basis of 2/3 funded by
Resources for Regions of $10.05m and 1/3 by Lithgow City Council of $4.950m. This significant
investment in the Portland Community will allow for future urban Growth in all areas of the town.
Project cost $15,000,000

o Increase from 2,000 equivalent persons to 3,000 equivalent persons allowing for

future growth of Portland.

o Will reduce the levels of potential pollutants released into the environment.

° Cost savings for Council will be achieved through alignment of parts with Lithgow and
Wallerawang STP.

Fund 2016/17 - 2017/18
Capital Program

Sewer Fund 54,950,000
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Resources for Regions 510,050,000

Total 515,000,000

Community Building Partnership — All Abilities Round About

The all abilities round-about is a piece of children’s play equipment which was installed at Queen
Elizabeth Park in 2016/17. This project was funded under the Community Building Partnership fund
and provided 48% of the total cost of the project. The project meets the needs of the community and
has increased participation and improved the quality of life for children with disabilities in our

community.

Fund 2016/17 % General %Total
Expenditure | General

Expenditure

Council Contribution 517,628 0.05%

Community Building 516,000 0.05% 0.10%

Partnerships

Total 533,628

Roads to Recovery Program

The Roads to Recovery Program provides funding to enable Council to repair and upgrade roads throughout the
Local Government Area. This enabled Council to complete renewal works on:

e Rydal Hampton Road, Rydal

e Glen Davis Road, Glen Davis

e  Coxs River Road, Hampton

e Main Street, Wallerawang

e  Williwa Street, Portland

e Curly Dick Road, Meadow Flat

e Glen Alice Road, Bogee

This wide spread of works ensured that residents across the entire Lithgow local government area benefit from
renewals projects.

Fund 2016/17 % General % Total
Fund General
Operating Expense
Expense

Roads to Recover Program 51,585,252 4.5% 4.5%

Total 51,585,252

NSW War Memorial Grant Program

Funding of the upgrade to the War Memorial in Queen Elizabeth Park, Lithgow

Fund 2016/17 % General %Total
Fund General
Operating Expense
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Expense
General Revenue 53,492 0.01%
NSW War Memorial Grant 58,595 0.02% 0.03%
Program
Total 512,087

CBD Revitalisation Program

The Lithgow CBD Revitalisation Action Plan was developed to provide Council with strategic direction
for the enhancement of public domain spaces and improve the economic life of the town centre.

The key objectives of the Stage 1 works at Cook St Plaza and Eskbank St Square were to:

o Improve the functionality of the public domain spaces for events of various scales
o Enhance streetscape character
o Improve pedestrian amenity and safety

The funding provided by the National Stronger Regions Fund has reduced the cost to Council and the
community for the upgrade of this project. In 2019/20 & 2020/21 Council is seeking to continue
these works and applying for additional grant funding under the program.

Fund 2017/18 — 2018/19
Capital Program

General Revenue 51,853,855

National Stronger Regions 51,594,450

Fund

Total 53,448,305

Fund 2019/20

General Revenue 51,235,406

National Stronger Regions 51,010,787

Fund

Total 52,246,193

Fund 2020/21

General Revenue 5966,638

National Stronger Regions 5790,885

Fund

Total 51,757,523
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Blackspot Funding — Hartley Valley Road

Enables Council to improve road assets where crashes are occurring and exceed at least two casualty crashes in
the most recent 5 years of crash data. Each year, Council closely analyses available data with the view to applying
for the most likely project to receive funding. In this instance, Council was able to select a site that was suffering
from pavement defects and required renewal as well as upgrade. Hartley Valley Road has had its width upgraded
in key sections and has had a high friction asphalt seal applied to reduce the chance of vehicle run-off-road
accidents into the future.

Fund 2017/18 % General %Total
Fund General
Operating Expense
Expense

RMS Blackspot Funding 5361,734 1.18% 1.18%

Total $361,934

Blast Furnace Park — Activation

In 2013/14 Council commissioned a heritage architect to undertake an assessment of the site and to
develop a Masterplan design for the works. Works then commenced in 2014/15 to improve the
visitor experience and to establish Blast Furnace as the anchor for cultural heritage tourism through
incorporating the Blast Furnace into a heritage trail linking a number of key heritage sites including
Historic Eskbank Station, Eskbank House and Museum, Lake Pillans Wetlands and State Mine. Works
were completed in June 2018.

Works undertaken involved repair and remediation works to remaining brick ruins to make them safe
for visitors and Stage 2 Masterplan works to provide safe and accessible visitor access, together with
a new interpretive strategy, lighting and toilets.

The architect’s design and the quality of the build have brought elegance and a beauty that
harmonise very well with the industrial theme of Blast Furnace and have transformed it to be a safer,
accessible and special place to visit.

In this instance, Council leveraged funding from multiple sources to ensure a quality project and
minimise costs on Council resources.

Fund 2014/15-2017/18
Capital Program

General Revenue 695,000
Building reserve $220,000
Clubs NSW Grant 300,000

NSW Office Environment & 5150,000
Heritage funding

National Stronger Regions $545,000
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Fund

Tourism Demand Driver 590,000
Infrastructure Fund

Total 52,500,000

Lithgow Adventure Playground

Council has just completed the construction of the Lithgow Adventure Playground which will become
a valuable resource for the community and utilises a largely vacant land parcel adjoining the Great
Western Highway a major arterial route through Lithgow.

Council selected Endeavour Park as its preferred option due to:

o Its prominent and central location.

o Proximity to child and youth populations and areas of potential population growth.

o Visibility for visitors and passing tourist traffic.

o Sufficient available land.

° Availability of existing facilities including toilets, parking and utilities.

° The park’s sloping topography is conducive for developing an interesting playground
design.

This program has been identified for a number of years by the community as a need and it was made
possible with funding from Round 1 of the NSW Stronger Country Communities Fund and Centennial
Coal under S94 funds Voluntary Planning Agreement.

Fund 2017/18
Capital Program

General Revenue

NSW Stronger Country 51,042, 308
Communities Fund

Voluntary Planning 5202,889 2016-2018

Agreement — with Centennial
Balance of $498,803

funded through
internal loan repaid

Coal for 13 years at
approximately $100,000 pa.

with future planning
agreement funds

Total 51,744,000

Halloween 2017

Council annually funds the Halloween Festival which is a celebration in the CBD of Lithgow. Each year
funding/corporate sponsorship is sought to enable Council to provide additional activities which will
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increase and value add to the visitor and community experience.

Actual spend $131,491.00

. Funding/sponsorship - $42,819.00 including $10,000 in-kind.

o Volunteer contributions — 8 volunteers assisted with the event

o Environmental efficiencies — Waste and recycling program in conjunction with
Envirocon.

° Cost savings realised through efficiencies — Wages costs through engagement of
volunteers

Fund 2017/18 % General %Total
Fund General

Operating Expense

Expense
Council Contribution 578,672 0.26%
Funding/Sponsorship 542,819 0.14%
In-kind Support 510,000 0.03% 0.43%
Total 5131,491
Lithglow 2018

In 2018, the Lithglow festival was re-invented and aligned with the NSW Heritage Festival and the
launch of Blast Furnace Park. The celebration was extremely successful with approximately 5,000
people visiting and taking advantage of the food trucks and live entertainment. Lithgow Small Arms
Factory Museum reported having to put on extra tours to accommodate the interest, tours of
Wallerawang Power Station were full, Gang Gang Gallery, Blue Mountains Mystery Tours, National
Trust Scottish Heritage Talk and State Mine Heritage Park all reported being fully booked or close to
capacity.

Many visitors to local motels were prompted to visit LithGlow and reported they would return next
year and attend other Lithgow events.

In its infancy the event attracted minimal Corporate Sponsorship, however it did ensure patronage of
attractions throughout the local government area which value added to Council’s activities.

Fund 2017/18 % General %Total
Expenditure | General
Expenditure

Council Contribution 549,075 0.16%
Funding/Sponsorship 55,788 0.02% 0.18%
Total 554,862
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8 List of attachments

The following is a list of the supporting documents to include with your application.

Some of these attachments will be mandatory to all special variation applications (eg, extracts from
the Community Strategic Plan).

Other attachments will be required from some, but not all, councils. For example, extracts from the
Asset Management Plan would be required from a council seeking approval of a special variation to
fund infrastructure.

Councils should submit their application forms and attachments online through the Council Portal in
the following order. Councils may number the attachments as they see fit.

ltem Included?

Mandatory forms and Attachments

Part A Section 508A and Section 508(2) Application form (Excel spreadsheet)
Part B Application form (Word document) — this document

Relevant extracts from the Community Strategic Plan

Delivery Program

Long Term Financial Plan with projected (General Fund) financial statements
(Income, Cash Flow and Financial Position) in Excel format

NSW Treasury Corporation report on financial sustainability (if available)

Media releases, public meeting notices, newspaper articles, fact sheets relating
to the rate increase and proposed special variation

Community feedback (including surveys and results if applicable)
Hardship Policy

Resolution to apply for the proposed special variation
Certification (see Section 9)

Other Attachments

Relevant extracts from the Asset Management Plan

Past Instruments of Approval (if applicable)

Resolution to adopt the revised Community Strategic Plan (if necessary) and/or
Delivery Program (Included above in Resolution to apply for the proposed special
variation.

Other (please specify) Letter from the Mayor to Ratepayers

MK KOXK KEKXKK KX XKKXKXKXKX
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9 Certification

APPLICATION FOR A SPECIAL RATE VARIATION
To be completed by General Manager and Responsible Accounting Officer

Name of council: Lithgow City Council

We certify that to the best of our knowledge the information provided in this application is correct and
complete.

General Manager (name): Graeme Faulkner
Signature and Date: 5 January 2019
Responsible Accounting Officer (hame): Ross Gurney

Signature and Date: 5 January 2019

Once completed, please scan the signed certification and attach it as a public supporting document
online via the Council Portal on IPART'’s website.
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