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Dear SirflMadam

SUBMISSION TO IPART REVIEW OF THE RATE PEG TO INCLUDE POPULATION
GROWTH

On behalf of Council | thank IPART for the issues paper and the opportunity to provide a
submission. Council is very supportive of the amendments to the rate peg to enable
increases in rates income due to cost impost of population growth that is currently unfunded.
Please find attached our detailed submission addressing the questions raised in “Review of
the rate peg to include population growth”.

Cumberland City Council aims to provide quality and consistent services and renewed
infrastructure to support economic growth and prosperity, so the support from all tiers of
government and our rates base needs to reflect that.

Cumberland 2030: Our Local Strategic Planning Statement (LSPS) provides the strategic land
use vision for Cumberland City. It is informed by population, household, and dwelling growth
data, as well as a structure plan to accommodate growth in housing and jobs. The LSPS also
identifies opportunities to balance growth with infrastructure capacity, community facilities and
environmental amenity.

Importantly, these initiatives rely on funding from rates and grants to ensure that the community
continues to have access to these services. Developer contributions are unable to be used to
cover the costs of these services and maintain infrastructure.

The cost incurred by Cumberland City over the 3-year period from 2016-2019 was $12m higher
when applying the percentage increase from the rate peg. The average cost increase per
annum was 3.32% whilst, the rate peg was only 2.27%. Therefore, it is reasonable to say
1.05% per annum is the cost impost due to not allowing for population growth.

The local government index does not track the actual cost and focuses only on the weighted
average of various price indices. A price index is one of the factors but not the largest factor in
determining costs. This is further demonstrated in fact the total state of NSW Councils (126
councils) had growth in costs in the financial statements 2017/18 and 2019/20 of 5.6% per
annum whilst the rate cap was 2.3%.

Further, Council cannot recover all the money to cover major expenditure gaps but the function
of population index will be to gradually provide funds to cover the operational costs of
population growth. ‘
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Important information

This letter contains important information. If you do not understand it please ask a relative or friend
to translate it or come to Council and discuss this letter with Council’s staff using the Telephone
Interpreter Service.

If you need help understanding this document, please call the Translating and Interpreting Services
(TIS National) on 131 450 and ask them to call Cumberland City Council on 02 8757 9000.
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Korean

Onemli bilgiler

Bu mektup énemli bilgiler icermektedir. Eger mektubu anlamazsaniz, litfen bir akrabanizdan veya
arkadasinizdan onu lerctme elinesini isteyin veya Belediye'yi bulun ve Telefonla Tercime Serviai'ni
kullanarak bu mektup hakkinda Belediye gorevlileriyle konusun.

Bu belgeyi anlamak i¢in yardima ihtiyaciniz varsa, lutfen Yazili ve S6zlU Ceviri Servisi'ni (TIS National)
131 450 numarali telefondan arayin ve 02 8757 8000 numarali telefondan Cumberland Kent Belediyesi'ni
aramalarini isteyin.
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Persian

Théng tin guan trong

Burc thu nay €6 théng tin quan trong. Néu doc khong hiéu, quy vi hay nhd ngudi than hodc ban be
dich gitim hoéc lién lac voi Hoi ddng Thanh phé va thao luan blc thw nay véi nhan vién Héi dong
Thanh phd, st dung Dich vu Théng dich vién qua Dién thoai.

Néu can lro gitip dé hidu tai liéu nay, quy vi hay goi dién cho Dich vu Théng Phién dich (TIS National)
qua sb 131 450 va yéu cau ho goi cho Hoi déng Thanh phé Cumberland qua sé 02 8757 9000.
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In summary, whilst Council is very supportive of the proposed changes, Council still needs
additional funding for additional large infrastructure issues around open space and recreation,

community facilities and community wellbeing.

Should you wish to discuss this matter further, please feel free to contact Council’s Director
Finance and Governance, Mr Richard Sheridan, on
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1. What council costs increase because of population growth?

How much do these costs increase with additional population growth?

Council demand for services is complex as Cumberland City has a very high
relative social disadvantage.

The cost incurred by Cumberland City over the 3-year period from 2016-2019
was $12m higher when applying the percentage increase from the rate peg.
The average cost increase per annum was 3.32% and the rate peg was 2.27%.

Therefore, it is reasonable to say 1.05% per annum is the cost impost to
population.

| This is further supported by Council’s Long-Term Financial Plan (LTFP),

whereby the economic indicators for 2017-2018 had populatlon at 4.2% due
to a large adjustment in the last census of 6% error.

While service delivery remains the same, costs have increased in two areas:

1) Employment costs +5% per annum to service the increased
population.

2) Depreciation +5.33% due to increasing cost in fair value and
additional capital required to refurbish assets such as pools, libraries,
and community centres.

The local government index does not track the actual cost and focuses only
on the relative price indices. A price index is not the largest factor in
determining costs. The total state of NSW (126 councils) had growth in
financial statements 2017/18 and 2019/20 of 5.6% per annum whilst the rate
cap was 2.3%.

Major infrastructure typically lasts for about 50 years. That means we must
replace about 2% of it every year on average, as well as having a large cost
associated with maintenance. If population increases by 1% in a year, then we
must build infrastructure totalling 3%.




Council has another example that needs to be discussed as the solution and
impact to Community are large.

The targets to grow the population has resulted in 5000 new units in
Merrylands City Centre. To allow for development the stormwater system
current open air needs to be upgraded. The asset is owned by Sydney Water
and they do not plan to upgrade this for 30+ years. As a result, Council has
now committed 30m by low cost loan to do the work.

Council cannot recover this money through rates so the LGA is short-changed
$30m which could have gone into frontline services. While an increase for
population is supported there also needs to be a way where Council does a
business case or special application to increase rates for these situations. We
note that a special levy application can be made to IPART but it is also complex
to justify the benefits of expanding infrastructure due to a policy of another
level of government.

2. How do council costs change with different types of population growth?

Cumberland 2030: Our Local Strategic Planning Statement (LSPS) provides the
strategic land use vision for Cumberland City.
https://www.cumberland.nsw.gov.au/sites/default/files/inline-
files/cumberland-2030-our-local-strategic-planning-statement.pdf

It is informed by population, household, and dwelling growth data, as well as
a structure plan to accommodate growth in housing and jobs. The LSPS also
identifies opportunities to balance growth with infrastructure capacity,
community facilities and environmental amenity.

Information from the LSPS on growth forecasts and household types is
outlined below. Significantly, Cumberland City has experienced and is
expected to have a strong growth in population, with an additional 40,000
people between 2021 and 2036. In terms of household types, Cumberland
City has a higher proportion of one parent families and couples with children




compared to Greater Sydney. These factors have a key influence in how

Council can maintain financial sustainability while ensuring that service
delivery continues.

Cumberland growth forecasts

Historcal Forecast
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The LSPS is supported with detailed strategies and plans, including housing,

open space and recreation, community facilities and community wellbeing.
These are available on Council’s website

The structure plan for Cumberland City focuses most of the housing and jobs
growth in existing centres and strategic corridors/precincts. Lower scale

intensification, such as secondary dwelling or dual occupancy development,
is also occurring outside of these areas.
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The services and costs impacted by population are:

Services Impacted

Library costs

Parks maintenance (not able to be
covered by s711)

General maintenance of
infrastructure (not able to be
covered by $711)

Population growth vs pay
increases/staff resourcing

Parking complaints, policing

Additional pension subsidy

Noise pollution

Increase in Emergency Services
Levy (to confirm if there is a link)

Environmental enforcement

Companion animals (enforcement
and management)

Street cleaning

Crime costs (e.g. graffiti removal)

Strategic planning

Development assessment

Increased congestion

Reduction in quality of life in the
LGA

Aged Care and Children Services




Importantly, these rely on funding from rates and grants to ensure that the
community continues to have access to these services. Developer
contributions are unable to be used to cover the costs of these services and
maintain infrastructure.

3. What costs of population growth are not currently funded through the
rate peg or developer contributions? How are they currently recovered?

From an operating cost perspective, it is Cumbertand City Council’s view that
there is no population impact funded by the rate peg; the reason being that
the rate peg does not equally weigh the volume and price indicators to
calculate the total costs. The rate peg is only focused on the theoretical price
index. In Question 1, we can see this misses the mark with NSW councils
between 1-3% per annum.

From a capital perspective, the Cumberland Local Infrastructure
Contributions Plan 2020 outlines the growth infrastructure required to
accommodate the projected population, including local roads and transport,
open space and recreation, community facilities and public domain. At the
time of the Plan, the contributions to be collected were estimated to cover
76% of the total cost of infrastructure identified in the Plan. This leaves a
funding shortfall of over $100m for this infrastructure.

Capital costs will flow into future operational costs. Once a facility is
upgraded, the cost to manage the new facility is significantly higher due to
the size for population and new building requirements. There are no
allowances in the current system to fund the operational aspects of the
capital improvement. These costs over 10 years are higher than the amount
provided to construct the facility.

For a State Government Policy Perspective Council is also severely impacted
by the service provision due to the intensity of service provisions around
e The highest level of government provided housing which requires us
to offer additional services. This is always growing due to refugee
resettlement that occurs in our LGA.




e The affordable housing targets required to be met due to local
housing policy and associated background papers on affordable
housing study.
https://www.cumberland.nsw.gov.au/sites/default/files/inline-
files/cumberland-local-housing-strategy-2020.pdf

4. Do you have any views on the use of the supplementary valuation process
to increase income for growth, and whether this needs to be accounted for
when incorporating population growth in the rate peg?

When councils model their rates and calculate notional yield for a new year,
the information used is based on rates current data with predicted growth
factored in.

Rates modelling for the new year should be calculated on the current data
and not factor growth. Any income generated from growth throughout the
new year (supplementary valuations) should be added to modelled
permissible yield amount.

That is, growth income through supplementary valuations should not be
restricted, capped, or limited to the rates pegged permissible yield, and
should not be incorporated in the rates peg itself.

Councils should be entitled to receive growth income to meet growth
expenses.

5. Are there sources of population data we should consider, other than the
ABS historical growth and DPIE projected growth data?

Overall, the profile.ld page for Cumberland is the standard for statistics,
although it is based on 2016 census data.
https://profile.id.com.au/cumberland

In terms of migration, the population.gov.au page is a good indicator of net
migration and forecasts:
https://population.gov.au/data-and-forecasts/data-and-forecasts-
dashboard-Iga.html




Social disadvantage overall (taking in many factors including migration)
information is located via profile.id, and we are in the bottom three in Greater
Sydney (lower score = higher disadvantage):
https://profile.id.com.au/cumberland/seifa-disadvantage

Forecasts for dwellings (and their size, which will decrease):
https://forecast.id.com.au/cumberland/population-households-dwellings

Maintaining a Register of Development Application Consents would identify
granny flats created on properties.

Maintaining a Register through the creation of new properties process in the
system, based on the plans provided and the number of bedrooms.

Through the Supplementary process, include searching on submitted plans to
identify the number of bedrooms.

6. Is population data the best way to measure the population growth
councils are experiencing, or are there better alternatives (number of
rateable properties or development applications, or other)?

While population growth is key measure used to capture growth, household
size provides a further input that can better capture intensity of growth in a
local area. As an example, the average household size in Cumberland City is
3.2, compared to an NSW average of 2.6. The higher household size places
greater pressure on existing infrastructure and services and is unable to be
fully covered through developer contributions or the like.

In large councils, there may be a large distance of area between suburbs and
different family dynamics. For example, multi-generations under the one
dwelling to unit dwelling which may consist of 1 to 2 persons.

7. Do you think the population growth factor should be set for each council,
or for groups of councils with similar characteristics? How should these
groups be defined?

Population growth factors should be set for each council, reflecting the needs
and characteristics of each area. Council suburbs have different
characteristics, infrastructure, dining, etc. and should be based on the council
needs.




8. Should we set a minimum threshold for including population growth in
the rate peg?

Above 1.0% or perhaps a base rate to ensure that it will meet essential
services.

9. What is your view on the calculation of the growth factor — should we
consider historical, projected, projected with true-up, a blended factor or
another option?

The calculation of the growth factor should be using a blended approach,
considering historical and projected growth. This factor can be reviewed
annually to ensure that it best aligns with the latest information available.

10. How should the population growth factor account for council costs?

Cumberland City Council is concerned the true cost of population by far
exceed the % population and there needs to be a fairer way to determine the
cost impact from current dwelling growth targets set. The reasons for this are
further outlined below

Council costs are also a blend of the following:

e Changes in activity/volume
e Changes in legislation (e.g. Health Act)
e Changes in price indicators
e Offset by efficiency savings

Current strategies for Council to address costs:

1) Rate cap looks to target the changes in price indicators as a
proportion of the total costs.

2) Integrated Planning looks to address the changes in services and
efficiency by using resource planning and long-term sustainability
planning. They have access to Special Rate Variations (SRV) if there
are significant changes.

3) S711 addresses the change in population from a capital funding
perspective.




4) Local Government Act allows waste cost to be based on the cost of
delivering the service.

Absent strategies for Council that are required to manage costs:

At present, Council must use the SRV process as the only option to address
the following factors:

1) Population increases that contribute to the demand for services
increasing disproportionate to normal.

2) Increases in population can arise from duplexes to additional 600
multi-unit dwellings. The impact to Council costs is very different
under each scenario. There is no one-size-fits-all for understanding
the impact to demand for Council services.

3) The funding shortfall arising from proportionate allocation of
developer funds results in utilisation of Council’s general fund as we
cannot replace part to cater for increased population, or the cost to
replace the asset is more efficient against refurbishing an asset as
expansion was not considered in the original design.

11. Do you have any other comments on how population growth could be
accounted for?

The method proposed will alleviate the current issues causing a decline in
financial sustainability for the local government sector. We should have full
autonomy over setting the percentage increase based on price and
population.

Alternatively, if this is not possible, the best plan B is to add an additional
population percentage increase (above 1%) to the rate cap percentage to
fund the issues raised above.

It should also be considered that transparency in the way all councils report
on the cost of services must include a full cost absorption method including
all overheads.




Additionally, there should be a policy around defining ‘services’ and
‘businesses’ run by Council. It is our view that services are funded from rates
and annual fees, and businesses are funded from user fees and charges and
other income. If this is done consistently, there will be a high level of
transparency with regards to whether the services of Council or the
businesses of Council are cross-subsidising each other.

12. Do you have any comments on our proposed review process and
timeline?

The timeline is appropriate. The real challenge is understanding the
Government response so this can be included in the rate cap announcement
for 2021. Often these reviews do not see the light of day and this would be a
great lost opportunity. The industry is desperate for a solution to this
problem.






