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PURPOSE:

For Council to:

Determine a financial strategy to address Council’s financial position and ensure strength
and sustainability for the future;

Consider its rating structure and strategy, including consideration of Special Rate
Variation;

Consider the feedback from the community engagement on the proposal to make an
application for a special rate variation and increase to minimum rates, and to adopt the
revised 2025-2035 Long Term Financial Plan and Amended 2022-2026 Delivery Program.

EXECUTIVE SUMMARY:

Council maintains its commitment to productivity savings and to reduce the burden on
rates. Council has been on a continuous improvement journey over the past two years as
outlined in the Organisational Improvement Plan. In addition, measures have been taken
to maintain budgets in a highly inflationary environment. While these initiatives have
assisted Council’s financial sustainability to date, they are not of a scale that can ensure
its long-term financial sustainability including service delivery and infrastructure
responsibilities.

In considering the Draft Financial Statements for the year ended 30 June 2024, Council’s
Audit, Risk, and Improvement Committee (consisting of three skills-based independent
members) noted the need for ‘a complete strategic overhaul of Council’s finances is
urgently required to ensure the ongoing viability of the Council’.

Under the Local Government Act 1993, Council has responsibilities for financial
management, strategic planning through the integrated planning and reporting
framework and intergenerational equity.
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- Areport was presented to Council on 25 November 2024 that provided the background
to Council’s financial position, and a proposed strategy for its return to financial
sustainability.

- 0On 25 November 2024, Council resolved to undertake community consultation between
27 November 2024 and 10 January 2025 on a revised Long-Term Financial Plan, Asset
Management Strategy and addendum to its Delivery program, alongside four proposed
options for a special variation to rates, changes to minimum rates, and a roll-up of special
levies.

- Throughout the consultation period there was a high level of engagement, with all rate
payers receiving a mailed physical information pack, over 16,000 views of related social
media posts, articles in ABC Online, the Sydney Morning Herald and local newspapers,
and receipt of over 1,000 submissions from the community.

- The dedicated YourSay webpage attracted 4,494 unique visitors, of which 792 (17.6%)
completed the survey, an additional 245 submissions were received via email and 22 in
person or by phone.

- In addition to open community consultation, a workshop was undertaken with a
demographically selected group of residents to provide representative feedback towards
Council’s challenges and forward strategic position.

- Amendments have been made to the draft 2025-2035 Long-Term Financial Plan and
Addendum to the 2022-26 Delivery Program to incorporate updated information and
changes following community consultation.

- Based on the need to achieve financial sustainability, continue to deliver services and
assets as expected by our community, and prepare for the high expected growth in our
community, a revised Option 2A is proposed. This option reflects an increase of rates of
45% in 2025/26 and 29% in 2026/27, with an increase of the minimum residential rate to
$1,200 in 2025/26 and minimum business rate to $1,400 in 2025/26. This also
incorporates the current Infrastructure Levy, Environmental Levy, Crows Nest Mainstreet
Levy, and Neutral Bay Mainstreet Levy into the ordinary rates.

- The cumulative impact of the proposed special rate variation revised Option 2A is 87.05%
over two years.

- The outcome of the special rate variation will strengthen Council’s financial position,
provide funding for infrastructure renewal and reduce infrastructure backlogs. In
addition, the plan will allow responsiveness to the challenges and opportunities outlined
in Council’s informing strategies through a series of strategic actions including new and
upgraded infrastructure for the growing population.

- Based on feedback, to reduce the volume of the rates increase in year 1, spending on
strategic priorities has been reduced in the short-term and to seek an additional $10
million loan to fund the North Sydney Olympic Pool. It should be noted that like the
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original options presented, infrastructure renewal funding has been limited to 80% in
Years 1 and 2 excluding critical backlog in a bid to also reduce the initial rate increase.

- Should Council endorse an application for a special rate variation and an increase to
minimum rates, an application including IPART’s Special Variation Application Part A and
Part B, Minimum Rates Application Part A and Part B, and all necessary documentation
including revised Long Term Financial Plan, Addendum to the Delivery Program, and Asset
Management Strategy will be required to be lodged with IPART for their consideration
and independent assessment.

RECOMMENDATION:
1. THAT Council:
1. receive and note the contents of the Special Rate Variation Community Feedback
Report, which outlines the feedback received from the community consultation on the
proposed Special Rate Variation (SRV), increase of minimum rates and changes to special
levies.
2. note the NSW Parliament's Standing Committee on State Development ‘Inquiry into the
ability of local government to fund infrastructure and services 2024’ recommended
changes to the local government rating system which would assist councils in addressing
some of the cost pressures faced in delivering community services and infrastructure.
3. adopt a new rating structure to commence from 1 July 2025, which incorporates the
current Infrastructure Levy, Environmental Levy, Crows Nest Mainstreet Levy, and Neutral
Bay Mainstreet Levy into the ordinary rates.
4. note that the special variation to rates to IPART is consistent with Council’s
responsibilities under the Local Government Act 1993.
5. adopt Revised Option 2A of the Addendum to the 2022-2026 Delivery Program included
within Attachment 6.
6. adopt the revised 2025-35 Long-Term Financial Plan (LTFP) and proceed with Revised
Option 2A as a strategy to improve Council’s financial strength and sustainability.
7. make an application to the Independent Pricing and Regulatory Tribunal (IPART) for a
permanent Special Rate Variation (SRV), under Section 508A of the Local Government Act
1993 commencing on 1 July 2025. The SRV would permanently increase total ordinary rates
over 2 years and remain in perpetuity, as follows:
a) a45% increase for the 2025-26 financial year (inclusive of the 4% rate peg determined
by IPART for the year).
b) a 29% increase for the 2026-27 financial year (inclusive of the forecast rate peg of
3.0% for that year)
c) the removal of the current Infrastructure, Environmental and Main Street levies, and
the income incorporated into the ordinary rate.
8. make an application to the Independent Pricing and Regulatory Tribunal to set its
minimum rates in accordance with Section 548(3) of the Local Government Act 1993, for
residential rates, as follows:
a) $1,200 for the 2025-26 financial year, and
b) $1,548 for the 2026-27 financial year. The minimum rate will change by the rate peg
from 2027/28.

Council Meeting 10 February 2025 Agenda Page 3 of 817



9. make an application to the Independent Pricing and Regulatory Tribunal to set its
minimum rates in accordance with Section 548(3) of the Local Government Act 1993, for
business rates, as follows:
a) $1,400 for the 2025-26 financial year, and
b) $1,806 for the 2026-27 financial year. The minimum rate will change by the rate peg
from 2027/28.
10. approve the pursuit of opportunities to generate revenue through advertising as
appropriate.
11. approve a loan of $10 million for a term of 10 years to fund the North Sydney Olympic
Pool project.
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Introduction

In November 2024, the NSW Government released its report ‘Ability of local governments to
fund infrastructure and services’ which made 17 recommendations to improve financial
sustainability within the sector. The report acknowledged that ‘local Councils face significant
revenue raising and cost pressures to adequately meet the needs of their communities’.
Further, the evidence showed that the financial challenges Councils are experiencing cannot
be overcome through fiscal discipline alone and are threatening the long-term sustainability
of the sector.

The North Sydney Olympic Pool project has created an urgency for North Sydney Council to
review its financial position. However, like many Councils, other financial factors such as
legislated income streams, financial impacts associated with COVID, inflationary pressures on
costs, skills shortages, government cost shifting, as well as increased community expectation,
have created further pressure on Council’s financial sustainability.

Throughout the consultation period, there have been many comparisons made between local
government finances and strategy to private business. The fundamental challenge with this
comparison is the difference between private value and public value, noting that private value
provided through goods and services are a direct benefit chosen by private individuals for
their individual consumption.

The purpose of local government is to provide a collective benefit across a community, that
includes ratepayers, residents, local workers, businesses, other levels of government, and
other stakeholders. To add to the complexity, it is not just the current community, but the
next generation, and the one after that. There is no ability for each resident to choose what
service or services they need or would like, and no market to determine what the best price
for a service may be. The frustration felt by ratepayers in relation to special rate variation
processes is therefore understandable.

Public value extends beyond financial outcomes, encompassing social, environmental, and
cultural considerations. Increasing public value can lead to individual benefits such as
improved quality of life, improved land values, and through its contribution to the broader
sense of community.

‘Public goods’ provided by local government are jointly consumed and non-excludable. They
are available to all and contributed towards by all who own rateable land within the local
area, whether they take advantage of these ‘public goods’ or not. The contribution comes in
the form of a rate based on unimproved land value, not on an individual transaction. As the
number of transactions or individual use of services increases, revenue does not increase.

The nature of setting pricing for public goods is therefore a challenging one. What one person
values, another may not. One person's goals and aspirations for the community are likely to
be different to the next. This complexity underscores the importance of the role of
democratically elected Councillors and the difficulty of the decisions that must be made.
Councillors act as conduits for diverse community voices, encouraging decisions that reflect
community priorities and are in the best interest of the collective population of a Council area.
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Decisions often require trade-offs, as resources are finite, and community expectations can
vary.

Of course, in delivering public value, it is also critical that organisational systems, structures,
processes, and capabilities are both efficient and effective.

Over the past two years, considerable efforts have been made towards organisational change,
improvement, and performance. This includes the introduction of an organisational
performance function at no additional cost to ratepayers, following the redirection of funds
as part of an organisational restructure. This function has been created to review Council
processes, services, and planning, to ensure that Council spending is effective.

Supported by the broader workforce, the current Executive Leadership Team is committed to
continued organisational review and improvement with a view to best practice local
government administration and management. The required change will take some years to
work through and will require support from both the elected Council and the community.

Initiatives introduced over the past two years have included:

- organisational restructure, with a focus on senior staff and management levels. In 2023,
the senior staffing structure (Tier 1 and 2) was reduced from a seven to four. Further
streamlining has also occurred at Tier three level management. In comparison to other
Councils, this leadership structure is lean, based upon the number of discreet services
provided.

- anew Executive Leadership Team, appointed under a new Charter.

- Chief Financial Officer Position created and appointed (at no additional cost to
ratepayers, following the redirection of funds as part of an organisational restructure).

- community consultation and research undertaken to develop clear direction for the
future.

- strategy development and integration.

- the introduction of a process improvement framework and commencement of process
mapping to identify areas for improvement.

- theintroduction of a service review framework to identify improvement and/or changes
to service levels.

- the introduction of a performance and development framework to align workforce
efforts towards organisational improvement goals.

- asystems review, with recommended replacement.

- A new Audit, Risk, and Improvement Committee Charter and the recruitment of skills-
based independent members with expertise in governance, finance, infrastructure
management, risk management, and information technology, providing robust oversight
as we progress the organisational improvement priority.

Each of these initiatives has either contributed savings or reduced financial risks and will
continue to evolve and advance North Sydney’s performance over the coming years.
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In the absence of long-term planning, decisions generally become reactive and rarely result
in increased public value. A strategic approach has therefore been taken to ensure balanced
decision-making and reduce the risk of reactive decision making.

The Integrated Planning and Reporting Framework requiring Councils to develop ten-year
community plans and supporting resourcing strategies has underpinned the development of
the Special Rate Variation recommendation presented to Council.

Over the past year, independent research and engagement has been undertaken into key
areas of Council’s responsibility to develop desired outcomes and objectives for the next ten
years. The broader community was engaged through this process through a series of
workshops, panel sessions, surveys, and pop-ups. Through the combined research and
engagement, eight ten-year informing strategies have been developed.

Actions within the strategies were reviewed to determine potential funding sources, with a
minimum of $60 million in grant funding and $33 million in developer contributions forecast
to contribute towards the projects prior to considering rating increases.

Following community consultation on options for a Special Rate Variation proposal, a revised
Option 2a is being recommended. This report outlines the rationale for this recommendation
for Council’s consideration.

Background

The background provides context in relation to the following:

Councils' resolution of 25 November 2024

Financial challenges in Local Government

North Sydney Council’s financial position

Financial objectives

The proposed special rate variation options included in the community consultation
What the special rate variation does not include

Consultation

NouswNe

At the Ordinary Meeting of 25 November 2024, Council resolved:

1. THAT Council undertake community consultation on the proposed Special Rate
Variation (SRV) options, as detailed in the report and attachments, from 27 November
2024 to 10 January 2025.

2. THAT Council place the updated draft updated 2022-26 Delivery Program, revised Long
Term Financial Plan (LTFP) and revised Asset Management Strategy (attached to the
report) on public exhibition from 27 November 2024 to 10 January 2025.

3. THAT the Chief Executive Officer be authorised to make minor administrative changes
to the strategic planning documents if required.

4. THAT Council receive a report on the outcomes and feedback from the community
engagement on the proposed SRV and the exhibition of the updated draft Delivery
Program and LTFP at the ordinary meeting of Council scheduled for 10 February 2025.
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The outcomes and feedback from the community engagement and exhibition process are
outlined in this report, as well as recommendations to proceed with submitting a special rate
variation and minimum rate application to the Independent Pricing and Regulatory Tribunal.

Financial challenges in Local Government

Since 2016/17, 57 out of 128 NSW Councils have received approval from IPART for special
rate variations ranging from 2.5% to 94.9%. This process has been established in
acknowledgement that the industry-based rate peg may not be sufficient to support the
unique financial pressures of each Council, and an individual assessment may be required.

For the 2025/26 fiscal year, at least five other councils are considering a special variation to
their rates. Additionally, other State agencies such as Sydney Water and the Valuer General
have also applied to IPART for a fee increase.

Unfortunately, the extensive process and resourcing required by the Special Rate Variation
process can often result in larger reactive increases to rates during SRV periods than would
otherwise be the case if councils had greater control over rating price setting each year
considering their unique requirements.

On 29 November 2024, the NSW Government released its report “Ability of local governments
to fund infrastructure and services” which made seventeen recommendations in response to
these findings, including that the NSW Government:

1. conduct a comprehensive review of the rate exemptions and concessions under the Local
Government Act 1993;

2. redesign the local government rating system, including use of capital improved value
rather than unimproved land value to set the variable component of rates;

3. seek to improve the special variation process, should it be retained to make it less
resource and time-intensive for local councils, streamline processes and consider
alternatives to special variations that allow councils to raise additional rates to maintain
existing service levels.

4. conduct an audit of, and seek to update, the statutory fees and limits that apply to local
government annual charges and user fees and charges to better reflect and account for
increases in market costs and pressures including inflation.

5. Advocate to the Australian Government to increase the federal taxation revenue
distributed via Federal Financial Assistance Grants from 0.5 per cent to 1 per cent.

6. Consider grant models that provide a more secure and sustainable source of funding to
local councils to achieve more equitable distribution of grants funding and provide
councils with greater discretion in relation to how funding is spent.

7. Implement changes to the developer contribution framework to better financially
support local councils to fund the ongoing costs at the completion of new infrastructure
and works deemed essential to support development.

8. Review the depreciation methodology that applies to depreciation rates.

9. Consider excluding depreciation from the calculation of the operating performance ratio.

10. identify opportunities to reduce cost shifting to local government.
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The above recommendations are reflective of the current financial sustainability challenges
that exist in Local Government. The Committee's report is with the NSW Government, with a
response to these recommendations expected in the first half of 2025. A copy of the report
can be found on the following link: Ability of local governments to fund infrastructure and
services.

North Sydney Council’s financial position

Part 2 of the Long-Term Financial Plan outlines Council’s current financial position, including:

1. S$5.5M in average forecast net operating deficits (before grants and contributions
provided for capital purposes) over the ten-year period;

2. A decline in income from user charges and fees of approximately $9.9M as compared
with pre-COVID income levels due to increased work from home, reduced market rental
returns, and challenges associated with advertising changes and approvals.

3. The cumulative impact of revenue reductions is estimated at $47M and represents
funding that would have been available for infrastructure renewal.

4. Non-restricted cash, cash equivalents, and investments present liquidity risks, with
forecast balances for 2025/26 allowing working funds requirements alone and reducing
to negative balances by 2029/30.

5. The unrestricted current ratio demonstrates Council’s short-term liabilities are higher
than short term assets.

6. Infrastructure renewal is below infrastructure consumption, leading to a reactive risk-
based approach to renewal and increased infrastructure backlogs.

7. Existing infrastructure backlogs of $146M is unable to be addressed.

There are no funds available funds to replace outdated systems and technology.

9. There are no funds for upgraded or new infrastructure or new strategic priorities as the
community grows and changes.

o

It is the combination of the above financial indicators that has created the need for financial
repair.

Throughout the consultation period, there has been much discussion, and a lack of
understanding in relation to Council’s reserve balances. It is important that councillors
understand the difference between restricted and unrestricted reserves, along with the
requirement for working funds to allow the operation of Council to function.

Restricted reserves include funding from revenues raised for a specific purpose but unspent
as at the reporting date. This includes developer contributions, domestic waste management,
unexpended grants, and other specific purpose contributions. These funds cannot be spent
for any other purpose.

Unrestricted cash and reserves are generally used for three key purposes, including:

1. working funds to allow cashflow for the operation of Council;

2. cash provision for employee leave entitlements and deposits, retentions, and bonds; and

3. strategic infrastructure — new, upgrade or renewals. These reserves acknowledge the
lumpy nature of infrastructure renewal. Funds are required to plan for new infrastructure
and asset renewals may vary from year to year. These reserves are typically used to
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ensure funding is available. Building infrastructure reserves provides increased
opportunity for grant funding, which usually requires council contribution.

Further to the November 2024 Council report, an analysis of unrestricted cash and
investments has been undertaken for the financial years 2010/11 to 2023/24. This review has
found that historically, Council has held a low level of unrestricted reserve which carries with
it a financial vulnerability that has now been experienced. The below chart outlines reserve
levels over the period.

80,000
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60,000
50,000
40,000
30,000
20,000
10,000

$,000

FINANCIALYEAR

@ Unrestricted cash and investments
B Unrestricted cash and reserves excl. Employee Leave and Bonds and Desposits

B Funds for infrastructure

Chart 1: Historical unrestricted cash and reserves

The chart demonstrates that, excluding funds required for working funds and cash provision
for management of employee leave entitlements and the repayment of bonds and deposits,
little savings have been maintained for infrastructure renewal and/or financial shock, with an
average of $28M in funds available for infrastructure and financial shock available over the
period. It is noted that this increased to $47M in 2013/24 due to the sale/long term lease of
the Anzac Park property, before falling to $24M two years later.

The financial risks associated with the contracts signed for North Sydney Olympic Pool project
in 2021 were not supported by sufficient reserve balances, therefore requiring additional loan
funding, in addition to infrastructure upgrade and renewal commitments being deferred
during the 2023/24 and 2024/25 fiscal years.

Neither historical nor current reserve levels have considered funds for the strategic planning
of new infrastructure or infrastructure renewal requirements, noting that the estimated cost
to bring infrastructure to a satisfactory condition is S146M.

While no one Council is the same, the following table provides some insight into comparative
financial strength of similar Councils. Based upon revenue, area, and population, Waverley,
Woollahra, and Willoughby Councils have been provided for comparison. Based upon
2023/24 financial statements, the following information is provided.
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Council Operating | Investment | Unrestricted Loan Net % of
income property cash and | funding | investment | operating

$,000 reserves assets income

North Sydney 138,150 58,000 21,179 60,384 18,795 13.6%

Forecast 2025

North Sydney 134,967 53,698 46,283* 33,440 66,541 49.3%

2024

Waverley 155,757 112,353 79,056 1,109 190,300 122.2%

Woollahra 126,841 184,750 95,976 56,520 224,206 176.8%

Willoughby 136,736 103,631 76,052 60,380 119,303 87.3%

*excludes unspent borrowings
# assuming market change

In addition to the impacts of COVID and the North Sydney Olympic Pool project, Council’s
financial position has also suffered inflationary pressure over the past four years due to CPI
and infrastructure-related indexes far exceeding the rate peg. The impact of this pressure has
been contained through existing procurement contracts, organisational efficiency measures,
and workforce measures such as employee leave management and holding of positions
vacant for specific periods. However, the cumulative impact will continue to place pressure
on operations, and as contracts reach the end of their life, cost increases are expected in a
number of areas.

In their review of the rate peg methodology, IPART acknowledged ‘aspects of the way IPART
calculated the rate peg were not suited to a volatile economic climate’ and resulted in an
‘under-recovery of Emergency Services Levy contributions’. To address the material impact on
financial viability caused by these factors, IPART suggested Councils use the special rate
variation process.

In summary, the historical financial position of North Sydney Council has not been sufficiently
strong to withstand the financial shocks of the past five years and provide for infrastructure
renewal. Inflationary pressure and increased costs associated with the North Sydney Olympic
Pool have also placed pressure on Council’s financial performance. To ensure sustainability of
services and infrastructure, strategic and structural financial repair is required.

Financial objectives

As outlined in the 25 November 2024 Council report and Council’s Long-Term Financial Plan,

there are three key purposes to the proposed special rate variation and increase to minimum

rates. These are:

1. toincrease overall income;

2. to increase minimum rates to ensure equitable contribution to support a growing
population; and

3. tostreamline rates into one ordinary levy.
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Increase in overall income

The special rate variation proposal aims to generate sufficient revenue over the long-term to:

Improve Council’s financial strength. Council’s current operating performance ratio is below
the benchmark of being above 0%. This means Council does not have sufficient revenue to
cover existing costs, meet renewal requirements, address the infrastructure backlog, provide
new/upgraded infrastructure, nor implement new systems and technology required to
improve efficiencies.

Council’s current financial capacity has been depleted through a combination of reduced
income following the COVID pandemic and escalating costs associated with the North Sydney
Olympic Pool. Liquidity levels are poor and require repair to ensure continued operation in
the short term and financial strength through a capacity to withstand financial shock in the
long term.

Fund the North Sydney Olympic Pool project. The project is is significantly over budget and
schedule, requiring increased borrowing to fund the project and a higher than originally
forecast operational cost (due to the increased depreciation and loan interest expenses).

Fund the asset backlog, which will cost $146.8 million to bring to a ‘satisfactory’ standard.
This has been exacerbated by low levels of funding and a deferral of capital projects due to
the North Sydney Olympic Pool project. This backlog cannot be addressed through Council's
existing level of revenue.

Respond to future challenges and opportunities without sufficient revenue and reserves,
Council will be unable to take advantage of future opportunities that may arise to improve
the community, nor respond to changing community needs and growth over the next 10
years. This growth is expected to see the North Sydney population increase from 72,000 in
2023 to 85,000-87,000 in 2036, based on New South Wales government housing targets.

Some of these challenges and opportunities are addressed in the informing strategies, but
others will arise over the next 10-years, and Council must be prepared with sufficient reserves
to meet these.

Improved governance and administration, the Draft Governance strategy is a critical part of
Council’s broader effort to stabilise and improve our financial performance, including the
replacement of our key systems to improve efficiency and transparency. Despite the
importance of this to Council’s operations, the current financial situation means that there
are insufficient funds available to implement it.

Increase minimum rates to an equitable level to support a growing community

With the New South Wales Government housing targets, significant growth in residences is
expected in the North Sydney Local Government Area over the next decade. Future housing
growth in North Sydney will come primarily from new apartment developments.
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Rates are calculated as a percentage of the unimproved land value, with a minimum rate
charged if a property falls below this threshold. As rates are calculated based on unimproved
land value, it is anticipated that most of these new apartments will be subject to the minimum
rate.

Maintaining a low minimum rate restricts Council’s ability to generate sufficient revenue to
meet the evolving demands of a growing population and the associated need for
infrastructure and services. The minimum rate does not reflect a property’s usage of Council
services, particularly in high density areas.

Streamline rates into one Ordinary rate

Council currently charges an Infrastructure Levy and Environmental Levy to residents, and a
Crows Nest Mainstreet and Neutral Bay Mainstreet Levy to businesses operating in those
areas, separate from the ordinary rates charge. To simplify the administration and improve
efficiency of Council’s rates income and reporting to the community, it is proposed to
incorporate these amounts into Ordinary rates as part of the special rate variation application.

Council has undertaken significant consultation with its community to develop its new
integrated planning and reporting framework plans; these plans will allocate funding to
priorities generated through the community consultations.

Council is reviewing financial processes, systems, and data, with a view to introducing
automation to improve financial reporting (and the speed at which it is delivered) to the
community. This will improve transparency across all Council spending, not just in relation to
reporting on special levies.

The proposed special rate variation options

To achieve Council’s financial strategy, the following options were modelled and presented
to the community for feedback, each containing different outcomes as outlined in the 25
November 2024 Council report and the Long-Term Financial Plan.

The minimum rate proposed was $1,300 residential and $1,400 business in year 1 across all
options. Special levies are proposed to be incorporated into the new ordinary rate across all
options. The feedback from the community on these options is presented later in this report.

All options include the rate peg 2025-26 2026-27 2027-28 Cumulative
increase increase | increase increase

Option 1: Financial Repair 50% 5% 5% 65.38%

Option 2a: Strength and 50% 25% Rate peg 87.5%!

sustainability (SRV over 2 years)

Option 2b: Strength and 75% Rate peg | Rate peg 75%

sustainability (one-year SRV)

Option 3: Future growth 60% 20% 10% 111.2%

Rate peg (base case) 4% 3% 3%
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1 The Office of Local Government SRV Guidelines and IPART Guidance requires that SRVs are stated at the
cumulative impact of the proposed rate increase over the number of years that the SRV is proposed to be
implemented. Option 2a is proposed to be implemented over two years and 2b is proposed to be implemented
over one year, therefore its cumulative rates in the table about are compounded over two and one years
respectively. However, this doesn’t provide an accurate comparison for these options against the other proposed
options (option 1 and option3) that are over three years, as the rate peg increases will then apply after the SRV
is implemented. If the assumed 3% rate peg is applied for years two and three, the comparison rate for option
2ais 93.31% and for option 2b is 85.66%.

The rate peg is assumed to be 3% for comparison purposes in 2026/27 and 2027/28, but the
2025/26 IPART rate peg is between 3.7 and 7.6% for Councils across New South Wales,
meaning a 3% comparison is considered conservative.

What does the special rate variation proposal not include?

The proposed special rate variation and increase to minimum rates will return Council to a
position of financial sustainability. Options 2 and 3 contribute to strategic actions contained
in the ten-year informing strategies, however it is important to note that they do not include
all initiatives contained within the informing strategies nor all future infrastructure projects.

Several of these projects will require grant funding from other levels of government,
developer contributions, or other funding partnerships to proceed. These include, but are not
limited to:

e the upgrade of North Sydney Oval;

e Miller Place (the partial pedestrianisation of Miller Street in the North Sydney CBD);

e the potential pedestrianisation of Willoughby Road in Crows Nest;

e cycling infrastructure projects;

e North Sydney CBD laneways project;

e Hume Street open space extension;

e walking infrastructure improvements;

e Parraween Street affordable housing, community facilities and open space;

e the Neutral Bay Town Centre and Community Centre (masterplans are to be delivered
from proposed rating increases but grant funding and developer contributions will be
required for their delivery);

e Crows Nest, Holterman Street car park and open space project (masterplans are to be
delivered from proposed rating increases but grant funding and developer contributions
will be required for their delivery);

e the Civic Precinct in the North Sydney CBD (masterplans are to be delivered from
proposed rating increases but grant funding and developer contributions will be required
for their delivery).

Community Engagement
The Independent Pricing and Regulatory Tribunal (IPART) requires Councils considering

making an application for a special rate variation to engage with their communities before
the application is finalised and submitted to IPART.
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In accordance with the Community Engagement Plan included in the report to the 25
November 2024 Council meeting, Council undertook community engagement on the Special
Rate Variation proposal, alongside the ten-year informing strategies.

The aim of the engagement was to provide an opportunity for the community to give their
feedback on the proposed options for a special rate variation application. Council undertook
engagement from 27 November 2024 to 10 January 2025 on the following proposals and draft
plans:

1. special rate variation proposal including the proposal to increase minimum rates and
consolidate levies (excluding the Domestic Waste Charge) into ordinary rates.

2. public exhibition of the amended Integrated Planning and Reporting documents (IP&R)
including draft amended Delivery Program 2022-2026, Asset Management Strategy
2025-2035, and Long-Term Financial Plan (LTFP).

3. eight ten-year informing strategies.

The ten-year informing strategies, which will be used to develop Council’s next Community
Strategic Plan, were consulted on for the same period as the proposed special rate variation
and increase to minimum rates. The detailed outcomes of this engagement are presented in
Report 10.1 presented to the 10 February 2025 Council Meeting.

The outcomes of the engagement on the Asset Management Strategy can be found in Report
10.2 presented to the 10 February 2025 Council Meeting.

Report

This report provides information on the following:

community engagement actions and outcomes;

recommended special rate variation;

revenue distribution;

impact on residential and business ratepayers;

rationale for recommendation;

organisational improvement plan; and

the special rate variation and minimum rate application process.

NouswNe

Community Engagement actions and outcomes

A variety of engagement methods were used to reach the community, as detailed in the
Community Engagement Outcomes Report (Attachment 1).

Council undertook thorough engagement with resident households as well as non-resident
ratepayers and businesses, through in-person sessions, print and digital channels, and social
media.

To assist the community’s understanding of the need for the rate rise, the proposals, and to
address questions and concerns, Council held community forums, conducted targeted
workshops, and responded directly to enquiries for further information.
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A total of 44,100 physical information packs were distributed to households, businesses, and
non-resident ratepayers. Printed advertisements appeared in the Mosman Daily and the
North Shore Times. Council also advertised in The Living Collective, including a social media
post in the North Sydney Living group and an e-newsletter inclusion. Advertisements were
displayed on bus shelters and a billboard, and posters were also placed on 60 community
noticeboards throughout the local government area.

Council incorporated the proposal into its communication channels, adding a promotional
email signature on all Council emails during the engagement period. Additionally, an “on
hold” message on Council’s customer service phoneline directed callers to the Your Say North
Sydney website to learn more and provide feedback.

Council  established an SRV  webpage on our YourSay website at
https://yoursay.northsydney.nsw.gov.au/srv which provided an overview of the proposal and
functioned as a centralised hub for resources and documents related to the proposal. The
site’s accessibility widget allowed the page to be read in a range of other languages, including
all the languages other than English which are most used within the North Sydney local
government area, as well as providing accessibility adjustments including a screen reader,
dyslexia-friendly text, and options to adjust contrast, font size, and spacing. The webpage had
11,801 views, 5,223 visits, and 4,494 unique visitors.

Two public community forums, one online and one in person, were advertised on Council’s
YourSay webpage and on Council's social media channels. 30 people registered and 23 people
attended the in-person forum, and 167 people the online forum.

A workshop was conducted with 42 demographically-selected residents, with outcomes
presented below and captured in a detailed workshop report (attached to the Community
Engagement Outcomes Report).

A Precinct Committee Forum was attended by 18 representatives from 12 of the 17 active
Precincts. The Mayor also spoke about the SRV at four individual Precinct Committee
meetings: Lavender Bay (44 attendees), Milson (38 attendees), Wollstonecraft (80 attendees),
and Willoughby Bay (32 attendees). Council's CEO presented to the Wollstonecraft precinct.

Council emailed 770 people who had asked to be kept informed following our Next Ten Years
engagement earlier in 2024, asking for their feedback on the informing strategies and special
rate variation proposal, as well as our updated Long-Term Financial Plan, Delivery Program,
and Asset Management Strategy. The email had a 75.83% open rate. The SRV consultation
was also communicated in our Council e-newsletter (sent to 1,911 subscribers, 66.5% open
rate); events e-newsletter (3,359 subscribers, 56.26% open rate); and three weekly precinct
e-newsletters (270+ subscribers, >58.5% open rates). Council emailed a total of 6,310 people
during the engagement period.

Council also used traditional methods and social media to raise awareness among the
community of the need for a rate rise and the proposed options. A media release was sent to
33 local media contacts, and the story was covered in North Shore Living, North Sydney Living,
the North Sydney Sun, and the North Shore Lorikeet, and discussed on the radio on 2GB and
ABC. We responded to four enquiries from the Sydney Morning Herald, North Sydney Sun
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(two enquiries) and North Shore Living. A six-post social media campaign focused on raising
awareness about the proposal and encouraging the community to attend the online and in-
person community forums, and to provide their feedback. Over the course of the campaign,
these posts were viewed 6,879 times on Facebook, 7,265 times on Instagram, and 2,177 times
on Linkedin.

Council’s special rate variation proposal was featured in several news articles including in the
Sydney Morning Herald, the Daily Telegraph, ABC News Online, and the Daily Mail, further
increasing the reach and awareness of the proposal.

During the engagement period, a number of frequently asked questions emerged from the
community. As these questions emerged Council developed responses and published these
on the special rate variation section of its website for all community members to view, to
increase transparency. By the close of consultation, there were 34 frequently asked
guestions, with detailed responses listed on the special rate variation website.

Demographically selected workshop

In addition to the feedback provided through the YourSay website and in emails, Council
undertook a workshop on Saturday 7 December 2024 with a demographically selected group
of 42 community members.

Individuals engaged in the workshop were independently recruited by Taverner Research
Group. This approach was taken to ensure that the participants were independent of Council,
and representative of the community.

Noting that there are over 60,000 residents over the age of 18 living within North Sydney, and
1.7% provided their feedback, the demographic group provides insights from a diverse range
of community members, including those that might not otherwise participate in Council
engagements.

Participants were presented with the information on Council’s financial position, asset
conditions and the rationale for proposed rating changes and discussed their views on the
proposal.

The results of this session are provided in the attached Community Engagement Outcomes
report with key findings presented below.

Question: How supportive are you of Council increasing its debt?
Average score of 2.3/5 indicating low to mid willingness.

Question: How supportive are you of Council cutting services to reduce costs?
Average score of 3/5 indicating some willingness.

Question: Do you agree with increasing the minimum rates to ensure a more equitable rating?
Average score of 3.5/5 indicating willingness.
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Question: Do you believe it is important for Council to maintain its infrastructure? If so, to

what level?

All participants said yes, with all suggesting it should be maintained to a ‘fair’ or higher
standard, with 81% suggesting a ‘good’ or ‘very good’ standard.

Good

Poor

Very Poor
0% 10% 20% 30% 40%

50%

62%

60% 70%

Question: In considering the SRV options presented, which would you prefer (if any)?

When presented with the question on whether they would prefer a special rate variation,
having been presented with information on Council’s financial background, current and future
challenges and opportunities, the highest option chosen was Option 3, following Option 1,
and then 2a and 2b. This demonstrates a strong willingness to pay within the demographically

selected group.

Option 3 (111.20% increase)

Option 1 (65.38% increase)

Option 2a (87.50% increase)

Option 2b (75% increase)

0% 5% 10% 15% 20%

25%

30%

35% 40%

When asked if the group felt the community of North Sydney would benefit from the actions

within the informing strategies, the average rating was 7.3/10.
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General community engagement - special rate variation and increase to minimum rates

Over 1,000 individual submissions sharing feedback on the proposed special rate variation
and increase to minimum rates were received from the community, demonstrating a high
level of engagement and awareness of the proposal.

In total the below number of submissions were received:
e  YourSay (online survey): 792

e Email: 245
e Inperson /by phone: 22

Of the 4,494 people that visited Council’s special rate variation website (YourSay), 17.6%
completed the survey. This would suggest a level of ambivalence or tacit support.

Whilst the submissions raised different points, several key themes emerged from the
feedback.

Some respondents recognised the need for the proposed special rate variation, citing
economic changes, the importance of the ten-year informing strategies, and the cost of the
North Sydney Olympic Pool project. However, there was general dissatisfaction with the pool
project and Council’s financial management.

Several of the respondents noted they were completing the survey following receipt of a
newsletter from a State Member of Parliament or a letter from an elected Councillor. It is
unclear if the information within these newsletters or letters influenced their responses.

Key themes from the engagement are provided below. Council’s detailed response to the key

themes can be found in Attachment 2 and all submissions in Attachment 7.

e Concerns about Council's financial mismanagement regarding the North Sydney Pool
project;

e Concerns over general financial mismanagement and calls for greater accountability and
transparency in how funds are managed and spent;

e Concerns about cost of living and affordability of rate increases;

e Calls for Council to consider selling assets including North Sydney Olympic Pool;

e Suggestions that North Sydney residents should receive free or discounted access once
the North Sydney Olympic Pool is completed due to the impact on rates;

e Calls for Council to cut non-essential spending and reduce staff to avoid rate increases;

e Suggestions that the unsustainable financial situation was not revealed before the 2024
Council election;

e Calls for increased debt including use of ‘low-interest’ State Government loans;

e Questions as to whether Council could seek additional financial assistance for the North
Sydney Olympic Pool from other levels of government;

e Calls for private schools and religious organisations pay rates;

e Business rates — some felt that the rates were too high, and others felt business rates
should be increased further to subsidise residential;

Council Meeting 10 February 2025 Agenda Page 19 of 817



e Concern about not being presented with a ‘no SRV’ or no smaller SRV options;

e  (Calls for Council to seek more financial assistance from other levels of government;

e Feedback and questions in relation to the standard levels of asset conditions and calls
for the deferral or elimination of asset projects;

e Concerns over increased services when finances are weak;

e (Calls for increased revenue elsewhere, including through fees and charges or developer
contributions;

e  Calls for existing cash reserves to be used instead of increasing rates;

e  Frustration over timing of consultation over the Christmas period;

e Support for the proposed special rate variation.

The special rate variation and increase to minimum rates consultation asked the community
several quantitative questions in addition to some with open text responses. The answers to
these questions are outlined in detail in the Community Engagement Outcomes Report
(Attachment 1) and are provided below.

A summary of results from the YourSay survey is as follows:

Question 1, Have you read North Sydney Council's long-term financial plan (LTFP)?

Did not say, 2%
No, 9% _—
\

Yes, 89%

mYes ®mNo Did not say

The survey respondents demonstrated a strong understanding of the special rate variation
options and the reasons for it presented by Council, with the majority of responses indicating
that they had read the long-term financial plan.
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Question 2, Preferred funding option?

Did not say, 24%

Option 1: Financial
Repair, 56%

Option 3: Future
growth, 9%

Option 2b: Strength
and sustainability

(one-year SRV), 6%
Option 2a: Strength

and sustainability
(SRV over 2 years),
5%

= Option 1: Financial Repair

= Option 2a: Strength and sustainability (SRV over 2 years)
Option 2b: Strength and sustainability (one-year SRV)

m Option 3: Future growth

When asked which of the special rate variation options presented was preferred, 56%
indicated Option 1, 24% did not provide a response, 9% preferred Option 3, 6% preferred
Option 2b, and 5% preferred Option 2a.

Many of those that selected Option 1 indicated that they only selected this option because
the survey required a selection. In week 3 of the consultation period, Council responded to
feedback from the community and altered the survey to allow respondents to progress
through the survey without selecting an option.

Question 3, With Options 2a, 2b and 3, for every $100 of total rates income received over
the next ten years, an average of up to $13.50 would be spent on new projects, services and
initiatives outlined in the Informing Strategies. Would you be willing to pay for this?

Did not say, 1%

Yes, 21%

No, 78%

mYes mNo Did not say
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As Council’s informing strategies include some aspects of increased service levels, which
would be funded by Options 2a, 2b, and 3, a question was included asking about the
community’s willingness to pay for this aspect of the special rate variation proposal. 78% of
respondents said ‘no’, 21% ‘yes’, and 1% ‘unsure’.

This differs to the results of both the demographically selected workshop and the
engagement on the informing strategies.

Based on the submissions provided, this response seems to largely stem from survey
respondents’ concerns around the delivery of the North Sydney Olympic Pool project and the
past management of Council’s finances.

Alongside the community engagement on the special rate variation and increases to
minimum rates, Council also exhibited and sought feedback on the draft ten-year informing
strategies. As the question of willingness to pay relates to the expenditure for increasing
service levels which are outlined in the informing strategies, the high-level support for these
strategies is provided here.

Five of the strategies had a high level of support from over 80% of respondents. Economic
Development had mixed support but from a low number of respondents. The Open Space and
Recreation Strategy had a lower level of community support, but a review of submissions
indicates 90% of the negative responses were related to a specific item related to the
Cammeray Golf Club, not the strategy as a whole.

The survey included open text questions on the proposed minimum rates increase and the
inclusion of the Infrastructure, Environment, Crows Nest Main Street, and Neutral Bay Main
Street levies in Ordinary rates.

On increases to minimum rates, 60% of respondents did not indicate a view, 7% agreed with
the minimum rates proposal, and 32% disagreed. Reasons given for disagreeing were largely
related to concerns with the North Sydney Olympic Pool project and Council’s past financial

management.

On including the current special levies (Infrastructure, Environment, Crows Nest Mainstreet,
and Neutral Bay Mainstreet) within Ordinary rates there was a mixed response. 72% of
respondents did not provide a response to this question, 10% agreed, and 14% disagreed. It
should be noted that the main reason given for disagreeing with the proposal to include
Special Levies in Ordinary rates was a perceived reduction in transparency as to how funds
are spent. This is addressed as one of the responses to key engagement themes.

Have your say on North Sydney’s next ten years
With the inclusion of funding within Options 2 and 3 of the Special Rate Variation, it is also

important to consider community involvement and feedback in relation to the draft informing
strategies.
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To ensure effective delivery of Council’s Integrated Planning and Reporting Framework
responsibilities, Council engaged the community in 2024 through its, 'Have your say on North
Sydney’s next ten years' campaign.

This initiative was designed to gather broad and meaningful input from the community on
their needs, priorities, challenges and opportunities over the next ten years to develop the
informing strategies to inform Council’s next Community Strategic Plan.

Throughout the six-week consultation period in May and June 2024, Council received over
1,000 responses to online surveys, and more than 600 individuals attended community
forums. Additionally, thousands more were engaged through both in-person and via online
events.

To ensure Council heard from unique and diverse voices, Council held dedicated workshops
for specific groups including a demographically selected group of 60+ residents, a First Nations
workshop in partnership with Indigenous consultancy Murawin, a Voice of Youth workshop
with over 50 primary and secondary students, and sessions with relevant key stakeholders.

There was widespread support and engagement from a wide cross-section of the community
in the development of this campaign and in the proposed initiatives that came out of it.

The insights gathered through this community engagement, along with extensive research
from expert consultancies Council partnered with, shaped the following five comprehensive
studies:

e  Culture and Creativity Study

e Economic Development Study

e Social Inclusion Study

e Integrated Transport Study

e  Open Space and Recreation Needs Study

These studies were developed into the draft informing strategies following their engagement
with the community, in addition to a Housing Strategy (supplement), Environment Strategy,
and Governance Strategy.

There was no study undertaken for housing as it is a legislated strategy, environment as
research had recently been undertaken, nor governance as it is focused primarily on internal
governance structures and processes.

Following consideration by Council on 25 November 2024, the draft informing strategies were
placed on public exhibition from 27 November 2024 to 10 January 2025. A total of 501
YourSay survey responses and 13 emailed submissions were received and considered.

Strong community support was received for the Integrated Transport, Environment,
Governance, Social Inclusion, and Culture and Creativity strategies (an average of over 80%
support).

The Economic Development strategy received 12 survey responses. 6 (50%) of these
supported the strategy, with 1 unsure. The 5 that did not support it suggested Council should
spend funds elsewhere.
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The Open Space and Recreation Strategy received 397 survey responses, with 137 (34.5%)
supporting the strategy, 201 (50.6%) not supporting the strategy and 59 (14.9%) unsure. The
results may not accurately reflect the views of the broader population as approximately 90%
of the ‘No’ responses were received from Cammeray Golf Club members and affiliates who
voted ‘No’ based on a single action within the strategy.

The below table shows the number of responses for each informing strategy and the
percentage of support.

Strategy Number of survey Percentage support
respondents
Culture and Creativity 18 67%
Economic Development 12 50%
Environment 13 100%
Governance 7 86%
Integrated Transport 23 83%
Social Inclusion 31 94%
Open Space and Recreation 397 35%!

1 - as described above the percentage support for the Open Space and Recreation strategy may not accurately
reflect the views of the broader population as approximately 90% of the ‘No’ responses were received from
Cammeray Golf Club members and affiliates who voted ‘No’ based on a single action within the strategy.

The results of the informing strategies engagement are presented more comprehensively in
the ‘Informing Strategies planning for our next ten years’ report being presented to the 10
February 2025 Council Meeting.

Recommended SRV Option
Having considered community feedback, a revised Option 2A is recommended.

This Option is based upon Option 2a and includes the same cumulative rate effect as Option
2a but allows for a 5% reduction in Year 1 as compared to the Option as exhibited. In addition,
the residential minimum has been decreased in the first year from $1,300 to $1,200 in
response to cost-of-living concerns.

The cumulative impact of the special rate variation recommendation is 87.05% over two
years.

Category 2025/26 2025/26 2026/27 2027/28
Minimum ad valorem ad valorem ad valorem

increase increase increase

Residential $1,200 45% 29% Rate peg

Business $1,400 45% 29% Rate peg

As with each option exhibited, this includes the current Infrastructure Levy, Environment
Levy, Crows Nest Mainstreet Levy, and Neutral Bay Mainstreet Levy being included within
Ordinary rates income.
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In their review of special rates variation applications, IPART requires an assessment of the
community’s capacity and willingness to pay. This assessment has been undertaken
independently and is attached to this report (Attachment 5). The assessment concludes that
there is capacity to pay across all groupings in North Sydney. Council will review its hardship
policy in line with the implementation of the special rate variation to provide additional
support.

The recommended special rate variation and increase to minimum rates option will generate

$544 million over ten years to deliver funding towards:

e initiatives outlined in the informing strategies;

e repayment of internal borrowings;

e 80% infrastructure renewal rate in years 1 and 2

e 100% infrastructure renewal from Years 3 to 10, to bring infrastructure to a ‘satisfactory’
condition over a ten-year period

e critical backlog infrastructure, to be addressed in Years 1 and 2

e Level 3 infrastructure backlog (asset condition 4 and 5) to be reduced by $15m per year
(indexed) from Years 3 to 10; and

e building financial strength through improved reserve levels

As part of this recommendation, and in consideration of community feedback, along with
Council’s immediate liquidity concerns, it is recommended that additional borrowings of $10
million are secured in the 2024/25 financial year to support this option. This would increase
borrowings against the North Sydney Olympic Pool to $61 million.

On review of community feedback, Council assessed the programs of work to determine what
work could be deferred until later years to reduce the rates increase required in year one.

This review deferred $4.9 million of work until later years. This has reduced the funding
required in Year 1 and will still deliver the funding for strategic priorities within a 10-year
period.

As shown in the revised Long Term Financial Plan, this will see Council meet all but 1 of the
Office of Local Government-recommended benchmark financial performance indicators from
Year 1, and all of these ongoing from Year 2. Asset management benchmark performance
indicators would be achieved by Year 3.

The assumptions contained within this plan are current informed estimates based on a range
of sources; however, long- term financial plans are inherently uncertain. They contain a wide
range of assumptions about interest rates and the potential effect of inflation on revenue and
expenditure which are largely outside of Council’s control. A sensitivity analysis was
undertaken in the Long Term Financial Plan in the Council report of 25 November 2024. This
should be read in conjunction with this report.

The below diagram shows how the additional income is proposed to be spent over this 10-
year period.
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Financial strength - /— Informing strategies,

rebuilding reserves, upgraded or new
20%/ infrastructure, 17%

Informing strategies,
perating costs, 12%

Financial m

repairing deficit, 6%

Infrastructure nfrastructure
backlog, 25% renewals, 20%

= Informing strategies, upgraded or new infrastructure = Informing strategies, operating costs
= Infrastructure renewals = Infrastructure backlog

= Financial strength - repairing deficit = Financial strength - rebuilding reserves

The amended delivery program for 2022-26 including the projects from the informing
strategies is attached to this report (Attachment 6) for adoption by Council.
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Revenue and distribution

The below chart show Council’s total permissible income increase and the cumulative
increase between 2025 - 2035.

Rates Income
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The total revenue distribution between residential and business has been determined as 60%
residential and 40% business.

Total revenue | Total revenue | % increase $ Total | % increase
generated generated 2025/26 revenue 2026/27
2024/25 2025/26 generated
(adjusted for 2026/27
levies)

Residential $38,428,247 $53,906,120 40.3% $69,538,895 29%
Business $23,533,451 $35,937,414 52.7% $46,359,264 29%
TOTAL $61,961,698 $89,843,534 45.0% $115,898,159 29%

Residential Minimums

To ensure sufficient revenue growth to service a growing population, and to ensure equity
between ratepayers of various housing types, the minimum rate is recommended to increase
to $1,200 in Year 1, and by the SRV of 29% in Year 2. North Sydney is a high-density area, and
this will increase further following NSW Government housing reforms. This growth will place
pressure on existing infrastructure and services and create demand for new infrastructure.
Ensuring an appropriate minimum will ensure improved equity.
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Based upon the change to residential minimums, the following contributions will be made.

Number of | Total revenue $ Total % $ Total %
properties generated revenue | increase revenue | increase
2025/26 2024/25 generated | 2025/26 generated | 2026/27
(adjusted for 2025/26 2026/27
levies)

Minimum 29,234 $23,213,664 | $35,072,064 51% $45,242,963 29%
category
Ad-Valorem 7,684 $15,214,583 | $18,834,056 24% $24,295,933 29%
category
TOTAL 36,918 $38,428,247 | $53,906,120 40% $69,538,896 29%

Noting that Council rates are a business expense, and in considering an equitable
contribution, it is recommended the minimum business rate be set at $1,400.

The below tables show the total impact on rates and the impact for both residential and

business ratepayers.

Residential —impact on average residential rates of Revised Option 2A

above base year per week

Base Year Year 1 Year 2 Cumulative
2024/25 2025/26 2026/27 increase
No SRV - Average $1,040 $1,081 $1,113 7.0%
residential rate under
assumed rate peg
(assuming no change to
special levies)
No SRV - Average $1,040 $1,048 $1,080 3.8%
residential rate under
assumed rate peg with
change to special levy
Annual increase in rate peg 4% 3%
(%)
Annual increase with an SV $1,040 $1,460 $1,884 81.1%
for two vyears (and
adjustment to special levy)
Annual increase with SRV 40.4% 29%
Cumulative impact of SRV $420 $849
above base year level per
annum
Cumulative impact of SRV $8.07 $16.32
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Residential — impact on minimum rates of revised Option 2A

of SRV above base year
level

Base Year Year 1 Year 2 Cumulative
2024/25 2025/26 2026/27 increase
No SRV - Minimum rate $715 $743.60 $765.91 7.1%
under assumed rate peg
(excluding levies)
No SRV - Minimum rate $812.32 $844.81 $870.16 7.1%
plus average levy charge
Annual increase in rate peg 4% 3%
(%)
Increase in minimum with S715 $1,200 $1,548 116.5%
SRV for two years
Average annual increase $812.32 $1,200 $1,548 90.6%
with an SV for two years
(based upon inclusion of
ave levies in base year)
Annual increase with SRV 47.7% 29%
(based upon incl of ave
levies in base year)
Average cumulative impact $387.68 $735.68
of SRV above base year
level (incl ave levies) per
annum
Cumulative impact of SRV $7.45 S14.14
above base year per week
Business — impact on average business rates of revised Option 2A
Base Year Year 1 Year 2 Cumulative
2024/25 2025/26 2026/27 increase
No SRV - Average business $6,724 $7,396 $7,618 13.3%
rate under assumed rate
peg (assuming change in
levies)
Annual increase in rate peg 4% 3%
(%)
Average annual increase $6,724 $10,247 $13,219 96.6%
with an SRV for two years
Annual increase with SRV 52.4% 29%
Average cumulative impact $3,523 $6,495
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It should be noted the above figures are based on the average of all rate payers in that
category. The large average business rates represent the nature of large commercial property
holdings in North Sydney, tenanted by multiple tenants.

Rationale for recommendation
Why Option 1 is not recommended

The difference between Option 1 and other options presented was the inclusion of funding
for actions contained in the 10-year informing strategies.

Under section 8C of the Local Government Act 1993, the integrated planning and reporting
principles that apply to Councils are as follows.

The following principles for strategic planning apply to the development of the integrated

planning and reporting framework by councils—

(a) Councils should identify and prioritise key local community needs and aspirations and
consider regional priorities.

(b) Councils should identify strategic goals to meet those needs and aspirations.

(c) Councils should develop activities, and prioritise actions, to work towards the strategic
goals.

(d) Councils should ensure that the strategic goals and activities to work towards them may
be achieved within council resources.

(e) Councils should regularly review and evaluate progress towards achieving strategic goals.

(f) Councils should maintain an integrated approach to planning, delivering, monitoring and
reporting on strategic goals.

(g) Councils should collaborate with others to maximise achievement of strategic goals.

(h) Councils should manage risks to the local community or area or to the council effectively
and proactively.

(i) Councils should make appropriate evidence-based adaptations to meet changing needs
and circumstances.

Despite the current financial position, Council cannot ignore its obligations to work towards
long term strategic outcomes and objectives. The North Sydney community have actively
engaged in the development of these plans in response to challenges and opportunities
currently faced and expected to be faced in the future.

This is particularly important as Council expects high-growth in the population over the next
10-years as a result of State Government planning policies.

Many of the actions contained within the integrated plans include commitments already
made by Council in past years such as expanded open space in Crows Nest, Cremorne Plaza
and Langley Place upgrades, and the completion of the Balls Head Quarantine site for
community use. A number of these projects have previously been delayed due to funding
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being rediverted to the North Sydney Olympic Pool project. New projects such as Woodleys
shed at Berrys Bay are time-dependent due to partnership projects with NSW Government.

In response to community concerns in relation to the high-level increase within Year 1,
Council staff have reviewed the timing of actions to reduce costs within the first year.

Why revised Option 2a is recommended rather than 2b

Revised Option 2A and Option 2B aim to achieve the same objectives, however Option 2B
provides for a one-off larger increase within a one-year period in a bid to address overall
revenue requirements with a lower cumulative impact than Option 2a.

Within Option 2b, both ad valorem and minimum rate payers would experience similar rates
of increase in Year 1. In contrast, revised Option 2a creates addresses equity between the two
groups of ratepayers, increasing the total percentage increase by minimum ratepayers and
reducing the percentage impact on ad valorem payers.

The following table demonstrates the differences between the two groups under Option 2a.
This option acknowledges that minimum rates have been low for some time and require a
level of correction.

Number of | Total revenue | $increase % $ Total %
properties | generated 2025/26 increase | revenue increase
2025/26 2024/25 2025/26 | generated 2026/27
(adjusted for 2026/27
levies)
Minimum 29,234 $23,213,664 $35,072,064 51% $45,242,963 29%
category
Ad-Valorem 7,684 $15,214,583 $18,834,056 24% $24,295,933 29%
category
TOTAL 36,918 $38,428,247 $53,906,120 40% $69,538,896 29%

Under Option 2A, the average cumulative weekly cost after the two-year period would be
$14.14 which is closer to the average residential increase of $16.32 than it would have been
under Option 2B. The use of unimproved land value as the basis for rating does cause
challenges in striking the right balance between benefits principles and capacity to pay
principles within the rating system.

Why Option 3 has not been recommended

It is acknowledged many in the community favoured Option 3. This option would see all
building infrastructure brought to a ‘good’ condition over a 10-year period through an
additional $15.5 million per year (indexed) from year 4 onwards. Given this additional funding
starts in year 4, Council proposes further reviews of assets before allocating this budget and
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that an acceptable increase in the backlog can be achieved through Option 2a and a capital
sinking fund.

Option 3 was the highest ranked option by the demographically selected group. Within the
general community survey, it also scored higher than Options 2a and 2b.

Consideration has been given to the large number of submitters concerned about the cost of
proposed rate increases and to those who have suggested alternative revenue streams and
cost containment measures to explore.

Revenue streams such as advertising, fees and charges for use of open space, possible
voluntary rate payments by local schools, and potential private use opportunities associated
with North Sydney Olympic Pool, will all be explored as part of a broader program to address
infrastructure conditions and needs.

Council had previously resolved to undertake a citizen jury to consider whether it was
appropriate to place advertising throughout the LGA as a means for revenue generation.
While this citizen jury has not yet been conducted, the recent demographically selected group
suggested ethical advertising in the right locations would be supported to reduce pressure on
Councils budgets. While there have been some challenges associated with development
approvals, it is recommended that considering the community consultation, Council proceeds
to explore advertising opportunities.

From a cost perspective, service level reviews may identify opportunities to reduce or alter
services and deliver savings, and the planned property review may identify options to increase
revenue and/or sell unused land.

While not guaranteed income, each of these opportunities are valid to explore. However, they
must be explored proactively and in consultation with the community rather than reactively
- leading to backflips and regret.

Throughout the coming years, further consultation will be undertaken with the community in
relation to expectations in relation to the condition of assets. From this review there may be
recommendations for some building to be brought to a higher standard. While not funded
through the recommended SRV option, continuing to explore financial opportunities as
discussed above may assist with these projects and any other new demands.

Why is a large increase in Year 1 is required
As a result of low unrestricted cash and reserves, Council’s unrestricted current ratio

demonstrates that Council does not have sufficient liquid assets to pay its liabilities as and
when they fall due.
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The increase in Year 1 will generate $25M in additional revenue to ensure Council has
sufficient funds to honour its employee leave liabilities and repay bonds and deposits and
other short-term payables as and when they fall due.

To reduce the Year 1 and Year 2 impact, the original options proposed provided for a delay in
renewals within the first two years. This comes after Council has already delayed renewals in
2023/24 and 2024/25.

In addition, following community feedback a further review has been undertaken in relation
to the timing of strategic projects resulting in a reduction of expenditure in Year 1 and a
reduction in the recommended SRV from 50% to 45%, with residential minimums reducing
from $1,300 to $1,200.

Under this recommendation, the unrestricted current ratio remains under the benchmark of
1.5 until Year 2 but improves to 1.14.

It should be noted that the special rate variation options have been designed to address the
critical financial position in the first two years, following which the aim is to strengthen
Council’s financial position, respond to strategic priorities and address infrastructure needs.

Why have service cuts not been included

Council delivers 48 groups of services to the community, representing 139 discreet services.
As discussed, when comparing private value with public value, while a resident might feel a
particular service is not of value, this may not be the same for others in the community.
These services provide public value for over 70,000 people, with some people taking
advantage of some services more than others. This includes 20,484 library members, over 130
Bushcare volunteers, and countless participants at community centres, arts and craft
facilities, and Council’s Planet X.

The focus of submitters in suggesting service cuts was largely suggesting a return to core
services of roads, rates, and rubbish, suggesting some of the more socially or morally driven
services could be reduced.

The introduction to this report discussed the complexity in decision-making when comparing
private value with public value. Each member of the community values public goods in
different ways, and while some services might not be of value to one person, they may be of
value to others. Determining public value can be a significant challenge for Councils as there
is no exact formula to measure it. Councils must carefully balance competing priorities,
limited resources, and the diverse community needs to deliver services and infrastructure
that provide the greatest overall benefit.

The SRV consultation focuses on a financial cost, being a rate increase, is understandably likely
to receive feedback from those concerned rising costs. Should Council wish to reduce service
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levels, such as the opening hours at Stanton Library, the maintenance of parks, verge mowing,
social services, or environmental initiatives, it should only do so after consultation with the
community to outline exactly what is proposed to be cut. Naturally, these consultations will
generate interest from those that value these services and may result in a different outcome.
Elected Councillors are chosen by the community to make decisions on their behalf;
deciphering collective benefit is one of these complex decisions.

Based upon the capacity to pay analysis undertaken by Morrison Low, reactive cuts to services
are not warranted.

Despite service cuts not being recommended as a reactive measure, it is good practice to
regularly review services. The service review framework has been introduced for this purpose,
with service reviews to be undertaken in a considered and prioritised manner. This ensures
the consequence of such decisions are adequately explored and limits the likelihood of
decision reversals. Council staff will not recommend service cuts without due process.

Should Council wish to include service reduction or cuts as part of the financial repair strategy,
it is important that these services are nominated. Council’s financial position is critical and
requires clear direction. Suggesting broad service cuts without nominating the services
believed to be of less value than the cost of rate variation is not constructive to achieving
financial sustainability.

In considering those services nominated by respondents to consultation, the following
information is offered.

Events — Outside of a small team of events staff, the largest cost for events is New Years Eve.
Council is obligated to manage the crowds in council owned or controlled parklands and
cannot avoid this responsibility or cost. Council may consider ticketing NYE events, however
after administration, this will not have a material impact on Council’s immediate or broader
financial position. Reducing smaller public events reduces the opportunity for people to enjoy
free entertainment, and the support of local businesses in villages.

Arts — Council has a very small team of approximately 2 FTE that support the delivery of arts
initiatives. Arts and culture have consistently featured in community satisfaction surveys as
opportunities for improvement. Further, as demonstrated in the Inner West and other areas
of Sydney, art and culture attract people to live, play, and work in an area. Consultation during
the ‘Next Ten Years’ campaign suggests Council should increase its efforts in this space.

Library Services — the Stanton Library has over 20,000 members and is bursting at the seams.
This service provides value to a diversity of people across North Sydney, including those that
visit for school or work. Libraries are community hubs that allow people to interact and
engage which is critical in a community where lone-person households are dominant.
Libraries also provide a safe place for vulnerable members of the community or even those
escaping the heat. Any reduction in this service should be fully consulted on.
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Community Services — Council has a small team of ficefull-time employees who support social
services within the community through youth services, accessibility and inclusion,
multicultural services, liaising with other levels of government to refer and support vulnerable
members of the community. The team also acts to leverage social capital from the community
through volunteer engagement and management. In addition, the community services
budget included subsidies to community centres across North Sydney LGA. These centres
provide considerable value to the community and any funding cuts would be felt through
reduced community programs.

Bushland management and sustainability — North Sydney values the environment; it is one of
our core values. Services such as bushcare cannot simply be reduced at a point in time and
then reintroduced in better financial environments. Continued protection and rehabilitation
is required to retain the quality of our environment. Volunteers play a large part in our
bushcare program. Council’s streets alive and community gardens are well supported by the
community and increased demand for opportunities to be involved in projects continues.
These initiatives are as much an opportunity for social inclusion as they are to generate
environmental outcomes.

Why $10 million in loan funding is recommended and not more

In response to the immediate liquidity position of Council, Council proposes to seek an
additional $10 million loan funding in the quarter 4 of the 2024/25 financial year. This funding
will be attributable to the North Sydney Olympic Pool, bringing total loan funding for the
project to $61 million.

Without a special rate variation, it is unlikely Council would be able to borrow significantly
more as our Long-Term Financial Plan does not show sustainable finances, nor is it
recommended that the North Sydney Olympic Pool be geared any higher.

Council loans are presented to Council monthly in the Investment and Loan Borrowings
Report. At the time the loans are entered into, they are above the Reserve Bank of Australia
(RBA) cash rate and are higher than the amount of interest we receive in bank deposits. If
Council was to borrow large amounts of money, the cumulative impact of the interest
payments over 10 to 20 years would represent a poor financial outcome for our community
and would restrict future services and asset renewal.

For example, a $20 million loan over 20 years (maximum term under TCorp loan), would
require $16.824M in repayment over the first ten-year period. This would provide net
cashflow for the period of $3.176M for the ten-year period or $317K per year. In addition, it
would leave $16.824M in loan repayments to the next generation (the 2035/36 - 2044/45
period). Over the twenty-year period, an additional $13.648M in rating revenue would be
required to fund interest.
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In considering community feedback, it is acknowledged that there are strategic reasons for
borrowing funds, including to purchase income producing assets. For this reason, the financial
objectives of the long-term strategy have changed from ‘reducing debt’ to ‘strategic use of
debt’. Despite this, the Long-Term Financial Plan does not anticipate relevant projects. This
could change over time and Council should ensure borrowing capacity.

Organisational Improvement Plan

In the Organisational Improvement Plan presented to the 25 November 2024 Council
meeting, savings and productivity initiatives that have been implemented in the last two years
or are currently being considered for implementation were identified. Once fully
implemented, this will represent approximately $7 million a year benefit to Council and a
potential $5 million one-off through the sale of land. It should be noted that whilst these
initiatives generate a benefit, they may not flow through to savings in the Long Term Financial
Plan as some of the savings have been refactored into other resources. However, this has
decreased the amount of additional revenue required through the special rate variation.

To demonstrate the impact of the expected efficiency gained through these initiatives, the
Long-Term Financial Plan assumes there will be no additional corporate administration costs
for increased services (including the North Sydney Olympic Pool) and increased capital works
programs. The plan assumes improved governance and administration measures will lead to
efficiency gains that absorb these costs.

In addition, a capital sinking fund will be developed for rescheduled projects, and this will also
receive funding through any new revenue sources and increases in organisational efficiency.

This funding will be used to further improve Council’s assets. Council will report on this to the
community six-monthly to show progress being made.

Next steps in the special rate variation and minimum rate application process.

Council must apply to IPART for approval to increase rates and the minimum rate amount
through a special rate variation and minimum rates increase application.

IPART assesses the applications using the following criteria:

1. the need and purpose of a different rate path for the council’s General Fund is clearly
articulated and identified in the Council’s Integrated Planning and Reporting (IP&R)
documents, including the LTFP;

evidence that the community is aware of the need for and the extent of a rate rise;

the impact on affected ratepayers must be reasonable;

the relevant IP&R documents must be exhibited, approved, and adopted by the Council;
the IP&R documents or the Council’s application must explain and quantify the
productivity improvements and cost containment strategies; and

6. any other matter that IPART considers relevant.

vk wnN

If Council resolved to submit an application, the proposed timeline for the SRV application
process would be as follows:
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e Following the Council decision: Council lodges the special rate variation and minimum
rates application (subject to above decision).

e Between March and April 2025: IPART invites submissions from the community and
evaluates the application.

e  May/June 2025: IPART makes its determination and advises Council.

e June 2025: Council makes the rates and adopts the Operational Plan and Budget for
2025/26.

Council will continue to inform the community in relation to the proposed special rate
variation and increase to minimum rates. This includes corresponding with all community
members that submitted submissions to the proposal and asked that they be kept informed.

The Organisational Improvement Plan will be maintained, and Council will continue to look
for ways to improve efficiency.

Consultation requirements

Community engagement has occurred in accordance with Council’s Community Engagement
Protocol. The detail of this report provides the outcomes from the engagement for Council to
consider prior to adoption.

A summary of the feedback is included in this report. A more comprehensive summary is
contained in the attached Community Engagement Outcomes Report.

Financial/Resource Implications

This report and recommendation will address Council’s poor financial position and build
financial strength and sustainability to ensure the community can continue to be supported.

The financial implications of the proposed special rate variation and minimum rates increase
are outlined in the body of this report. The financial sustainability review indicates that
Council needs to act immediately to address its financial challenges, or it will become
unsustainable.

Legislation

Section 8B of the Local Government Act 1993 states that the following principles of sound
financial management apply to Councils:
(a) Council spending should be responsible and sustainable, aligning general revenue and
expenses.
(b) Councils should invest in responsible and sustainable infrastructure for the benefit of the
local community.
(c) Councils should have effective financial and asset management, including sound policies
and processes for the following:

(i) performance management and reporting,

(ii) asset maintenance and enhancement,

(iii) funding decisions,
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(iv) risk management practices.
(d) Councils should have regard to achieving intergenerational equity, including ensuring the
following:
(i) policy decisions are made after considering their financial effects on future generations,
(ii) the current generation funds the cost of its services.

The report recommends actions necessary to achieve compliance with the Local Government
Act 1993 and Office of Local Government Guidelines should Council resolve to undertake
Community Engagement/Public Exhibition on the proposed SRV and updated draft Long Term
Financial Plan respectively.
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Executive Summary

This Community Engagement Outcomes Report details the outcomes of the community awareness and
engagement strategy undertaken by North Sydney Council (“Council”) in relation to a proposed application
to the Independent Pricing and Regulatory Tribunal (“IPART”) for a Special Rate Variation (“SRV”), which was
delivered from Wednesday, 27 November 2024 to Friday, 10 January 2025.

The engagement was planned with two key objectives:

1. Inform: to raise awareness of why an SRV is needed and inform the community of the options being
considered and resulting impacts on service levels.

2. Consult: to publicly exhibit the draft Long-Term Financial Plan (“LTFP”) and seek community feedback
on the proposed SRV options and the proposal to increase the Minimum Rates for residential and
business rating categories.

Implementation of this engagement was carried out in accordance with the Community Engagement Action
Plan considered by Council at its Ordinary Meeting held on Monday, 25 November 2024. Significant effort
was made to effectively promote the engagement, with a wide range of communication tools and platforms
utilised to inform the community of the engagement and explain how members of the community could
participate and provide feedback on the four SRV options being considered by Council.

As part of the engagement, Council facilitated an online survey to gather community feedback on the
proposed SRV options and changes to minimum rates. The survey was made available via Council’s dedicated
SRV Have Your Say webpage. In total, 792 responses to the survey were received. Self-initiated written
feedback received by Council up until 10 January 2025 totalled 227 submissions, emails and letters.

Council also conducted a workshop with 42 demographically selected residents. The workshop was designed
to build capacity for participants to meaningfully engage with the content and make informed decisions.
While the participants were presented with the same information as was available on the Have Your Say
webpage and in the other community forums, they had the ability to dive deeper into the issues. The
majority of the workshop participants indicated they understood the current and future financial challenges
facing North Sydney Council. The majority believed it is important to address all the challenges, including
continuing service delivery, ensuring a strong Council, ensuring intergenerational equity, and being proud of
where they live (62%). SRV Option 3 — future growth (111.20% cumulative over three years) was typically the
most preferred of workshop participants.

Key Findings

e Council’s communication and awareness efforts were successful, with extensive traditional and social
media coverage from local, Sydney-wide and national media outlets, 4,494 discrete visitors to
Council’s Have Your Say page, 6,885 receiving an electronic direct mail (EDM) and 426 attending a
face to face or online information session, precinct committee meeting or workshop to inform
themselves about the proposal.

o Ofthe 4,494 visitors to the Have Your Say page, 792 completed the online survey on the SRV and
Minimum Rate proposals. Of the 792 survey respondents most respondents to the online survey
understood why Council was proposing applying for an SRV and increasing minimum rates, 89 per
cent indicated that they had read the Council’s Long Term Financial Plan (LTFP) containing the
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proposals. Only two submissions indicated that they didn’t understand the SRV proposal and three
that they didn’t understand the minimum rates proposal.

e If Council does proceed in applying for an SRV, the preferred option indicated in the survey was for
Option 1 — Financial Repair (65.38% cumulative over three years), with 56 per cent of responses
selecting this option. A substantial proportion of survey responses either did not indicate a
preference (25 per cent of responses) or stated that they did not support an SRV but chose Option 1
as the lowest of the options. The next most favoured option was Option 3 — Future Growth (111.20%
cumulative over three years), with 9 per cent of responses, followed by option 2b — Strength and
Sustainability (a one-year increase of 75%) with 6 per cent of responses favouring this option and
Option 2a — Strength and Sustainability (87.5% cumulative over two years) with 5 per cent of
responses. Those who took part in demographically selected workshop and dove deeper into the
issues, preferred Option 3 — Future Growth (111.9% cumulative over three years).

o Sixty per cent of survey respondents didn’t express a preference for or against the minimum rates
proposal, with 32 percent of responses disagreeing and seven per cent supporting the proposal.

e The most common objection to the SRV proposal was that residents should not have to pay for the
increased costs associated with the North Sydney Olympic Pool (NSOP). Approximately 38 per cent of
respondents suggested a range of alternatives to the SRV options including selling assets, cutting
costs either through further operational efficiencies or service reductions, seeking government
assistance, utilising debt or redistributing the rates burden to business or those that are currently
exempt from paying rates (e.g. private schools).

o Affordability and ongoing cost of living was nominated as a concern by approximately 16 per cent of
respondents. These respondents indicated that both proposed SRV options were unaffordable, with
most objecting to the extent of the proposed rate increases. A small number of these respondents
indicated that they agreed that an SRV was necessary, but that the increases proposed under the
SRV options and minimum rates proposal were too significant.

Next steps

Should Council proceed in applying to IPART for an SRV and Minimum Rate increases, it will need to prepare
and submit two applications to IPART in February 2025, one for the SRV and one for the Minimum Rates
increases. IPART will publish the application (if any) and accompanying materials to its website and invite
public submissions from members of the community via a community consultation process. IPART will review
and consider all submissions it receives, prior to releasing its final decision in relation to the application.

The timeline, along with further information on the SRV process, including how IPART assesses SRV
applications — is available from IPART’s website at www.ipart.nsw.gov.au.
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1 Introduction

1.1 Background and context

North Sydney Council (‘Council’) is a Sydney Metropolitan Council providing services to 72,014 residents as of
2023 across 10.5 square kilometres, with a population density of 6,862 people per square kilometre. The
population is currently forecast to grow to 79,442 by 20362, which is an increase of 10.3 per cent over 13
years. However, the recent opening of two metro stations in the Local Government Area (LGA) and the
identification of the Transport Oriented Development (TOD) accelerated precinct around the Crows Nest
metro station have grown population forecasts for the LGA to 85,000 to 87,000 people by 2036 based on
New South Wales (NSW) Government housing targets.

In May and June 2024, Council engaged the community in an important conversation about ‘The Next Ten
Years’ for North Sydney. Through a series of thought-provoking discussion papers, panel sessions, surveys
and workshops, the community considered where we are now and where we would like to be over the next
decade. This work together with extensive research from external consultancies Council partnered with in
several key areas has informed the development of seven draft Informing Strategies and will inform Council’s
new Community Strategic Plan. These strategies aim to ensure the community of North Sydney continues to
enjoy a quality of life and a sense of community supported by responsive services and high-quality
infrastructure that support this evolving community.

Critical to delivering these aspirations is Council’s financial position. Council’s financial strength and
sustainability directly impact its ability to deliver services and infrastructure at a level both needed and
expected from the growing community.

Council is facing significant financial challenges and is currently in an unsustainable financial position. Despite
efforts to improve financial management through organisational restructuring and other improvement
initiatives, the increased costs of the North Sydney Olympic Pool redevelopment, reductions in other sources
of revenue, and rising infrastructure backlogs require immediate response to ensure long-term financial
sustainability. These challenges are compounded by increased service delivery costs, ageing infrastructure,
and the needs of a growing population. Without intervention, the funding gap will continue to widen,
impacting Council’s ability to maintain services and invest in essential infrastructure.

Funding the 10-year LTFP is critical for Council to meet the Office of Local Government’s Integrated Planning
and Reporting (IP&R) obligations. IP&R is a strategic framework used by councils in New South Wales to align
their planning, decision-making, and resource allocation with 10-year community priorities and legislative
requirements.

1 https://forecast.id.com.au/north-sydney - These forecasts were last adjusted in March 2024 by .id, the population experts, on behalf
of North Sydney Council.
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1.2 Proposed SRV Options

To address these issues, Council has considered and consulted with its community on three primary options
for a potential permanent SRV, each providing a different level of benefit. There are two potential SRV paths
for Option 2; Option 2a proposes an SRV implemented over two years and Option 2b is a proposed one-year
SRV. All four SRV options are as summarised in Table 1 below.

All the SRV options will address Council’s current deficits, provide sufficient funds to complete the
committed North Sydney Olympic Pool project and allow council to implement systems and process
improvements to enable more effective governance as per the Improvement Program and Governance
Strategy. All options include the expected efficiency gains from Council’s improvement program.

Options 1 and 2 set aside some funds to renew infrastructure and reduce Council’s infrastructure back log
over time. Option 3 allows Council to further improve the condition of infrastructure. Option 2 and 3 also
allow sufficient funds to implement Council’s Informing Strategies. Table 2 below outlines what each SRV
option will be able to provide. The timeframes set out in the options below were designed to balance the
need to address Council’s current liquidity position with the community’s capacity to pay for rate increases
as outlined in the separate Capacity to Pay report.

Table1 Proposed SRV options

All options include the rate peg 2027-28 Cumulative

Option 1: Financial repair 50.00% 5.00% 5.00% 65.38%

Option 2a: Strength and sustainability (SRV

50.00% 25.00% Rate peg 87.50%2
over 2 years)

Option 2b: Strength and sustainability (one-
year SRV)

75.00% Rate peg Rate peg 75.00%

Option 3: Future growth

Rate peg (base case for LTFP)3 4.00% 3.00% 3.00%

2 The Office of Local Government SRV Guidelines and IPART Guidance requires that SRVs are stated at the cumulative impact of the
proposed rate increase over the number of years that the SRV is proposed to be implemented. Option 2a is proposed to be
implemented over two years and 2b is proposed to be implemented over one year, therefore its cumulative rates in the table above
are compounded over two and one year’s respectively. However, this doesn’t provide an accurate comparison for these options
against the other proposed options (option 1 and option 3) that are over three years, as the rate peg increases will then apply after
the SRV is implemented. If the assumed 3% rate peg is applied for years two and three, the comparison rate for option 2a is 93.31%
and for option 2b is 85.66%.

3 This is a somewhat conservative estimates in comparison to the current 2025-26 rate peg that were announced in November 2024,
it assumes a continued decline in inflation over the coming years.
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Table2 What does each SRV option provide?

Option 1 Option 2 (aand b) Option 3

Deliver current services and address core deficits @ @ @

Deliver required systems replacement in
Governance Strategy

Maintain infrastructure renewals (80% renewal rate
in first two years and 100% thereafter)

Repay 70% of borrowings

Reduce infrastructure backlog*

Deliver expanded services and new and upgraded
infrastructure identified in the Informing Strategies.

Improve building assets to a ‘good’ condition, with
$15.5 million per year from 2028-29 to further
improve infrastructure.

© 00 60 0O 6

®@ ® © © O ©
®@ 00 0 0 6

1.3 Proposed changes to special levies

Council has also undertaken a review of its rating structure and proposes to remove the infrastructure,
environmental and main street levies, which are paid separately to ordinary rates. The income from these
levies would be incorporated into the ordinary rates charged and permissible rates income would be raised
entirely through ordinary rates. Making Councils’ rating structure simpler and more equitable. Residents are
paying approximately 90% of all the levies, whereas they pay 60% of total ordinary rates and receive
approximately 60% of the benefits from Council services. These changes mean that residents would pay 60%
of the total permissible income and businesses pay 40%.

4 Critical infrastructure addressed in first two years, $15 million per year (indexed) from 2027-28 to bring assets to a satisfactory
condition.

© Morrison Low 5

Council Meeting 10 February 2025 Agenda Page 48 of 817



Attachment 10.3.1

il

MorrisonLow

1.4 Proposed Minimum Rates

North Sydney has one of the lowest minimum rates in metropolitan Sydney. Over 77% of residents currently
pay the minimum rate and this does not support the level and variety of Council services currently offered to
each household. To improve equity and ensure revenue keeps pace with growing unit developments, Council
proposed increasing minimum rates in 2025-26 to:

» $1,300 for residential properties

« $1,400 for businesses

After 2024-25, minimum rates will increase by the approved rate path, which may either be one of the
proposed SRV options or the rate peg, as outlined in Table 3 below.

Table3 Proposed minimum rates for each SRV option and the base case

All options include the rate peg Current

2025-26 2026-27 2027-28
2024-25

Residential Rates

Option 1: Financial repair $1,300 $1,365 $1,433
Option 2a: Strength and sustainability (SRV

P & v $1,300 $1,625 $1,674
over 2 years)
Option 2b: Strength and sustainability (one- 715%*

P & v > $1,300 $1,339 $1,379
year SRV)
Option 3: Future growth $1,300 $1,560 $1,716
Rate peg (base case) S744 $766 $789
Business Rates
Option 1: Financial repair $1,400 $1,470 $1,544
Option 2a: Strength and sustainability (SRV $1,400 $1,750 $1,803
over 2 years)
Option 2b: Strength and sustainability (one- $715* $1,400 $1,442 $1,485
year SRV)
Option 3: Future growth $1,400 $1,680 $1,848
Rate peg (base case) $744 $766 $789

*For comparison purposes, it is important to note that in addition to the current minimum rate of $715 in
2024/25, residential ratepayers currently pay an average of $129.34 in infrastructure, environmental and
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main street levies. These special levies will not be charged in addition to the minimum rate under the new
SRV proposal.

Council has developed a revised Long-Term Financial Plan (LTFP), which includes four proposed Special Rate
Variation (SRV) options and a base case without an SRV, which has been placed on public exhibition for
comment alongside of the consultation on the SRV options. Council also exhibited an updated 2022-2026
Delivery Program, a revised Asset Management Strategy to support the revised LTFP. To ensure best practice
in delivering Council’s IP&R obligations, these documents focus on the longer-term future of the LGA,
accommodating future growth and aspirations of the community as well as addressing the short term
liquidity challenges that Council faces now.

Council also developed, exhibited and sought feedback on its draft Informing Strategies that were developed
to the extensive consultation undertaken in May and June 2024. These included:

Culture and Creativity Strategy

Economic Development Strategy

Environmental Strategy

Governance Strategy

Housing Strategy supplement

Integrated Transport Strategy

Open Space and Recreation Strategy

Social Inclusion Strategy.

SRV Options 2a, 2b and 3 included funding to deliver these strategies, which included a small component of
new assets and/or expanded services of no more than 13.5% of the total rates revenue.

The consultation for all of the above was undertaken in parallel to the SRV consultation, which ran from 27
November 2024 to 10 January 2025.

2 Engagement Process

Council developed a Community Engagement Strategy which was endorsed by Council at its meeting of 25
November 2024 and is included in Appendix A of this report.

This engagement was defined as ‘high impact’, which means that the issues have a real or perceived impact
across the whole LGA. The issue has the potential to create controversy and has a high level of potential
community interest.

It is also considered to have ‘high complexity’, as the information presented to the community was based on
relatively complex financial analysis and needed to be expressed in terms that are easily understood.
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2.1 Engagement purpose and objectives

The purpose of the community engagement was to ensure that the community is adequately informed and
consulted about the impact of the proposed special rate variation and the impact of not applying for a special
rate variation.

The objectives of this community engagement process included:

o To present the proposed SRV options and proposed minimum rates.
» To identify the impact of the SRV options on the average rates across each rating category.

» To gauge the community’s willingness to pay for the new initiatives proposed in the Informing
Strategies.

s To exhibit the draft Informing Strategies, an updated 2022-2026 Delivery Program and a 2025-35
Long-Term Financial Plan (LTFP) demonstrating the impact of the proposed SRV on Council’s
operating results from 2025-26 for feedback and final endorsement by Council.

o To communicate to the community the timeline and process for any potential SRV application.

» To gather and consider the community’s feedback to inform Council’s final decision on whether and
how to move forward with an SRV application.

2.2 Engagement framework

The engagement strategy was developed to ensure that it meets the SRV and Minimum Rate assessment
criteria set out by the NSW Office of Local Government, who sets policy and oversees the local government
industry, and the Independent Pricing and Regulatory Tribunal (IPART), who will assess any SRV and
Minimum Rate application submitted. It was also developed in compliance with Council’s Community
Engagement Policy and Protocol as well as the International Association for Public Participation (IAP2)
Australasia Quality Assurance Standard.

Under Council’s Community Engagement Policy, all engagements are guided by the following principles:

»  Focus and commitment: Council will ensure that the rationale behind the engagement is clearly
stated and will consult with affected parties before making decisions.

» Resourcing: Council will ensure that any proposed project is adequately resourced, and the level of
community consultation relates to the level of community involvement required.

»  Timing: Council will undertake community engagement at the earliest appropriate stage of the
project.

« Inclusiveness, accessibility and diversity: Council will ensure that the groups or individuals invited to
participate in the consultative process are representative of the overall target group, and that
communication strategies are designed to reach the broadest appropriate sections of the community
and attract the broadest range of community interests.

» Provision of information: Council will provide sufficient information to participants that is accurate
and unbiased, and that will provide opportunities for them to form sound opinions and decisions.
Council will undertake to provide information in plain English and, where appropriate, provide
information in languages other than English and in alternative formats.
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Responsiveness and feedback: Council will provide regular updates to participants during the
consultation process and at the project’s conclusion detailing the outcomes of the consultative

process.

Evaluation and continuous improvement: All consultation conducted by and on behalf of Council
will include an evaluation component. The outcomes of all consultations will be used to better
inform future Council decisions. A summary of all evaluations will be available to the public on

request.

The level of engagement is defined from the IAP2 Spectrum of Public Participation in the figure below. This
spectrum outlines the level of engagement required depending on the purpose and desired outcome of the
project.

Figure 1
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IAP2 Spectrum of Public Participation
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To meet the assessment criteria for an SRV application, Council must:
Demonstrate that the need and purpose of a different rate path for Council’s General Fund is clearly
articulated and identified in Council’s IP&R documents.
Show evidence that the community is aware of the need for and the extent of a rate rise.
Show that the impact on affected ratepayers is reasonable.
Exhibit, approve and adopt the relevant IP&R documents.

Explain and quantify the productivity improvements and cost containment strategies in its IP&R
documents and/or application.
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6. Address any other matter that IPART considers relevant.

To meet criterion two, Council would only need to undertake engagement at the “inform” level, but a
“consult” level would ensure it more fully meets criteria one and four.

Additionally, where the proposed SRV funds additional projects, services or service level increases, Council
must consider the community’s willingness to pay for these increases with increased rates, as required for
criteria three.

As a result, this community engagement action strategy was drafted to meet both the inform and consult
levels of engagement. This means that Council provided the public with balanced and objective information
to assist them in understanding the problem, alternatives, and preferred solution and to obtain the public’s
feedback on analysis and alternatives. Council kept the public informed, listened to and acknowledged
concerns and aspirations, and provided feedback on how public input influenced the decision made by
Council.

2.4 Engagement Activities and Reach

Council’s engagement strategy included a number of mechanisms to engage with its community around the
SRV options. These aligned to the essential and some desirable protocols for inform and consult
engagements under its Community Engagement Policy as outlined in Table 4 below.

Examples of the collateral developed is provided in Appendix B and a copy of the Fact Sheet is provided in
Appendix C.

Table4 Engagement Mechanisms

Mechanism Level of Recommended Activity and reach

consultation under Protocol

Web page (Your Say  Inform Essential Have Your Say page for SRV including LTFP, Delivery

North Sydney) Program and AMS. Separate pages for each Informing
Strategy. The page received approximately 4,494
discrete visitors over the course of the engagement.
Detailed analytics on visits are provided in the section

below.
Newspaper Inform Essential Developed and published in editions of the Mosman
advertisements Daily and North Shore Times throughout the

engagement period, a sample is provided in Appendix B.

Fact Sheet Inform Essential Fact Sheet was developed and provided on the Have
Your Say Page, as well as directly mailed to all residents.
A copy of the Fact Sheet is provided in Appendix C.

Media Releases Inform Essential Council developed a separate media plan to release
information and manage media coverage. The
information around the proposed SRV options and
Minimum Rate increases was taken up and covered
widely by a variety of media outlets. Sample media
coverage is provided in Appendix D.
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Information Display
or Kiosks

e-Newsletter

Social media
channels

Reference Groups -
Citizen Jury

Precinct Committee
Session

Face-to-face forums

Online forum
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Recommended Activity and reach
under Protocol

Essential Kiosks with reference materials were set up at Council’s
Customer Service Centre, Stanton Library and North
Sydney Community Centre.

Essential Council drafted and delivered five (5) electronic direct
mail (EDM) messages to a total of 6,115 subscribers for
general council, events and precincts news on 28 and 29
November 2024 and on 2 and 6 December 2024. Of the
6,115 who received an EDM, 4,092 opened it. Sample e-
Newsletter is provided in Appendix B.

Essential Council utilised social media channels to inform the
community of the SRV and Minimum Rates consultation.
Samples of social media posts are provided in Appendix
S

Essential Council engaged an external facilitator (Cred Consulting)
to run a 5 % hour workshop with a group of 42
demographically selected residents. Details of the
workshop and outcomes are provided in Section 3.2
below. The full report from the workshop is provided in
Appendix H.

Essential Council works with approximately 17 local precinct
committees on a range of issues that are relevant to
them. Senior Staff and the Mayor conducted a separate
forum to brief and respond to questions from
representatives of all the precinct on 3 December 2024
at Fred Hutley Hall. A sample forum presentation is
provided in Appendix F.

The Mayor also attended further Precinct Committee
meetings as they fell during the consultation period,
these included:

s Lavender Bay on 28 Nov 2024 (44 attendees)
s Milson on 5 Dec 2024 (38 attendees)

»  Wollstonecraft on 10 Dec 2024 (80 attendees).
Council’s CEO also attended and presented at
this Precinct Committee meeting.

»  Willoughby Bay on 12 Dec 2024 (32 attendees)

Essential Council conducted an in-person forum at 6pm on 4
December at Fred Hutley Hall. This session had 30
registrations and 23 attendees. A sample forum
presentation is provided in Appendix F.

Essential An online forum at 6pm on 16 December 2024. This
session had approximately 80 registrations and 167
attendees. A sample forum presentation is provided in
Appendix F.

11
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Recommended
under Protocol

Level of
consultation

Mechanism

Activity and reach

Email to Inform Desirable

engagement survey
respondents

Signage Inform Desirable

‘On Hold’ Music Inform Desirable

Video Inform As appropriate

Council emailed the Fact Sheet to approximately 770
people who had registered interest from “The Next Ten
Years” engagement in May and June 2024, who wanted
to be updated on the progress on the Informing
Strategies.

Sample signages is provided in Appendix B.

Council had messages on its telephone hold recording.

Council developed a video published on YouTube

(https://www.youtube.com/watch?v=ulY aEdzLWA),
which outlined the need for, extent of the SRV options
and minimum rates proposal. This video was linked into
a wide range of collateral, including Council’s Have Your
Say page, online news and social media posts.

Public Exhibition Consult Essential Alongside the public information materials for the SRV,
Council also publicly exhibited its updated Delivery
Program, LTFP, Asset Management Strategy, and 10-

year Informing Strategies.

Consult Desirable Council developed a survey which could be accessed via
the Have Your Say page. Council received 792 response
to the survey, with an analysis of the responses
provided in Section 3.1 below. A copy of the survey is

provided in Appendix G.

Survey

2.4.1 Have Your Say site analytics

Over the engagement period, Have Your Say page for the LTFP, SRV and Minimum Rates proposals received
4,494 visitors with 5,223 visits and 11,801 page views. Traffic to the site was initially strong, falling over late
December and early January, with a significant spike in the last week of the consultation period, as shown in
Figure 2 below.

Most visitors to the Have Your Say page are finding it via google or other search engine, or via links from
Facebook.
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Figure 2 Have Your Say page visitors summary
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Over the course of the consultation process, Council responded to the feedback from a variety of
stakeholders and adjusted its engagement activities as a result. These adjustments included:

Further highlighting the Minimum Rates proposal and consolidation of special levies: As a result of
feedback and questions raised by some members of the community, Council elevated information on
the Minimum Rates proposal impact to the front page of the Have Your Say page and delivered
additional social media post and emails to remind people of the Minimum Rates proposal. Council
also amended its feedback survey to include free text responses specifically on the Minimum Rates
proposal.

Development of responses to emails from community members on a variety of issues: As the
engagement progressed, Council developed responses to a variety of questions and feedback raised
by community members. These were provided directly back to those that raised them but were also
included in 34 Frequently Asked Questions responses published on the Have Your Say page.

Allowing respondents not to select any of the SRV options: The survey initially required a response
to the preferred SRV options before proceeding. In week three of the engagement, Council relaxed
this requirement in response to community feedback so that respondents could not select any
option and continue with the survey.
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3 Engagement findings

3.1 Survey

Council received 792 survey responses. These responses have been analysed, and the results are summarised
below in terms of the key assessment criteria for SRV and Minimum Rates. Each submission was also
analysed in conjunction with the workshop and self-initiated feedback below to identify the key themes
explored in Section 4 below. All submissions were considered without reference to any personal details
provided. One submission was excluded from the analysis, as it was specifically requested by the respondent.

The majority of respondents were residential ratepayers, with business ratepayers, tenants, workers and
students also providing their feedback. Figure 3 below outlines the types of respondents, 712 respondents
identified as only one of the categories, 68 identified themselves in two categories and six identified as more
than two.

Figure 3 Survey Respondents identified themselves in the following categories
What of the following terms best describes you? Please select all that apply.

Didnotsay | 5
Student | 4
Worker M 25
Business - tenant | 6
Business ratepayer - non-occupier | 6
Business ratepayer - owner occupier I 9
Resident - tenant B 14
Residential ratepayer - non-occupier M 72

Residential Ratepayer - owner occupier I 739

0 200 400 600 800

Survey respondents represented most North Sydney LGA suburbs, with 129 (16%) respondents from Neutral
Bay, 113 (14%) from North Sydney, and 107 (14%) from Cremorne. Figure 4 below outlines the suburbs
represented by survey respondents.
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Figure 4 Suburb of survey respondents

B Cammeray (9%)

B Cremorne (14%)
Cremorne Point (3%)
Crows Nest (6%)

| Kirribilli (6%)

H Kurraba Point (3%)

M Lavender Bay (2%)

B McMahons Point (4%)

® Milsons Point (2%)

M Neutral Bay (16%)

H North Sydney (14%)

M Outside North Sydney LGA (1%)

St Leonards (2%)

H Waverley (0%)

2%

Waverton (6%)

Wollstonecraft (11%)

Most respondents heard about the SRV and Minimum Rates proposal from an email or e-newsletter or the
direct mail letter sent to all residents. Social media, media and word of mouth were the next most popular
sources for awareness. Figure 5 below outlines how respondents heard about the SRV and Minimum Rates
proposals.

Figure 5 Sources of community awareness

How did you hear about the SRV?

Event

Outdoor advertising
Print

Community noticeboard
Online search

Other

Word of mouth
Email/enewsletter
Media

Council website

Letter from Council
Precincts

Council meeting / agenda
Social media

o

20 40 60 80 100 120 140 160 180 200
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3.1.1 Understanding the need for a rate rise

Survey responses demonstrated a strong understanding of the SRV options and the reasons for it presented
by Council, with the majority of responses indicating that they had read the LTFP. Two survey responses
indicated that they did not understand the SRV options or the LTFP.

Figure 6 Survey response — Familiarity with Council's long-term financial plan (LTFP)?

Have you read North Sydney Council's long-term financial plan
(LTFP)?

2%

M Yes
H No

Did not say

3.1.2 Feedback on SRV

When asked which of the SRV options presented was preferred 56% indicated Option 1, 24% did not provide
a response, 9% preferred Option 3, 6% preferred Option 2b and 5% opted for Option 2a. Many of those that
selected Option 1, indicated that they only selected this option because the survey required a selection. In
week 3 of the consultation period, Council responded to feedback from the community and altered the
survey slightly to allow respondents to progress through the survey without selecting an option.
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Figure 7 Preferred SRV Option

Preferred funding option: (select one)

M Option 1: Financial repair - 65.38%
B Option 2a: Strength and sustainability (SRV
over 2 years) - 87.50%

Option 2b: Strength and sustainability (one-
year SRV) - 75%

Option 3: Future growth - 111.20%

H Did not say

Most of the responses indicating that they didn’t support the SRV options rejected the need for any increase
above the rate peg. Although some did indicate that they were more favourable to a smaller SRV. Feedback
from those that indicated a negative response was focussed on the following themes:

35% expressed concerns over the management of the North Sydney Olympic Pool (NSOP) project,
most commonly indicating the view that residents should not have to pay for the increased costs
associated with the project.

27% expressed concerns over the Council’s ability to manage its finances generally.

27% expressed concern that there were not enough options, the lowest SRV being 65%. There was a
variety of opinions around what other options should be considered, including a “no SRV” or rate peg
only option, as well as options for lower SRVs combined with more significant cost cutting and other
funding sources.

27% indicated that Council should cut costs and “live within its means”.

23% expressed a view that the increases were not affordable, particularly in the current high
inflation environment that has put significant pressure on the cost of living generally.

7% stating that the increase was just too high over too short a timeframe.

Several of the respondents noted they were completing the survey following receipt of newsletter from a
State Member of Parliament or a letter from an elected Councillor, copies of these are provided in Appendix
I. Many of those that referenced the newsletter and letter, indicated that they did not support the SRV and
recommended that Council act in line with the recommendation in the newsletter or letter.

Of the responses that were supportive of one or all of the SRV options, the following themes were prevalent:

26% expressed a view or understanding of the SRV being required to ensure the ongoing financial
sustainability of Council.

22% expressed an expectation of better services and improved assets

18% expressed concerns over the management of the NSOP project.
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3.1.3 Community willingness to pay

A criterion for IPART to evaluate an SRV application relates to capacity and willingness to pay. Willingness to
Pay is considered when an SRV is proposed to support increasing service levels or implementing new
services, assets or projects. As Council’s Informing Strategies do include some aspects of increased service
levels, which would be funded by Options 2a, 2b, and 3, a question was included asking about the
community’s willingness to pay for this aspect of the SRV proposal.

When asked whether they would be willing to pay for the component of the SRV that included the new
projects, services and initiatives from the Informing Strategies that were outlined in SRV Options 2a, 2b and
3, 78% of responses said ‘no’, 21% said ‘yes’ and 1% did not provide a response to this question.

Figure 8 Willingness to pay for services increases in Informing Strategies

With Options 2a, 2b and 3, for every $100 of total rates income
received over the next ten years, an average of up to $13.50 would
be spent on new projects, services and initiatives outlined in the
Informing Strategies. Would you be willing to pay this?

1%

HYes
m No

Did not say

Alongside the community engagement around the SRV and Minimum Rates proposals, Council also exhibited
and sought feedback on its Informing Strategies. As the question of willingness to pay relates to the
expenditure for increasing service levels which are outlined in the Informing Strategies, the high-level
support for these strategies is provided here. Data has not been provided on the feedback for the Council’s
and Housing Strategy supplement.

For the remaining seven strategies, the feedback for support is provided in Figure 9 below, with the number
of total responses (n) also provided for each strategy. This shows that for most of the strategies there was a
high level of support for most of the strategies, indicating that there is a willingness to pay for these
strategies, with over 80% support for the Environmental, Governance, Integrated Transport and Social
Inclusion strategies and two thirds supporting the Culture and Creativity Strategy. While 50% supported the
Economic Development Strategy. Albeit each of these strategies received a much smaller number of
submissions than the SRV and Minimum Rates proposals.

The Open Space and Recreation Strategy received 397 survey responses, with 137 (35%) supporting the
strategy and 201 (51%) not supporting the strategy. The results may not accurately reflect the views of the
broader population as approximately 90% of the ‘No’ responses were received from Cammeray Golf Club
members and affiliates who voted ‘No’ based on a single action within the strategy.
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Figure 9 Support for Informing Strategies

Do you support the strategy?

Economic Development Strategy n=12
Sodial Inclusion Strategy n=31
Open Space and Recreation Strategy u m n =397
integrated Transport Strategy n=23
Governance Strategy n=7
Environmental Strategy | - 5
Culture and Creativity Strategy m n=18

0% 20% 40% 60% 80% 100%

HYes HNo Unsure

More detailed analysis of the feedback from the Informing Strategies will be provided separately to this
report.

3.1.4 Feedback on Minimum Rates proposal

There were fewer responses that expressed a view on the Minimum Rates proposal, with 60% not indicating
a view, 7% agreeing with the Minimum Rates proposal and 32% disagreeing. Three responses indicated that
they did not understand it.

Of those that disagreed with the Minimum Rates proposal, many did not distinguish between the SRV
options and the Minimum Rates proposal, with similar themes coming through, including:

*  31% expressing the view that Council should cut costs and “live within its means”.

»  28% expressing concern over Council’s ability to manage its finances

o 28% expressing concern over the management of the NSOP project

*  23% identifying the cost of living crisis and affordability as an issue

o 22% expressing the view that there were not enough options, including a rate peg only option or
lower SRV options.

° 6% stated that the minimum rate increase was just too high.

Of those that agreed with the Minimum Rates proposal, most indicated that it would improve equity in the
rate burden across residential ratepayers, particularly between those in units and homes.

3.1.5 Feedback on the proposal to consolidate current special levies into ordinary rates

Most respondents did not express a view or expressed ambivalence towards this element of the proposal.
Fourteen per cent of responses did not support the proposal and 10% supported it Two per cent or 14
respondents indicated that they did not understand this element of the proposal. Interestingly, in both those
that supported and those that did not support it, the predominant theme of ensuring transparency and
accountability came through. For those that did not support it, they were of the view that this proposal

© Morrison Low 19

Council Meeting 10 February 2025 Agenda Page 62 of 817



Attachment 10.3.1

il

MorrisonLow

would reduce transparency. For those that supported, they were either of the view that it would not impact
transparency or that Council should ensure that transparency was not impacted by this change.

Council engaged an external consultant (Cred Consulting) to develop and run a 5 % hour workshop with a
group of demographically selected residents.

This community workshop was held on Saturday 7 December, between 9.30am and 3pm at Fred Hutley Hall.
43 community members from North Sydney attended the workshop.

Participants were a pool of residents who had previously been engaged during consultation to develop the
Informing Strategies, independently recruited by Taverner Research to ensure a representative cross-section
of the community.

Figure 10 Suburbs of workshop participants

B Crows Nest and St Leonards
Neutral Bay

B North Sydney
Wollstonecraft

Cammeray

—— Workshop
Representation Kirribilli

B Milsons Point and Lavender Bay
B Cremorne and Cremorne Point

B Waverton

B McMahons Point
~ Community

Representation
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Figure 11 Length of time in North Sydney LGA

WO to 5years
m5to 10 years
m 10 to 20 years

20+ years

Figure 12 Age of workshop participants

W 18 to 34 years

= 35 to 49 years

Workshop

Representation | 50 to 64 years

65+ years

~ Community
Representation

Other demographic details included:

*  61% identify as female and 39% as male

* 51% were born overseas and 35% speak a language other than English at home
o 14% live with a disability

o 7% identify as LGBTIQA+

o 49% are renting and 51% own or part-own their home

o 78% live in apartments and 22% live in fully detached or non-detached houses

o 28% are couples living with children, 28% are couples without children, 26% live alone, 17% live in
group households and 4% live with extended family.
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The purpose of the workshop was to:

3.2.3
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inform the community on the current financial situation and the LTFP and proposed SRV
understand community sentiment on the commercialisation of public spaces in North Sydney
understand community sentiment on service levels and asset maintenance and renewal

understand the community’s preferred option for an SRV.

Workshop structure and process

The workshop agenda was designed to achieve the following outcomes:

[ ]
decisions.
[ ]

To build capacity for participants to meaningfully engage with the content and make informed

To understand the community’s preferred SRV option.
To understand the community’s views on increasing minimum rates.

To understand the community’s views on rolling levies into one income stream.

While the participants were presented with the same information as was available on the Have Your Say
webpage and in the other community forums, they had the ability to dive deeper into the issues. The
workshop was attended and facilitated by Council’s senior staff and participants were asked to review the
information putting themselves in the shoes of Councillors having to make a decision on a way forward. The
high level agenda of the workshop is provided in the table below.

Agenda item Topics

Introductions

Setting the scene:

Presentation

Small group activity

The challenge:

Presentation
Q&A
Small group activity

Whole group menti

© Morrison Low
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Council’s responsibilities
Legislated services
Discretionary services
Assets

Finances

Informing Strategies

Why is council facing financial challenges?
Sources of income

Rates comparison with other councils
Efficiency improvements (past and present)
North Sydney Pool issues

Council systems issues

What happens if nothing is done
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Agenda item Topics

o Draft LTFP

» SRV options and outcomes

«  Other income opportunities and limitations

Asset and Services: »  Cutting services to reduce costs

. » Asset service level expectations
* Presentation

»  Whole group menti

«  Small group activity

SRV options e Minimum rates proposal

. »  Consolidation of levies into ordinary income
* Presentation

« Q&A

+  Whole group menti

» SRV options, including which option is preferred

+  What information does the community need to provide

meaningful feedback on the proposals?
»  Small group activity

Next steps and close » Complete survey

At the end of the workshop participants were asked to complete a survey. 39 participants completed the
survey.

The below sections outline the outcomes of the workshop in line with the relevant SRV assessment criteria.
The full workshop final report is provided in Appendix I.

3.2.4 Understanding the need for a rate rise

Participants were asked to discuss what financial strength and sustainability for Council means to them. Key
points from the discussion included the importance of having realistic, long-term plans and the need to make
sacrifices now to ensure financial sustainability in the future.

Participants suggested that financial strength and sustainability means diversifying revenue sources beyond
parking fees and recognising that Council operates with community priorities at its core, rather than as a for-
profit business. They also spoke about how having financial strength and sustainability will make North
Sydney a better place to live.

The majority of the workshop survey participants (97%) indicated they understood the current and future
financial challenges facing North Sydney Council. Some noted their understanding was still high-level and
they would like more details.

Some participants also indicated they felt surprised and disappointed by the current financial situation in
North Sydney.
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The majority of workshop survey participants believe it is important to address all the challenges listed. This
included:

» continuing service delivery (84%)

» ensuring a strong Council (78%)

» ensuring intergenerational equity (68%)

» being proud of where they live (62%).
Participants want to see these challenges addressed for several reasons. These included:

» aresponsibility to future generations, protecting heritage and assets, ensuring that residents and
businesses have their needs met

« preserving North Sydney’s social fabric and putting Council on a sustainable footing.

3.2.5 Feedback on the SRV

Option 3 — future growth (111.20% cumulative over three years) was typically the most preferred followed
by Option 1 — financial repair (65.38% over three years).

Participants discussed the benefits and challenges of all of the SRV options, their feedback is summarised

below.

Table5 Workshop feedback on the SRV Options

Identified Benefits

Identified Challenges

Option 1 - Financial
Repair

Option 2a - Strength
and sustainability
(increase over two
years)

© Morrison Low

Cheaper for residents

Ensures financial repair
without the extras

Maintains the current
financial position

It's a middle ground solution
that maintains the current
budget and some strategies

Community can see feedback
implemented in strategies

It is affordable and sustainable
which is good for future
growth

Provides succession planning

Council Meeting 10 February 2025 Agenda

It would mean the
engagement around the
strategies was wasted

It’s a band-aid solution that
doesn’t solve long-term
financial shortfall or lead to
any progress

There will be no adequate
maintenance

It is a big jump for the
community, especially those
on the minimum rate

Need to ensure there is
transparency across which
strategies are implemented

High cost of living and
financial stress experienced by
community
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Identified Benefits Identified Challenges

Option 2b - Strength «  Provides more planning and o Itis abigincrease in the first
finance for strategies year and some communities
might not be able to pay

and sustainability
(single year increase) » The 2026-2027 increases are
not as drastic

» ltis beneficial for the
community and future growth

« s fair to everyone

» It provides financial stability

» It allows usto get on top of »  More expensive for ratepayers
the financial situation and and residents may struggle
move quickly, therefore it will
be more sustainable in the
future

Options 3 — Future
growth
» No immediate benefits

» Allows us to have the ‘nice to
haves’

» Allows income generated
from buildings

One group suggested the following additional options:

» decrease staff pay

» increase efficiency and culture

« increase minimum to $1,500 for everyone and business - pay minimum plus 50%

» decrease paid services and encourage volunteers

» big business (CBD tax) and tax for businesses with staff travelling to North Sydney LGA
» levies for private schools, hospitals and other businesses

s outsource admin to another council.

3.2.6 Community willingness to pay

Participants were asked to provide feedback on a range of approaches to raising revenue. Overall,
participants were supportive of several strategies, including:

»  Widespread advertising (92% of workshop participants) providing it preserves the community’s
aesthetic appeal and aligned with community values.

» Commercialisation of public spaces (89%) including hiring public spaces such as Coal Loader, North
Sydney Oval, North Sydney Pool and parks.

»  Selling Council land (64%) with conditions to protect community interests.
With each of the above, participants expressed the need for limitations in these potential revenue streams

including:

© Morrison Low 25

Council Meeting 10 February 2025 Agenda Page 68 of 817



Attachment 10.3.1

il

MorrisonLow

Impacts need to be managed, and community needs still need to be met.
Mixed responses on land sales. — as a “last resort”.
Didn’t support increase in debt.

Overall, across the different asset categories, participants generally ranked asset service levels at three or
lower out of five, indicating they feel asset service levels do not meet broader community expectations.

All participants said that they believed it was important for council to maintain its infrastructure. All
participants also suggested it should be maintained to a ‘fair’ or higher standard. with 81% suggesting a
‘good’ or ‘very good’ standard, as per.

Figure 13 Participant responses: To what level should Council maintain its infrastructure?

Very Good 19%
Good 62%
Fair 19%
Poor
Very Poor
0% 10% 20% 30% 40% 50% 60% 70%

They were then asked what services Council should cut and/or reduce and the impact on community this
might have. Suggestions include:
Administration costs to improve efficiencies

Waste collection including at community centres and childcares, however, this could lead to rubbish
build up

Hard waste collection

Reduce street cleaning

Garden and kerbside greenery maintenance

Education officers

Arts funding, and instead explore sponsorship opportunities
Events, or move towards ticketed events

Gym and pool management

Bushcare education which could be managed by schools or volunteers instead
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o Transfer air pollution marks to state government
o Urban design
o Leisure and aquatics
o Publicart.
Participants were asked to rate on a scale of one to ten whether they believed the North Sydney community

would benefit from the proposed actions within the Informing Strategies. The average rating was 7.3,
indicating participants believe North Sydney would benefit from the proposed actions.

3.2.7 Feedback on the Minimum

Participants were generally in agreement with an increase in the minimum rate, although there was slightly
less support for consolidating levies into a single income stream. While both measures were seen as fair and
equitable, there were concerns about the costs to residents, particularly during a cost-of-living crisis, and
transparency about where their money was going if the levies were rolled together.

Participants were asked whether they agree with increasing the minimum rate to ensure more equitable
rating. The majority of participants agreed.

Participants who agreed provided the following reasons:

« It will help make a positive financial change and reduce the impact of bad financial decisions.
» It's a fair, equitable and affordable increase and rates have to go up eventually.

» To ensure buildings can be repaired and generate revenue through leasing.

o Loving the community and wanting everyone to be able to enjoy the area.

« Theincrease is in line with other LGAs.
Participants who did not agree provided the following reasons:

o Theincrease is too much in a short time especially with the cost-of-living increases.

» They don’t feel like other options have been properly considered and they feel the figures are
misleading.

« It's not fair.

» They are not confident Council will achieve the goals outlined in the long-term financial plan.

The majority of participants (82%) indicated they feel a minimum rate of $1,300 is appropriate. Those that
did not agree felt that it was unfair to make residents pay for poor management by Council, and that it is a
large increase without much warning.

3.3 Self-initiated feedback
Council received 227 submissions via email in addition to those provided via the Have Your Say page survey.

Many of these submissions indicated that they also completed the survey. The sentiment around the SRV in
these emails was similar to that provided in the survey, with some minor differences:

»  Email submissions were more focused on requesting information around the SRV.
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» A high proportion of emails raised the issue of the survey not providing a “no SRV” option in the
question on preferred options.

» A number of email submissions sought more detail to calculate the impact of the options on their
individual rates.

»  Email submissions were almost entirely focussed on the SRV, there was only a limited number of
email submissions that made mention of the Minimum Rates proposal, and none identified the
proposal to consolidate special levies into ordinary rates.

4 Keythemes

The feedback from surveys and self-initiated submissions, as well as issues and comments from the
workshop and community forums have been considered in identifying the following key themes from the
consultation process.

Figure 14 Survey and other responses that identified the themes

Concerns over management of NSOP project

Concerns over general financial management

Why was a "no SRV" or other smaller SRVs not presented?

Alternative - cut costs

Alternative - sell assets

Alternative - sell NSOP

Alternative - increase revenue

Alternative - defer or eliminate asset projects

Alternative - seek government assistance

Alternative - increase or retain debt

Alternative -access TCorp low-interest loans

Alternative - make private schools / religious organisaiton pay rates

Alternative - make businesses pay more

Alternative - use cash reserves

Concerns over cost of living and affordability of rate increases
Why was the unsustainable financial situation not present before...

Timing of consultation over Christmas period

Call for accountability and transparency in how funds are managed

o
[%a)
o

100 150

Number of responses

g

250

Council was provided with these themes prior to the finalisation of this report, and its response to these will
be provided in Council’'s Engagement Key Themes - Council Responses document.

4.1 Concerns about Council’s mismanagement of the NSOP project
Concerns over the NSOP project was the most prevalent theme in the survey responses, with 25% of
responses noting this. The predominant commentary around this was concerns over mismanagement or the

project and anger around the community being asked to pay for the budget blow out. These comments were
also linked to a desire for better transparency and accountability for the project. There was also an element
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of concern that the permanent SRV was not the right instrument to address the shorter term financial issues
that have been created by the NSOP project.

Three per cent of responses stated that Council should sell the pool, some stating that the sale should be to
the State Government. Many of those that identified seeking government assistance or utilising low interest
Treasury loans as an alternative to the SRV indicated that this should be done to fund the NSOP project.
Others expressed that there was no need to reduce the current debt burden associated with the NSOP
project as quickly as indicated in the LTFP, some even comfortable with further increases in debt to fund the
project. Continuing and increasing debt to fund the project, was also linked to improved intergenerational
equity around the project.

Three per cent of survey responses wanted to see residents receive either free or discounted access to the
new pool development. Although many responses indicated that they don’t use the pool.

4.2 Concerns over financial management of Council generally

Concerns over general financial management at Council were expressed by 18% of survey responses. These
responses were linked to needing to make the decisions required for the management of finances with the

current level of rates. Of the responses that mentioned general financial management concerns, other main
issues also mentioned, included:

» concerns around the NSOP project
» concerns that current services and assets are not adequate
» concerns about why there wasn’t a rate peg or lower SRV option

» concerns around cost of living and views that Council should not put further financial burden on
ratepayers

» views that Council should cut costs rather than increase rates.

4.3 Concerns about not being presented with a "no SRV" or smaller SRVs options

Eighteen percent of responses expressed concerns that there was no “rate peg only” or “no SRV” option or
that there were no SRV options lower than Option 1. Concerns of a “no SRV” option was also prevalent in the
email submissions that Council received. While the majority of these responses indicated that they did not
support any SRV, some indicated that they would be comfortable with a lower SRV.

Much of the commentary around the lack of a “none of the above” option to the question around the
preferred SRV expressed concern around being forced to choose an option. Regardless of the options
selected to the preferred SRV question, if the respondent’s feedback indicated that they didn’t support the
SRV, this was registered as a “disagree” in above.

Responses that raised this concern were also most likely to offer other approaches to ensure that no SRV was
required, suggestions included selling assets, cut costs and services, seek government assistance, use low
interest government loans, make businesses pay more, make private schools pay, increase revenues through
privatisation or growth, or increase debt. See Section 4.4 below for further analysis of this theme.
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4.4 Council should find alternatives to an SRV

Many survey responses identified alternatives to an SRV including:

Finding cost cutting measures (18% of survey responses) with 20% of the responses that raised cost
cutting as an option also noted reducing or eliminated services.

Sell or dispose of non-essential or under-performing assets (11%), with 3% of respondents
specifically identifying the sale of the NSOP. Email submissions and some survey responses pointed
to the sale of approximately $53 million of commercial property assets owned by Council.

Find other sources of revenue (8%), including through increased user fees, increased rates from
future growth, and increased developer contributions.

Defer or eliminate infrastructure and asset projects (6%).
Seek assistance from State or Federal government (6%).

Access debt (5%) either through retaining current debt that is planned to be repaid or increasing
debt.

A further 3% suggested accessing low interest State Government loans.
Ensuring private schools and/or religious institutions pay rates (3%).
Shift the burden of increased rates to businesses and not residents (3%).

Use Council’s current cash reserves (1%).

Many of the respondents that offered alternatives to the SRV indicated that recovery should be planned over
a longer timeframe.

4.5 Cost of living and affordability concerns

Cost of living and affordability concerns were raised by 16% of the survey responses. The recent high
inflation environment with wages not keeping pace was the central concern. Many expressed specific

concerns for those on a fixed income, especially pensioners.

4.6 Timing of consultation

Four per cent of responses raised concerns over why the information of Council’s financial challenges and the
proposed SRV options was not provided before the September 2024 council elections and 2% of response
raised concerns about the engagement period being conducted over the Christmas and New Year period.

4.7 Calls for greater accountability and transparency in how funds are managed

Ten per cent of survey responses called for greater accountability and transparency around Council’s
financial management. Some of this was linked to the NSOP project, with a need to understand who was
accountable while others wanted to ensure that the lesson had been learned and would not happen again.
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5 Conclusion

Council extends its appreciation to all members of the public who took the opportunity to learn more about
the proposed SRV, attend one of the community forum information sessions, and provide feedback on the
proposed SRV, be that through completing the online survey or making a written submission.

At the commencement of the engagement period, Council published a page on its corporate website,
available at https://yoursay.northsydney.nsw.qgov.au/srv. As noted previously, various information resources
and materials — including background documents and responses to Frequently Asked Questions —were made
available to ratepayers and other members of the community via this webpage. Council will continue to
make this webpage publicly available and a resource for information for the community, although the survey
is now closed.

Should Council determine to progress with an SRV and/or Minimum Rate application, it must do so at a
Council meeting. Council will present the outcomes of the consultation process and seek a decision on or not
to proceed with these applications at the Council meeting on 10 February 2025. Council meeting business
papers, including agendas and minutes, are published to Council’s website approximately a week before the
meeting and can be accessed here - https://www.northsydney.nsw.qov.au/council-meetings.

Should Council proceed in applying to IPART for an SRV, it will need to prepare and submit an application to
IPART in early 2025. If an application is made, IPART will publish the application —along with accompanying
materials and supporting documentation — to its website, available at www.ipart.nsw.gov.au. IPART will
invite public submissions from members of the community via a consultation process and will review and
consider all submissions it receives prior to making its final decision.
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Appendix A: Engagement Plan
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Introduction

This community engagement action plan outlines the approach, key messages and timeline for
community consultation on the potential SRV.This plan has been developed to ensure that it meets the
SRV assessment criteria set out by the NSW Office of Local Government, who sets policy and oversees
the local government industry, and the Independent Pricing and Regulatory Tribunal (IPART), who will
assess any SRV application submitted. It has also been developed in compliance with North Sydney
Council (‘Council’) Community Engagement Policy and Protocol as well as the International Association
for Public Participation (IAP2) Australasia Quality Assurance Standard.

Under Council’'s Community Engagement Policy, all engagements are guided by the following
principles:

Focus and commitment: Council will ensure that the rationale behind the engagement is
clearly stated and will consult with affected parties before making decisions.

Resourcing: Council will ensure that any proposed project is adequately resourced, and the
level of community consultation relates to the level of community involvement required.

Timing: Council will undertake community engagement at the earliest appropriate stage of the
project.

Inclusiveness, accessibility and diversity: Council will ensure that the groups or individuals
invited to participate in the consultative process are representative of the overall target group,
and that communication strategies are designed to reach the broadest appropriate sections of
the community and attract the broadest range of community interests.

Provision of information: Council will provide sufficient information to participants that is
accurate and unbiased, and that will provide opportunities for them to form sound opinions and
decisions. Council will undertake to provide information in plain English and, where appropriate,
provide information in languages other than English and in alternative formats.

Responsiveness and feedback: Council will provide regular updates to participants during the
consultation process and at the project’s conclusion detailing the outcomes of the consultative
process.

Evaluation and continuous improvement: All consultation conducted by and on behalf of
Council will include an evaluation component. The outcomes of all consultations will be used to
better inform future Council decisions. A summary of all evaluations will be available to the
public on request.

This plan addresses each of these principles in the sections below.
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Engagement Intent

Rationale for engagement

Council is considering the need to increase rates by more than the rate peg, by IPART. This need to
consider this increase results from work undertaken over the last two years across a number of areas
and is critical to ensuring Council applies sound financial management practices in exercising its
functions. This work includes:

« Astructural review to ensure the right resources are in place to effectively and efficiently deliver
services.

+ Anassessment of what is required to improve and maintain existing assets and infrastructure to
meet the community’s expected standards.

« Aseries of community engagement activities to gather input on priorities for North Sydney’s
next ten years, which shaped the development of Council’s Informing Strategies, and will in turn
inform Council’s 2025-2035 Community Strategic Plan.

Before Council resolves to make an application to IPART to increase rates above the rate peg, it must first
engage with the community so that the community is informed of the proposal and can provide its
feedback on what is being considered.

Council will engage with the community on four SRV options, as outlined in Table 1 below. Options 1, 2
and 3 will provide different levels of revenue and be able to deliver different benefits, which are
outlined in Table 2 below. Option 2a and 2b provide similar benefits, the difference between them is the
implementation period of the SRV, with Option 2a over two years and Option 2b over one year.

Table 1 Proposed SRV options for community consultation

All options include the rate peg m 2026-27 2027-28

Option 1: Financial repair 50% 5% 5% 65.38%
Option 2a: Strength and sustainability 50% 25% Rate peg 87.50%'
(SRV over 2 years)

Option 2b: Strength and sustainability 75% Rate peg Rate peg 75%
(one year SRV)

Option 3: Future growth 60% 20% 10% 111.20%
Rate peg (base case) 4% 3% 3%

1 The Office of Local Government SRV Guidelines and IPART Guidance requires that SRVs are stated at the cumulative impact
of the proposed rate increase over the number of years that the SRV is proposed to be implemented. Option 2a is proposed
to be implemented over two years and 2b is proposed to be implemented over one year, therefore its cumulative rates in the
table about are compounded over two and one years respectively. However, this doesn’t provide an accurate comparison for
these options against the other proposed options (option 1 and option3) that are over three years, as the rate peg increases
will then apply after the SRV is implemented. If the assumed 3% rate peg is applied for years two and three, the comparison
rate for option 2a is 93.31% and for option 2b is 85.66%.
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Deliver current services and
address core deficits
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Deliver the committed North
Sydney Olympic Pool project

Deliver required systems
replacement in Governance
Strategy

Maintain infrastructure renewals

80% renewal rate in
2025-26 and 2026-27,
with 100% thereafter.

80% renewal rate in
2025-26 and 2026-27,
with 100% thereafter.

80% renewal rate in
2025-26 and 2026-27,
with 100% thereafter.

Repay borrowings

Borrowings reduced by
70%

Borrowings reduced by
70%

Borrowings reduced by
70%

Reduce infrastructure backlog

Critical infrastructure
in 2025-26 and 2026-
27, Level 3 reduced by
$15M per year
(indexed) from
2027-28

Critical infrastructure
in 2025-26 and 2026-
27, Level 3 reduced by
$15M per year
(indexed) from
2027-28

Critical infrastructure
in 2025-26 and 2026-
27, Level 3 reduced by
$15.0M per year
(indexed) from 2027-
28, with a further
$15.5M per year
(indexed) from
2028-29

Deliver initiatives outlined in the
informing strategies, including
expanded services and new and
upgraded infrastructure.

Engagement purpose and goals

The purpose of this community engagement is to ensure that the community is adequately informed
and consulted about the impact of the proposed special rate variation and the impact of not applying

for a special rate variation.

The objectives of this community engagement process include:

Strategies.

To present the proposed SRV options.

To identify the impact of the SRV options on the average rates across each rating category.
To gauge the community’s willingness to pay for the new initiatives proposed in the Informing

To exhibit the draft Informing Strategies, an updated 2022-2026 Delivery Program and a 2024-35

Long Term Financial Plan (LTFP) demonstrating the impact of the proposed SRV on Council’s
operating results from 2025-26 for feedback and final endorsement by Council.

To communicate to the community the timeline and process for any potential SRV application.

To gather and consider the community’s feedback to inform Council’s final decision on whether
and how to move forward with an SRV application.
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The key impacted stakeholders are those that pay rates in the Council’s Local Government Area (LGA) or
are renting property in the LGA, where there may be rent increases passed to cover the proposed rate

increases fully or partly.

Stakeholder groups have been identified below to ensure that the specific considerations of these
groups can be integrated into the community engagement plan. These groupings are not mutually
exclusive, that is, individuals may fall into a number of different stakeholder groups. For example,
individuals who own multiple properties in the LGA may be both resident ratepayers and landlord

ratepayers.

Table 3 Stakeholder groupings

Stakeholder group Who is in the group Specific considerations

Resident ratepayers

Homeowners who are
residents of the LGA

Proposed rate increases will be directly incurred by
these stakeholders, although these costs may be
passed on if the property is rented.

Residential renters

Renters who are residents
of the LGA

It will be a decision of the landlord on whether and
when any rate increases are passed on to renters.

Business ratepayers

Business property owners
within LGA

Proposed rate increases will be directly incurred by
these stakeholders, although these costs may be
passed on if the property is rented.

Rates are generally a business expense to this
category of ratepayer.

Business renters

Business who rent
property in the LGA

Similar to residential renters, it will be the decision for
the landlords to pass the increase cost of the rate
increase on to these businesses. Rent can be a
business expense.

Culturally and Linguistically
Diverse (CALD) members

Residents and business
operators with CALD
backgrounds

Culturally and linguistically diverse community
members will require the option to have information
presented in their preferred language.

Community stakeholder
groups

Members of community
groups that engage with
Counci

These community-led groups have a direct interest in
their members/ residents and therefore, they need to
understand why Council is proposing an SRV.

Within each stakeholder group, there will be a range of socio-economic factors that will be considered
through a capacity to pay analysis and report; this will further inform not only the affordability of any
SRV, but also may provide further insight to improve the consultation plan and key messages.
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Engagement Approach

Impact and complexity of engagement

Attachment 10.3.1
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This engagement is defined as‘high impact;, which means that the issues will have a real or perceived
impact across the whole LGA. The issue has the potential to create controversy and has a high level of
potential community interest.

Itis also considered to have‘high complexity; as the information presented to the community will be
based on relatively complex financial analysis and needs to be expressed in terms that are easily
understood.

Levels of engagement

The level of engagement is defined from the IAP2 Spectrum of Public Participation in the figure below.
This spectrum outlines the level of engagement required depending on the purpose and desired

outcome of the project.

Figure 11AP2 Spectrum of Public Participation

PUBLIC PARTICIPATION GOAL
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INCREASING IMPACT ON THE DECISION

-

INFORM CONSULT INVOLVE COLLABORATE

To provide the public To obtain public Towork directly with the | To partner with the To place final decision
with balanced and feedback on analysis, public throughout the publicineach aspectof | makingin the hands of
objective informationto | alternatives and/or process to ensure that the decision including

assist them in
undertanding the
problem, alternatives,
opportunities and/or
solutions.

decisions.

public concerns and
aspirations are
consistently understood
and considered.

the development of
alternatives and the
identification of the
preferred solution.

We will keep you
informed.

We will keep you
informed, listen to and
acknowledge concerns
and aspirations, and
provide feedback on
how publicinput

influenced the decision.

We will work with you to
ensure that your
concerns and aspirations
are directly reflected in
the alternatives
developed and provide
feedback on how public
inputinfluenced the
decision.

We will look to you for
advice and innovation in
formulating solutions
and incorporte your
adviceand
recommendations into
the decisions to the
maximum extent
possible.

We willimplement
what you decide.

© IAP2 International Federation 2018. All rights reserved 20181112_v1

To meet the assessment criteria for an SRV application, Council must:

1. Demonstrate that the need and purpose of a different rate path for Council’s General Fund is
clearly articulated and identified in Council’s Integrated Planning and Reporting (IP&R)

documents.

vokh woN

IP&R documents and/or application.

Show that the impact on affected ratepayers is reasonable.
Exhibit, approve and adopt the relevant IP&R documents.

6. Address any other matter that IPART considers relevant.

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

Explain and quantify the productivity improvements and cost containment strategies in its

To meet criterion two, Council would only need to undertake engagement at the “inform”level, but a
“consult”level would ensure it more fully meets criteria one and four.
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Additionally, where the proposed SRV funds additional projects, services or service level increases,
Council must consider the community’s willingness to pay for these increases with increased rates, as
required for criteria 3.2

As a result, this community engagement action plan is drafted to meet both the inform and consult
levels of engagement. This means that Council will provide the public with balanced and objective
information to assist them in understanding the problem, alternatives, and preferred solution and to
obtain the public’s feedback on analysis and alternatives. Council will keep the public informed, listen
to and acknowledge concerns and aspirations, and provide feedback on how public input influenced
the decision made by Council.

Council is currently preparing a 2024-35 Long Term Financial Plan (LTFP), updated 2022-25 Delivery
Program and informing strategies. These documents, which include the proposed SRV, will be
exhibited, approved and adopted by Council in parallel to this community engagement process.

Engagement timing and resources

The proposed community engagement is expected to run over a six-week period commencing on 27
November 2024 and concluding on 10 January 2025.

This community engagement will build from inform to consult:
1. Inform: to raise awareness and inform all stakeholder groups of the options being considered.

2. Consult: to seek considered community feedback on these options to inform Council in their
final deliberations on a potential SRV application.

At the conclusion of the engagement a detailed outcomes report will be prepared outlining the results
of the engagement and summarising the feedback received.

This engagement will be conducted with a team consisting of both Council and consultant resources.
This enables best value with the combination of Council Community Engagement professionals with a
deep understanding of the North Sydney community and consultant resources (from Morrison Low)
with extensive experience in communication and engagement around Special Rate Variations.

Engagement method
The proposed mechanisms to be used for this engagement are outlined in the table below.

Table 4 Engagement mechanisms

Level of Recommended Reach (stakeholder groups)
consultation | under Engagement
Protocol
Web page (Your Say | Inform Essential Engagement platform that can provide a wide
North Sydney) range of information and house the on-line

engagement survey.

Newspaper Inform Essential Key local publications:
advertisements + Mosman Daily
+ Northshore Times

Fact Sheet Inform Essential To include translation versions to cater for CALD
communities.

Media Release Inform Essential In line with a media plan

2 International Association for Public Participation (IAP2) Australasia, 2018. IAP2 Spectrum of Public Participation. Retrieved
from: https://iap2.org.au/wp-content/uploads/2020/01/2018_IAP2_Spectrum.pdf.
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Mechanism

Level of
consultation

Recommended
under Engagement
Protocol

Attachment 10.3.1

Attachment 10.7.5

Reach (stakeholder groups)

Information Inform Essential Unmanned displays in key locations (e.g.

Displays libraries) that provide information on SRV and
details of where to go if they have questions.

e-Newsletter Inform Essential Subscribers of the newsletter

Social media Inform Essential Followers of Council’s Facebook, Instagram and

channels LinkedIn.
Council’s YouTube can be utilised for live
streaming, as required.

Reference Groups Inform and Essential Small group of more informed residents to gain

- Citizen Jury Consult deeper feedback on proposal.

Combined Precinct | Inform and Essential A session with the combined Precinct

Committee Consult Committee.

Online forum Inform and Essential An online forum to optimise reach.

Consult
Face-to-face forum | Informand Essential A face-to-face forum for those unable to attend
Consult online.

Email to Inform Desirable Link from the Informing Strategies engagement

engagement to inform people who provided feedback on

survey respondents previous engagement of how it is now being
considered and proposed resources allocated.

Signage Inform Desirable Digital Billboards- one in Crows Nest and one at
the Orpheum.

‘On Hold' Music Inform Desirable

Video Inform As appropriate

Public Exhibition Consult Essential For updated Delivery Program, LTFP and
Informing Strategies

Survey Consult Desirable Enable broader feedback from community and

essential to meet the SRV assessment criteria for
community engagement.

These external community engagement mechanisms will be coupled with internal communications to
inform all staff about the proposed SRV and process and provide them with information to direct
questions from members of the public that may arise in their day-to-day interactions. This will include:

« Amanagers’briefing

- Staff briefings by executive / managers

« Information and scripting for customer service and frontline teams

« Updates in staff e-news

Council Meeting 25 November 2024 Agenda

Council Meeting 10 February 2025 Agenda

Page 212 of 217

Page 85 of 817



Roles and responsibilities

Attachment 10.3.1

Attachment 10.7.5

The roles of Councillors, Council officers and Morrison Low in the engagement process are defined in

the table below.

Table 5 Roles and responsibilities

Morrison Low (consultant)

Develop the community engagement plan

+ Draft background paper / information on the SRV and advise on

translation into key engagement collateral
Assist Council in preparation for forums

Prepare report on community engagement outcomes

Council’s communications and
engagement team

Develop collateral for the various written mechanisms, based on
information provided

+ Publish and release materials in line with this community engagement

action plan, including internal communications
Gather community feedback and provide to Morrison Low for analysis

Council CFO and finance team

.

.

Update the LTFP model and document for exhibition

Support the development of background papers and other collateral
with financial analysis and modelling

Manage the exhibition process and finalisation of the updated 2024-
35 LTFP (which includes the SRV)

Council executive and management
team (including CEO)

.

.

Brief staff on SRV, process and community engagement activities
Attend community face-to-face sessions

Answer questions raised by the community in the engagement
process

Mayor / Councillors

Approve community engagement plan
Attend face-to-face community sessions (optional, but recommended)

Mayor to participate in media interviews as appropriate

Chief Executive Officer

Approve / any adjustments to community engagement process as
required during engagement

Participate in media interviews as appropriate
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Key messages

The key messages for the community should clearly communicate what is not negotiable and what
aspects are open for community feedback to inform the decision-making process.
Non-negotiables include:
- thelegislative requirement for Council to employ sound financial management principals.
- the current core deficits in the General Fund need to be addressed, targeting sufficient surpluses
over time to ensure the ongoing financial sustainability of Council.
Community feedback is sought to:

« assess the level of community understanding of the proposed SRV and its impacts and why it is
needed.

+ gauge the community’s willingness to pay increased rates for the increased services/service
levels or new projects/strategies that the SRV is proposing to fund.

« seek submissions on the proposed SRV and the updated Delivery Plan, Long Term Financial Plan
and draft Informing Strategies.

To support these key messages and the development of collateral for the community engagement
activities, a background paper will be developed to articulate the need for, and level of SRV being
sought.

In addition, Council will also have the following reports:

1.A capacity to pay report which will investigate, analyse and report on the community’s capacity
to pay against Council’s rating categories and proposed SRV. This includes research of specific
areas across the LGA and will undertake a range of comparisons and assessments of information
for areas/locations within the LGA, and associated land use.

Any community communications and collateral will also include:
+ how community members can seek further information or have their questions answered.
« how community members can provide their feedback on the proposed SRV.

+ what to expect after the community engagement activity is completed, including IPART’s public
submission and assessment process.

Frequently asked questions

A set of frequently asked questions (FAQs) and their responses will be developed for this engagement
process. While every effort is made to ensure that this is a complete list of FAQs at the commencement,
these questions will be regularly reviewed and updated throughout the engagement process.

The below is a starting list of the questions we expect to develop for the FAQs:

How will the proposed special rate variation impact my rates?

Why do we need an increase to our rates?
What is the alternative to the proposed rates increase?

What action has Council taken to address its financial situation?

How does Council work out what rates to charge each resident?

What is Council doing to keep rates low?

Can't you get more funding from other levels of government to help pay for things?

What if | can’t afford to pay my increased rates? (Hardship Policy)

When would a rate increase be applied from?

How has Council identified the priority initiatives?
Who is IPART and what do they do?
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Detailed action plan

Table 6 Action plan
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Draft Background Paper / Morrison Low (consultant), with input 14 Nov
information for SRV provided by Council team
2 | Finalise LTFP for exhibition Finance team 14 Nov
3 | Finalise updated Delivery 14 Nov
Program for Exhibition
4 | Finalise Informing Strategies for 14 Nov
Exhibition
5 | Develop FAQs Communications & Engagement team 26 Nov 1
and Morrison Low (consultant)
6 | Draft engagement collateral, Communications & Engagement team, 26 Nov 1
including: with advice and review from Morrison
. Website copy Low (consultant)
» Newspaper ad
« Factsheet
+ Media Releases
+ Newsletters
« Social media posts
- Forum presentations
« Email to survey participant
from previous engagement
7 | Develop video on SRV Communications & Engagement team 26 Nov 1
8 | Develop Survey Communications & Engagement team 26 Nov 1
and Morrison Low (consultant)
9 | Build‘Have Your Say’page Communications & Engagement team 26 Nov 1-8
10 | Schedule face-to-face Communications & Engagement team 26 Nov
community sessions
11 | Develop media plan, draft Communications & Engagement team 26 Nov 1-8
release and social media content
for commencement of
engagement (including pre-
engagement release leading up
to Council meeting)
12 | Develop and distribute Communications & Engagement team 26 Nov 1
information and scripting for
customer service and frontline
staff
13 | Council resolves to proceed to Council 25 Nov
community consultation on an
SRV
14 | Brief managers on Council General Manager / Directors 26 Nov 13
decision and next steps
10
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Publish first newspaper Communications & Engagement team 27 Nov
advertisement on SRV
16 | Open the'Have Your Say’page Communications & Engagement team 27 Nov 13
and Survey to the community
17 | Engagement period commences 27 Nov 13
18 | Publish e-newsletters and media | Communications & Engagement team 13
releases
19 | Manage social media Communications & Engagement team 13
20 | Manage media enquires Communications & Engagement team 13
21 | Conduct face-to-face and online | Communications & Engagement team 13
community sessionsand group | Morrison Low (consultant) to facilitate
meetings public forums
Council executive and Councillors to
attend
22 | Conduct Citizen Jury Communications & Engagement team
23 | Close engagement, exhibition of | Communications & Engagement team 10Jan 17
updated LTFP and survey, and
gather all community feedback
24 | Analyse submissions and survey | Morrison Low (consultant) 21Jan 25
results and draft community
engagement report
25 | Finalise Delivery Program, LTFP Council 27 Jan 25
and Informing Strategies based
on feedback over exhibition
period
26 | Council resolves on whetherto | Council 10 Feb 28
proceed with SRV application
11
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Measures of success
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During the consultation process, the level of engagement will be monitored by Morrison Low and
Council’s Communications and Engagement team.

Any proposed adjustments to the plan will be approved by the General Manager before

implementation.

Monitoring and risk assessment

The table below documents the key risks associated with this community engagement. The risk ratings
are assessments of the residual risk after the documented risk responses are implemented.

Table 7 Risk assessment

Risk response Residual Residual Residual risk
likelihood consequence | rating

Engagement doesn’t Engagement plan and activities Medium
meet IPART assessment | to analyse and integrate
criteria. requirement to meet criteria.
Impact on ratepayers of | Capacity to pay analysis to Medium Medium Medium
raising rates atatime of | understand the impacts of rate
increasing inflationand | increase on community.
cost of living pressures. | Key messages to impact on

Council of not seeking the SRV.

12
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Appendix B: Communications and marketing collateral (samples)

Council developed a number of communications and marketing collateral elements throughout the
engagement, samples of which are found in the Figures below. The overall strategy focussed on raising
awareness and pushing residents and business owners to Council’s Have Your Say page for all the relevant
information on the SRV options and the Minimum Rates proposal. A link to the SRV Have Your Say Page is
here - https://yoursay.northsydney.nsw.gov.au/srv.

Additionally, Council exhibited its draft Information Strategies in line with the consultation on SRV and
Minimum Rates proposal. The links to these Have Your Say pages are provided below:

«  Culture and Creativity Strategy - https://yoursay.northsydney.nsw.qov.au/culture-creativity

» Economic Development Strategy - https://yoursay.northsydney.nsw.qgov.au/economic-development

o Environmental Strategy - https://yoursay.northsydney.nsw.gov.au/environment-strategy

« Governance Strategy - https.//yoursay.northsydney.nsw.gov.au/environment-strateqy

» Housing Strategy supplement - https://yoursay.northsydney.nsw.qov.au/housing-strateqy-

supplement

» Integrated Transport Strategy - https://yoursay.northsydney.nsw.qov.au/integrated-transport

» Open Space and Recreation Strategy - https://yoursay.northsydney.nsw.gov.au/os-rec-needs

» Social Inclusion Strategy - https://yoursay.northsydney.nsw.qov.au/social-inclusion

A

OUR NEXT TEH YEARS

HAVE YOUR 5AY

Culture and Creativity
Strategy

Feediack closes Friday 10 January
2025

1 OUR NEXT TEH YEARS

HAVE YOUR 5AY

Governance Strategy

DUR NEXT TEH YEARS
HAVE YOUR SAY

Open Space and
Recreation Strategy

closes Friday 10

© Morrison Low
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DUR MEXT TEH YEARS
HAVE YOUR SAY

OUR NEXT TEH YEARS

HAVE YOUR SAY

Economic
Development Strategy

Environment Strategy

Feedback doses 10 January 2025

» L

l OUR NEXT TEH YEARS

HAVE YOUR 5AY HAVE YOUR SAY

A AY

Housing Strategy
Supplement

Integrated Transport

Feadhack doses 10 January 2025

DUR NEXT TEM YEARS
HAVE YOUR 5AY

Social Inclusion
Strategy

North Sydney Council
Special Rate Variation
(SRV)
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Figure 15 Sample of newspaper advertisement

HAVE YOUR SAY
on Council’s proposed

SPECIAL RATE VARIATION

Marth Sydney Council is seeking community feedback on a
proposed Special Rate Variation (SRY) as part of its strategy to
secure long-term financial sustainability.

Please visit
yoursay.northsydney.nsw.gov.au
to have your say via our online survey and register to
attend our community forums.

= Telephone 02 9938 8100
I il ey i A G RTREMnEE

© Morrison Low 34
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Figure 16 e-Newsletter (sample)

HELP SHAPE
North Sydney's

e

FUTURE

Thank you ence again for sharing your priorities and
aspirations during North Sydney Council's ‘Have your
say on our next ten years' engagement campaign
earlier this year.

This was our most extensive community consultation to
date and a onee-in-a-generation opportunity to have your
say on North Sydney's future. We were delighted to
receive feedback from more than 1,000 people through
our online surveys and to connect with thousands mare
through in-persan and online events.

Informing our future

Your feedback, combined with extensive research, has
been instrumental in shaping eight bold, forward-looking
Informing Strategies that will guide the services and
infrastructure our community needs for the future.

Onece finalised, these Informing Strategies will shape
Council's Community Strategic Plan for 2025-2035,
which will focus an enhancing guality of life, strengthening
community, and delivering responsive services and
infrastructure that meet the evelving needs of our
population.

Council is now actively seeking your feedback on these
draft strategies.

Please visit the links below to find out more and
have your say:

© Morrison Low 35
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Culture and Creatjvity Strategy,

Economic Development Strategy

Environment Strategy

Governance Strategy

Housing Strategy Supplement

Integrated Transport Strategy,

Open Space and Recreation Strategy

Socia] Inclusion Strategy

Financial sustainability

Central to the realisation of these strategies is ensuring
long-term financial sustainability. As you may be
aware, Council is facing significant financial challenges.

Despite efforts to improve financial management through
organisational restructuring and other improvement
initiatives, the increased costs of the North Sydney
Olympic Pool redevelopment, reductions in other sources
of revenue, and rising infrastructure backlogs require

© Morrison Low 36
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immediate action to ensure long-term financial
sustainability.

To address these challenges and ensure a sustainable
future, Council is propesing a Special Rate Variation as
part of its updated Long-Term Financial Plan. This
proposal outlines four options, which present different
levels of financial strength and sustainability for North
Sydney.

Some of these options will support the delivery of the
community infrastructure and service priorities
developed in response to your feedback and outlined
in the Informing Strategies.

Flease read our pecial Rate Variation fact sheel to learn

mare.

Have your say

Council is committed to engaging with the community and
is actively seeking feedback on the Informing Strategies
and Special Rate Variation proposal, as wel as our
updated Long-Term Financial Plan, Delivery Pregram and
Asset Management Strategy.

Your feedback is crucial in helping te ensure Council's
decisions align with our community needs and priorities.

Flease visit yoursay. northsydney.nsw.gov.au to leam
mare and have your say before Friday 10 January 2025,

Thank you again for your continued engagement and for
helping to shape the future of our community.

Narth Sydney Council

© Morrison Low 37
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Figure 17 Sample of signage

s

'HAVEYOURSAY

on Council’s proposed
SPECIAL RATE VARIATION

r

North Sydney Council is seeking community feedback
on a proposed Special Rate Variation (SRV) as part of its
strategy to secure long-term financial sustainability.

Please visit
yoursay.northsydney.nsw.gov.au
to have your say via our online survey and register to
attend our community forums.

Wednesday 4 December
Hutley Hall - 6pm to 8pm

Monday 16 December
Online - 6pm to 8pm

4
Ok

Telephone 02 9936 8100 if you require assistance.

© Morrison Low 38
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Appendix C: Fact Sheet
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Overview

North Sydney Council is facing significant financial
challenges and is currently in an unsustainable
financial position. Despite efforts to improve financial
management through organisational restructuring
and otherimprovement initiatives, the increased costs
of the North Sydney Olympic Pool redevelopment,
reductions in other sources of revenue, and rising
infrastructure backlogs require immediate response
to ensure long-term financial sustainability.

These challenges are compounded by increased
service delivery costs, ageing infrastructure, and the
needs of a growing population. Without intervention,
the funding gap will continue to widen, impacting
Council’s ability to maintain services and invest in
essential infrastructure.

To address these issues, Council has developed a
draft Long-Term Financial Plan (LTFP), which includes
a proposed Special Rate Variation (SRV). The SRV
will strengthen Council’s financial position, reducing
deficits, and providing the necessary resources to
deliver services and infrastructure for the community,
ensuring a positive legacy for future generations.

Council has also considered the feedback provided
by the community during the‘Have your say on North
Sydney’s next ten years' consultation in May and June
2024 which, combined with key research, has shaped
eight draft Informing Strategies. These strategies will
guide the new Community Strategic Plan, focusing on
enhancing quality of life, strengthening community,
and delivering responsive services and infrastructure
that meet the evolving needs of our population.
Central to the realisation of these strategies is Council’s
long-term financial sustainability.
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What is a Special Rate Variation
(SRV)?

A Special Rate Variation (SRV) refers to an increase in
total general rates that is greater than the published rate
peg. Each year, the Independent Pricing and Regulatory
Tribunal (IPART) sets a rate peg for each council, which is
based on the expected cost increases that councils will
incur. When councils need to increase total rates by more
than the rate peg, they must apply to IPART for an SRV.

For an SRV to be approved, councils must demonstrate
that they have met the criteria set out by the Office of
Local Government, including demonstrating that there is
a need for the SRV, ensuring that the community is aware
of the proposed SRV, understanding the community’s
capacity to pay for the increase and making sure that the
Council’s planning and reporting documents (particularly
its Long-Term Financial Plan) reflect the need and scope
for the proposed SRV.

For North Sydney Council, the proposed SRV is critical to:

- strengthening and stabilising finances and reducing
the structural deficit

- the delivery of current service levels

- addressing a growing backlog in infrastructure
maintenance and renewal

- reducing internal and external debt associated with
the North Sydney Olympic Pool redevelopment

« securing financial sustainability to meet the needs of
a growing and changing population
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NORTH SYDNEY

COUNCIL

Dear North Sydney Community,

At the recent local government elections,
| ran on a platform that included
strengthening Council’s financial position
and continuing to increase transparency,
accountability and strong governance in
all of Council’s operations. Those promises
were not lightly made. The commitment
was made in the context that Council’s
finances were unsustainable without
urgent action and given with the full
understanding that Council is facing
significant challenges.

Addressing these financial challenges will
require difficult decisions to be made in
order to repair the impacts of more than
a decade of chaos and neglect by former
councils. We cannot ‘kick the can down the
road'for another future council to clean up.

The redevelopment of the North Sydney
Olympic Pool has increased debt and
reduced reserves, limiting Council’s
ability to invest in essential infrastructure.
The legacy of poor decisions made
about the North Sydney Olympic Pool
redevelopment has created financial
pressures that we cannot ignore.

Whilst upgrade and stabilisation works
were necessary, an independent review
found that early planning and oversight
were deficient, undertaken without
any real community consultation and
compounded by a flawed decision to enter
into a construction-only contract before
final construction drawings were provided.
The original budget was never sufficient
in the first place, considering the risks that
had been accepted by the former Council.
This directly led to significant additional
costs that now impact all of us.

Message from Mayor Zoé Baker

At the same time, revenue has declined,
while rising costs and growing demand for
services have added further strain. Many
Council assets require urgent upgrades
after more than a decade of underfunding.
Despite savings made from recent
efficiency measures, many of Council’s
systems are shockingly outdated, which
continues to hinder progress.

These pressures have placed Council
in an unsustainable financial position,
threatening Council’s ability to maintain
the essential services and infrastructure
our community depends on.

The North Sydney community highly
values the services and infrastructure the
Council provides. Without decisive action,
we risk not being able to maintain these at
the levels our community expects.

Council, therefore, proposes a Special Rate
Variation as part of its Draft Long-Term
Financial Plan.

The proposed Special Rate Variation aims
to stabilise finances, reduce deficit and
debt as well as provide resources to meet
the needs of our growing community.
This proposal is also informed by
extensive community consultation and
feedback, undertaken in mid-2024, which
emphasised the importance of long-term
sustainability and responsive service
delivery.

Since | became Mayor, | have very publicly
stated that we, as a community, would
have to have an open, honest and difficult
conversation about how to repair and
protect Council’s financial health, vital
community services and assets. This
newly elected Council is determined to
tackle head on the significant financial
challenges and work to ensure Council,
and the vital community services it
provides, are in better shape than we
have inherited.

| understand that this is incredibly
frustrating — especially at a time when
everyone is under pressure from the rising
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cost of living — and many people will feel
angry about having to address these
issues at all. It's especially challenging
knowing that this outcome could have
been avoided with better governance and
decision-making in the past. | share that
frustration and anger. There is absolutely
no satisfaction in ‘I told you so; having
been one of only three councillors to
sound the alarm against the financial
impacts of decisions of the former Council,
including voting more than 23 times
against the redevelopment of the North
Sydney Olympic Pool.

However, this Council has an obligation
and commitment to transparency and
accountability as we work to restore
financial security and long-term
sustainability.

One of the most responsible and prudent
steps is to explore a Special Rate Variation.

This Council is committed to ensuring the
community has a voice and we need your
input throughout this process. Together,
we can decide on the best path forward.
No decision will be made without being
informed by your views in this community
consultation. Itis not‘window dressing’- it
is real and meaningful consultation.

Please visit
yoursay.northsydney.nsw.gov.au
to share your feedback and register to
attend our community forums.

Finally, this Council is committed to
responsible financial stewardship. We
owe it to you and to future generations
to tackle these challenges now.

Yours faithfully,

Zoé Baker
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Why does North Sydney need to consider an SRV?

Several factors have contributed to Council’s current financial
challenges:

North Sydney Olympic Pool redevelopment: This major project
has significantly impacted the Council’s financial position. External
debt has increased, and internal reserves have been drained,
further reducing Council’s asset renewal capacity. In addition,
ongoing costs associated with interest repayments and future
renewal costs will add to operating deficits.

Declining revenue from other sources: Traditionally, around
45% of total operating revenue has been generated through user
charges, fees, and other non-rate income. This includes on-street
parking fees, fines, advertising revenue, and commercial rental
income. While this strategy has lessened the financial burden
on residents and businesses, it has also exposed the Council
to financial shock and fluctuations in income. Since the 2020
COVID-19 pandemic, adjusting for inflation, income from user
charges, fees, and other revenue streams, it is estimated that
revenue for the current fiscal year is down by $9.9 million. The
cumulative effect of declining revenue has also impacted reserve
levels and capacity for infrastructure renewal.

Asset maintenance and renewal: Current estimates of
infrastructure backlog indicate a history of underinvestment in
asset renewal, which has compounded over time and further
exacerbated funding challenges. In particular, 62% of Council
building assets have been assessed at a rating of less than
‘good; which limits their ability to best service the community.
Addressing this backlog will require targeted, sustained
investment to bring infrastructure management up to a level
that meets both current and future community expectations.

Cost increases: Costs have increased faster than revenue in
recent years. While IPART has addressed some of these issues
through rating reforms implemented in July 2024, historical gaps
remain, exacerbating the financial strain. Like many councils, we
have had to cut back on asset expenditure, leading to a growing
backlog of capital works.

Outdated information systems and technology: Over the
past two years, Council has actively reviewed its operations to
identify opportunities forimprovement. While progress has been
made, Council’s ability to generate efficiencies is constrained
by its outdated suite of information systems and technology.
These systems are not integrated, require excessive manual
intervention, and lack the sophistication needed to support timely
decision-making. The inefficiencies caused by these systems are
a major source of frustration for the workforce and, indirectly,
for residents and customers, negatively impacting the overall
customer experience.

Historically low rates income: Historically, residential rates have
remained low due to availability of other sources of income. This
is no longer sustainable. The following chart shows a comparison
of current and forecast residential rates with other councils in the
region and across Sydney. This does not factor in SRVs currently
being proposed in these council areas.
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Outside of an SRV, what is Council doing to improve its

performance?

Council has initiated a comprehensive program of review and
improvement to ensure the effective use of public funds. In
2023, a major realignment of the organisational structure was
implemented, establishing a clear leadership and service unit
framework designed to enhance role clarity, accountability and
communication, while reducing duplication and improving
collaboration across the organisation. Additionally, over $6.4
million in employee benefits and oncosts were reallocated to
streamline leadership structures and address critical resource
needs in areas such as risk management, commercial property
management, parks and gardens maintenance, organisational
improvement, technology, and strategic planning.

Ongoing and future review and improvement programs include
the introduction of:

« A process mapping initiative, initially targeting 250
high-priority processes, with plans to expand to 1,000 over
time. This effort aims to identify opportunities for greater
operational efficiency.
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« A new service level review framework to ensure that
Council’s services are aligned with the evolving needs and
expectations of the community.

« Service unit planning to identify workforce development
priorities, opportunities for process improvement, and areas
for financial review.

» A development and performance framework to support
the creation of a high-performing workforce.

« A new workforce strategy aimed at positioning Council
as a competitive employer in a challenging environment
marked by skills shortages.

Despite these significant commitments to improve organisational
efficiency, Council’s ability to generate efficiencies is constrained
by its information systems and technology.
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What options is North Sydney considering?

Council is consulting on four SRV options, which present different levels of financial strength and sustainability for North Sydney.
Options one, two and three are different in size and reflect a different level of benefit. Options 2a and 2b provide the same benefits

but have different implementation paths.

Option 1: Financial repair Options 2a & 2b: Strength and sustainability Option 3: Future growth
focuses on financial repair, improvement to  includes everything in Option 1 as well as  delivers everything in Options 2a and 2b, as
governance and administration, the delivery ~ delivery of community infrastructure and  well as additional funding to bring building
of critical infrastructure backlog projects and  service priorities developed in response to  infrastructure to a‘good’condition, over a ten-
managing debt repayments. widespread consultation in May and June 2024.  year period commencing in year 4.

Rate path proposals:

All options include the rate peg m 2026-27 2027-28

Option 1: Financial repair (3 year SRV) 50% 5% 5% 65.38%

Option 2a: Strength and sustainability (2 year SRV) 50% 25% Rate peg 87.50%

Option 2b: Strength and sustainability (1 year SRV) Rate peg Rate peg _
Option 3: Future growth (3 year SRV) _—

Rate peg (base case) 4% ‘ 3% 3% ‘

The Office of Local Government SRV Guidelines require Council to communicate the cumulative impact of the proposed rate increase over the years
of implementation. Option 2a is proposed to be implemented over two years and 2b is proposed over one year, therefore their cumulative rates in the
table are compounded over two years and one year, respectively. However, this doesn't allow for an accurate comparison with options 1 and 3, which
span three years, as the rate peg increases will then apply to options 2a and 2b after the SRV is implemented. If the assumed 3% rate peg is applied for
years two and three, the comparison rate for option 2a is 93.31% and for option 2b is 85.66%.

What does each SRV option provide?

Deliver current services and address operating deficits

Deliver required systems replacement in Governance
Strategy

Maintain infrastructure renewals (80% renewal rate in
first two years and 100% thereafter)

Repay 70% of borrowings

Reduce infrastructure backlog?

Deliver expanded services and new and upgraded
infrastructure identified in the Informing Strategies?

Improve building assets to a‘good’ condition, with
$15.5M per year from Year 4 to address backlogs

2 Critical infrastructure addressed in first two years, $15M per year (indexed) from 2027-28 to bring assets to a satisfactory condition

3 In May and June 2024, the Council launched an extensive community engagement initiative,‘North Sydney’s Next Ten Years. This initiative included
discussion papers, expert panels, workshops, and information sessions. Over 1,000 surveys were completed, alongside significant feedback from
in-person engagements. In parallel, independent consultants conducted research into key areas including open space and recreation, culture
and creativity, social inclusion, integrated transport, and economic development. This research provided valuable insights that helped shape the
priorities for North Sydney'’s future. The ten-year draft Informing Strategies are currently on exhibition until Friday 10 January and we welcome
community feedback at yoursay.northsydney.nsw.gov.au
Projects identified within these strategies include, but are not limited to, the delivery of a community facility at Berrys Bay, upgrades to North
Sydney Indoor Sports Centre, improved drainage infrastructure for sports fields, major upgrades to North Sydney Oval, upgraded amenities at
Tunks Park, footpath improvements, cycling infrastructure, upgrade and expansion of Stanton Library, Cremorne Plaza and Langley Place upgrade,
and other public domain upgrades in town centres.
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What is a minimum rate?

A minimum rate is the minimum amount of a rate that can be levied on each parcel of land. Individual rates are calculated on the
unimproved land value of a property. This can mean that the rates paid by individual houses on a block of land can be significantly
more than for units on land of a similar value. Unit holders receive the same level of services from councils and often have comparable
ability to pay rates as those in houses. For councils like North Sydney, minimum rates help ensure a degree of equity between the
rates paid by ratepayers in units and houses.

What are the proposed changes to minimum rates?

North Sydney has one of the lowest minimum rates in metropolitan Sydney. Over 77% of residents currently pay the minimum
rate and this does not support the level and variety of Council services currently offered to each household. To improve equity and
ensure revenue keeps pace with growing unit developments, Council proposes increasing minimum rates in 2025-26 to:

- $1,300 for residential properties
- $1,400 for businesses

After 2024-25, minimum rates will increase by the approved rate path, which may either be one of the proposed SRV options or
the rate peg.

Minimum rates:

Current
All options include the rate peg 2024-25 2026-27 2027-28

Residential Rates

8”;:;': ;l;\F/i)"a"Cia' repair $1,300 $1,365 $1,433
gpyt;c::sz;:/?trength and sustainability $1,300 $1625 $1,674
(O1p):c:;rr152;\:/)5trength and sustainability $715 $1,300 $1.339 $1379
8'“;12’: :é\ig‘t“re growth $1,300 $1,560 $1,716
Rate peg (base case) S744 $766 $789
Business Rates

8”;:;? ;};\F/i)"a"da' repair $1,400 $1,470 $1,544
8;;;(;22523\:/§trength and sustainability $1,400 $1.750 $1.803
8pyt(i;;rr152é)\:/)5trength and sustainability 715 $1,400 $1,442 $1,485
8‘;‘:;:‘ ;&C‘;t”re growth $1,400 $1,680 $1,848
Rate peg (base case) $744 $766 $789

For comparison purposes, it is important to note that in addition to the minimum rate, residential ratepayers pay an average of
$129.34 in infrastructure, environmental and main street levies — calculated as a base amount plus an ad valorem component based
on their land value. These special levies will not be charged in addition to the minimum rate under the new SRV proposal. Instead
it is proposed that this special levy income, which is currently levied as a separate charge, be rolled into the ordinary rate revenue.
If your property is subject to a minimum, this means that these levies will not be an additional charge in future.
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What do the proposed SRV options mean for rates?

The rates you pay depend on the unimproved land value of your property. The average rates that would result from each of the

SRV options are outlined below.

Council has also recently reviewed its rating structure and proposes the removal of the infrastructure, environmental and main street
levies mentioned above, which are currently paid separately to rates. The income from these levies would be incorporated into the
ordinary rate charged. This would mean that total permissible rates income is raised entirely through ordinary rates, making the
Council’s rating structure simpler and more equitable. Residents are paying approximately 90% of all the levies, whereas they pay
60% of total ordinary rates and receive approximately 60% of the benefits from Council services. These changes mean that residents
would pay 60% of the total permissible income and businesses pay 40%. The averages below show this change, with the levies that
are included in the average for 2024-25 and rolled into ordinary rates from 2025-26 onwards.

Proposed rates:

All options include the rate peg

Residential Rates

Current
2024-25

Option 1: Financial repair
(3 year SRV)

Option 2a: Strength and sustainability
(2 year SRV)

Option 2b: Strength and sustainability

4
(1 year SRV) 31,040

Option 3: Future growth
(3 year SRV)

Rate peg (base case)

Business Rates

Option 1: Financial repair
(3 year SRV)

Option 2a: Strength and sustainability
(2 year SRV)

Option 2b: Strength and sustainability

6
(1 year SRV) $6,724

Option 3: Future growth
(3 year SRV)

Rate peg (base case)

m 2026-27 2027-28

$1,511 $1,586 $1,665
$1,511 $1,888 $1,945
$1,762 $1,815 $1,870
$1,611 $1,933 $2,127
$1,048° $1,080 s1,112
$10,601 $11,131 $11,687
$10,601 $13,251 $13,648
$12,267 $12,739 $13,121
$11,307 $13,569 $14,926
$7,396 $7,618 $7,847

How can | find out more and
have my say?

Council is committed to engaging with the community and is
actively seeking feedback on the SRV proposal, updated Long-
Term Financial Plan, Delivery Program, Asset Management
Strategy and Informing Strategies. Community consultation is
open from Wednesday 27 November 2024 to Friday 10 January
2025. Please visit yoursay.northsydney.nsw.gov.au to learn
more and have your say.

E

$915.

v

Next steps

Once the community consultation period concludes, Council will
review the feedback received. A report will then go to Council for
their consideration of the feedback. Council will decide whether
to proceed with the SRV application. If Council decides to proceed,
the application will be submitted to IPART in early 2025. IPART
will conduct its own consultation, with public submissions likely
to be sought, before they make their determination in May 2025.
If the SRV application is successful, Council will then need to
resolve to include the SRV in its rates from 1 July 2025. The new
Community Strategic Plan, Delivery Program, Resourcing Strategy
and Operational Plan will also come into effect from 1 July 2025.

Average Residential Rate for 2024-25 includes infrastructure and environmental levies. Current average residential ordinary rates (excluding levies) are

The Average Residential Rate for 2025-26 reflects Council’s intention to remove the levies and raise total permissible rates entirely through ordinary rates.

This will redistribute the revenue collected by total levies (approximately 90% of levies are currently paid by residential ratepayers) across the ordinary

rate category split of 60%/40% Residential/Business respectively.

(=)}

levies) are $6,455.
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Average Business Rate for 2024-25 includes the infrastructure, environmental and main street levies. Current average business ordinary rates (excluding
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Appendix D: Media coverage (samples)

Coverage of the Council’s proposed SRV and Minimum Rate increase was picked up by national, metro-
Sydney and local publications. Below are some examples of news articles and links to others.

Figure 18 Excerpts from ABC News article by Tony Ibrahim from 18 November 2024

Redevelopment of North Sydney Olympic Pool leaves
council with ‘cash flow problem’, eyes steep rate hike

By Tony Ibrahim Local Government

Mon 18 Nev 2024 at 6:21 pm

The North Sydney Olympic Pool is heritage listed and considered "historically rare’. (Supplie d Faceboak)

In short:

The costs to redevelop the iconic North Sydney Olympic Pool have
blown out, with council looking at increasing its rates.

The mayor described the financial situation as a "crisis”, saying that
some property assets may need to be sold off.

© Morrison Low 40
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North Sydney Councilis considering lifting the rates paid by its landowners
by 65 to 111 per cent over three years, as the $90 million redevelopment of its
Olympic pool tied up cash flow needed to maintain other facilities.

The council plans on asking the public for feedback on four rate rise options,
before it makes a Special Variations application to the Independent Pricing
and Regulatory Tribunal.

Councillors will vote in November on whether they are happy with the
possible rate rise options before it is put to the public for consultation.

Four options between 65 and 111 per cent have been put forward.

North Sydney Council said the minimum residential land rate would rise from
$715 to 51,300 within the span of a financial year, while ordinary business rates
would increase from $715 to $1,400.

The council maintained the current rates were lower than other comparable
councils, including Ryde, Randwick and Mosman.

‘There'll be some [landowners], maybe most, who'll be really upset and angry
that they're having to do this work because of a decade of chaos and poor
decision making,” Cr Baker said.

‘But our ratepayers highly value the sorts of services that the council
provides, and | think, reluctantly ... they will help to restore the council to the
position it shouldbe in."

Link to full article - https://www.abc.net.au/news/2024-11-18/north-sydney-council-eyes-rate-rise-olympic-
pool-upgrade-blowout/104614806

© Morrison Low a1
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Figure 19 Excerpts from Sydney Morning Herald article by Megan Gorrey from 23 November 2024

National NSW Sydney councils

‘Crisis point’: North Sydney Council rates could
double to fund pool

Megan Gorrey
November 23, 2024 — 9.45am

Listen to this article
5 min

North Sydney residents’ rates could double as the estimated cost to rebuild their storied Olympic
pool soars past $100 million, prompting the NSW local government minister to urge a rethink on
whether councils should take on such large infrastructure projects.

Weeks after North Sydney Council said it would need to make “critical decisions” to salvage its
finances, councillors will consider four options that would result in rate hikes of at least 65 per
cent and possibly up to 111 per cent over three years.

On Monday, councillors will debate various suggestions for increasing revenue from rates to help
repair the council’s finances.

The council is proposing to increase its minimum residential rate — which is paid by 77 per cent of
landowners — of $§715 to $1300, and its minimum rate for businesses from $715 to $1400 next year.

It also plans to consult the public on the four options for increasing rates above the 5 per cent rate
peg for 2025-26 before the council applies to the Independent Pricing and Regulatory Tribunal for
a so-called “special rates variation” early next year. Any changes would come into effect in July.

Link to the full article here - https://www.smh.com.au/national/nsw/crisis-point-north-sydney-council-rates-
could-double-to-fund-pool-20241108-p5kp08.html

© Morrison Low 42
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Figure 20 Excerpts from Northern Sun article from 26 November 2024

Push for lower rate
rise options rejected
by North Sydney
Council majority vote

26 November 2024

North Sydney Council has voted to proceed with a public
consultation on a Special Rate Variation that proposes steep rate
increases for residents and businesses. The consultation, which
begins on 27 November and runs through 10 January, will outline
increases of around 80% on minimum rates and between 65% and

111% over three years overall.
Despite extensive debate, the council rejected an amendment from

Councillor James Spenceley to include alternative, more moderate

rate rise options in the consultation. Spenceley's proposal,

© Morrison Low 43

Council Meeting 10 February 2025 Agenda Page 107 of 817



Attachment 10.3.1

il

MorrisonLow

Under the council’'s SRV proposal, the minimum residential rate—
currently $715, paid by 77% of residents—would rise to $1,300 in
2025/26,an 81% increase. Minimum business rates would
increase from $715 to $1,400, an 84% rise.

Overall proposed increases range across 50%, 60% or 75% next
year and 65%, 75%, 87.5% or 111% over three years.

Council's 2024/25 average residential rate is $1,040 [1]. Based upon the proposed increases,
combined with an adjustment to the minimum rate from 5715 to 51,300, the average
residential rate is estimated as follows:

2025/26 2026/27 2027/28
Option 1 $1,511 1,586 51,665
Option 2a $1,511 §1,888 51,945 (assuming
3% rate peg)
Option 2b 51,762 £1,815 (assuming 51,870 (assuming
3% rate peg) 3% rate peg)
Option 3 51,611 $1,933 52,127
Rate peg [base case) | 51,048 [2] 1,080 51,112

Council’'s 2024/25 average business rate is 56,724 [3]. Based upon the proposed increases,
combined with an adjustment to the minimum rate from 5715 to 51,400, the average
business rate is estimated as follows:

2025/26 2026/27 2027/28
Option 1 510,601 511,131 511,687
Option 2a 510,601 $13,251 513,648 (assuming a
3% rate peg)
Option 2b 512,367 $12,739 (assuming | 513,121 (assuming
3% rate peg) 3% rate peg)
Option 3 511,307 $13,569 514,926
Rate peg (base case) | 57,396[4] 57,618 57,847

A Council financial report described its current position as “very
weak,” citing a $147 million infrastructure backlog and the $122
million redevelopment cost of the North Sydney Olympic Pool as

key drivers of the proposed rate increases.

Link to the full article here - https://northsydneysun.com.au/community-politics/push-for-lower-rate-rise-
options-rejected-by-north-sydney-council-majority-vote/

© Morrison Low a4
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Figure 21 Northern Sun article from 4 December 2024

Council launches
quickfire engagement
strategy on planned
rate rises

4 December 2024

North Sydney Council has kicked off a quickfire six-week
community consultation process to muster awareness of its plans

for rate rises of 50% or more from next July.
The planned rate rise aims to address what the Council says are
financial sustainability challenges and to fund infrastructure,

including but not limited to the delayed North Sydney Olympic Pool

project and other strategic priorities.

© Morrison Low 45
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The engagement process aims to meet guidelines from the NSW
Office of Local Government and the Independent Pricing and
Regulatory Tribunal, which will ultimately rule on the Coundil's rate
request.

The Council is working with New Zealand-based consultancy
Morrison Low on the engagement and compliance plan

underpinning the rate rises.

According to a Council spokesperson, "Morrison Low specialise in
providing assistance to councils undertaking special rate variations,
and were engaged under the Local Government Procurement
Contract. The value for this engagement fell below that required

for tender”

The spokesperson said that "approval” for Morrison Low to
proceed with the strategy was granted on 1% September. This was
just 5 days after the Council election at a time when votes were still
being counted, with three of the sitting councillors in the outgoing
council at the time - James Spencley, lan Mutton and Jilly Gibson -
all confirming to the Sun that they had no inkling of plans to

increase rates or take such a proposal to ratepayers at that point.

Under the plan, ratepayers are being presented with four rate rise

options:
*  45.38% cumulative rate increase by 2027-28.

*  Cumulative increases of 87.5% (twovyears) and 85.66% (one
vear) respectively.

s A cumulative increase of 111.2%,.

The minimum residential rate—currently $715, paid by 77% of
residents—would rise to $1,300in 2025/26, an 81% increase.

© Morrison Low a6
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The Council spokesperson justified the Christmas/NY timing of the
rate rise consultation on the basis that it was the culmination of a

long and deliberative process.

"We understand this is a busy time of year for many people. Like
other councils across the State, engagement is taking place
between Novermber and January to meet [PART submission
timeframes. The proposal follows an extensive process of review
and planning to ensure a financial strategy that achieved both

financial strength and sustainability” Council said.

"This included: an internal review and organisational restructuring
in 2023; the 'Next Ten Years' consultation program between May
and June 2024; the development of independent studies in August
and September 2024 and subsequent development of strategies
for five key areas including Integrated Transport, Open Space and
Recreation, Culture and Creativity, Social Inclusion, and Economic
Development; the briefing of newly elected Councillors following
their first meeting in October 2024 and the development of
Council's new Long-Term Financial Plan and SRV proposal

presented in November 2024,

Council is undertaking a public meeting tonight from épm at Hutley
Hall to an expected audience of up to 200 ratepayers, with an

online meeting to take place on 16 December,

It has also convened a so-called "citizen jury” which will meet this
weekend. "We have engaged a demographically selected group of
community members to take part in a forum on the special rate
variation next weekend. This group has been selected by an

independent research company,” the spokesperson said.

© Morrison Low a7
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Council will convene a special session with the Combined Precinct
Committee, which represents neighbourhood activists across
Morth Sydney. This session aims to engage community leaders who
can disseminate information and advocate for their precincts’

specific concerns and priorities.

Advertisements inwhat Council regards as key local newspapers,
the Mosman Daily and North Shore Times, will inform the public
about the plans. Social media campaigns will run concurrently
across platforms like Facebook, Instagram, and Linked|n to

maximise reach, particularly among younger residents.

Fact sheets summarising the SRV options and impacts will be
distributed online and in print. Materials will be translated into
rmultiple languages to cater to North Sydney's culturally and

linguistically diverse cormmunities.

Council will even employ a billboard at Crows Mest to promote the

campaign.

Morrison Low will present a detailed engagement outcomes report
to council in January 2025, summarising key findings and the
community’ s willingness to support the rate rise. This report will
inform council's decision on whether to proceed with the |PART

application.

Link to the full article here - Chttps://northsydneysun.com.au/community-politics/council-launches-quickfire-
engagement-strategy-on-planned-rate-rises/
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Appendix E: Social media posts (samples)

Figure 22 Social Media Post from 27 November 2024

MNorth Sydney Council aen
Movember 27, 2024 - &

Council is seeking your feedback on a proposed Special Rate Variation (SRV) aimed at ensuring
Morth Sydney's long-term financial sustainability. There are four SRV options, each addressing

different pathways for financial recovery and growth. Please visit yoursay.northsydney.nsw.gov.au
to learn more, have your say and register for our community forums.

HAVE YOUR SAY

on Council’s proposed

SPECIAL RATE VARIATION

.
E

-

» /T 2 A N

© Morrison Low 49

Council Meeting 10 February 2025 Agenda Page 113 of 817



Attachment 10.3.1

il

MorrisonLow

Figure 23 Social Media Post from 2 December 2024

=% North Sydney Council
December 2, 2024 - 3

Interested in learning more information about our proposed Special Rate Variation? Join us at our
community forum this Wednesday 4 December, 6pm at Hutley Hall. Register here:
northsydney.nsw.gov.au/forum

~ FIND OUT MORE

on Council’s proposed
SPECIAL RATE VARIATION

COMMUNITY FORUM
WED 4 DEC, 6PM

Please register for the event via link

5 g " F A i

— g
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Figure 24 Social Media Post from 11 December 2024

~% North Sydney Council .
December 11, 2024 at 11:02AM - 3

Find out more about our proposed Special Rate Variation at our online community forum on
Monday 16 December at 6pm. Please register to join the conversation:
www.northsydney.nsw.gov.au/srvforum

i A " |

FIND OUT MORE
Council’s proposed
SPECIAL RATE VARIATION
ONLINE
COMMUNITY FORUM
MON 16 DEC, 6PM

Please register to receive link

EX o . Wi, oot S
. o dd e

© Morrison Low 51
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Figure 25 Social Media Post from 20 December 2024

MNorth Sydney Council
December 20, 2024 at 4:29PM -

Are you aware there is an increase to minimum rates as part of the proposed Special Rate
Variation?

M Find out more and have your say: yoursay.northsydney.nsw.gov.au

Find out more and have your say:
yoursay.northsydney.nsw.gov.au

Are you aware

there is an increase

to minimum rates as part of the
proposed Special Rate Variation?

© Morrison Low 52
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Appendix F: Community forum and meeting presentations

Council delivered a number of community information presentations, the example here is from the Wollstonecraft
Precinct Committee meeting on 10 December 2024.

© Morrison Low 53

Council Meeting 10 February 2025 Agenda Page 117 of 817



Attachment 10.3.1

P iy
North Sydney

Council

Special Rate Variation

Special Rate Variation Proposal

A Council with strong financial performance is one that maintains a revenue
stream adequate to sustain existing service levels and infrastructure while
also supporting the growing needs of an expanding population.
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Our Financial Position

Where are we now?

Where are we now?

FORECAST Financial Performance Continued operational
10000 deficits over ten-year
period (plus risk).

The Office of Local
Government
Benchmark OPR is 0%.

L R S S ST S S T S S S
S X I R R I
Rl b\'C‘ AR ORI AR AR R 4
o P A A B P S LS VA

This benchmark is
insufficient to address
renewals, asset backlog
and repayment of debt.

-10,000

North Sydney Council
15000 » ‘ should aim for an OPR
——Net operating result before capital grants
e o of above 18%.
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Where are we now?

$300,000

$700,000

$600,000

$500,000

$400,000

$300,000

$200000

$100,000

2025126

FORECAST INFRASTRUCTURE BACKLOG

-

2026127
(s'000)

202728
(5'000)

2008129
(5'000)

202930
(5'000)

208031
(57000}

208132
(57000)

2032733
(57000)

203334
(57000)

2034735

(5'000) (57000)

3

A 'satisfactory' level of service refers to infrastructure that
continues to function but requires maintenance to sustain
its operational capacity. If maintenance is insufficient,
infrastructure in this category will deteriorate further,
leading to service disruptions and potential public safety
risks.

A 'good' level of service is defined as infrastructure that
operates effectively with only minor maintenance required.

62.32% of building assets are currently below a good level of
service, which has led to a range of service delivery issues,
including:

e Low utilisation rates

o Periods of closure for reactive maintenance

e Increased frequency and cost of ongoing reactive
maintenance

e Public safety risks

Where are we now?

$200,000

$150,000

$100,000

$50,000

($50,000)

FORECAST LIQUIDITY

|C>Ro|sr|lrc|?)LN Budgets being

reviewed for reduction

Capital programs will
be reviewed

If savings aren’t found,

= e = = = = = =
==
e, =M MR EEE = =

IE

NG

further borrowings
may be required.

Target $7M (however
still weak)

g

(5100000} Timing is everything —
‘=== Shortfall —Total Current Assets ——Total Current Liabilities ——Total Unrestricted Current Assets
cashflow management
critical
6
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A breakdown of costs

2024/25 financial forecast

@ Employee costs $54.4M (46.96%) Depreciation $28.7M

“o%) Materials and contracts $53.9M @ Other expenses $4.7M (4.13%)
& (46.60%)
Including:
Including:

- $3.1Min emergency services levy
- 24.41% - waste and recycling contracts - $1.2M donations and community assistance
- 20.62% - infrastructure maintenance, parks,
mowing, building repairs.
- 13.63% - service costs e.g. bank charges,
electricity, insurance, telephone, street lighting

Our Financial Position

Why are we here?

[/} Heavy reliance on user charges and other sources of revenue

® Revenue decline

=) Insufficient investment in infrastructure renewals

s Poor investment in systems and process

9 North Sydney Olympic Pool
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Why are we here?

Attachment 10.3.1

Declining Revenue

Historical - Total Income (excluding rates, annual charges, NSOP income and one off items)

7000
60000 /
50000 \/\/\

30,000

10,000

2018/19 2022723 2023720
50318 2133 a7.050 a5 52,203
50470 58976 27 e 1053

Relatively low reliance on rates

Council average residential rates comparison
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Why are we here?

Critical infrastructure backlog

North Sydney Indoor Sports Centre North Sydney Oval

Critical infrastructure backlog

Crows Nest Community Centre ] Bus Shelters

12

Council Meeting 10 February 2025 Agenda Page 123 of 817



Attachment 10.3.1

Why are we here?

Critical infrastructure backlog
Stanton Library

14
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Why are we here?

Construction costs

Moving Annual Average % Change

100 1 Forecast

"~ | === Engineering Construction IPD

8.0 1 Headline CPI

6.0

4.0 4

2.0 o

00 ———

20 -
W DO = N w0 O MDD O T NDT WO M~ ©
8855555555558 8¢g8 g =]
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Source: ABS, Oxford Economics Australia Year ended June

ig. . Engineering Consfruction IPD and Headline CPI, 2008-2028

15

Upgrades to meet community needs
Coal Loader Centre for Sustainability

16
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Why are we here?

Insufficient levels of developer
contributions

Why are we here?

Underinvestment in Governance and Administration

Investment in support functions has F@ Lack of documented processes.
been deprioritised over direct services
and infrastructure.

@@ Key systems used by Council lack Data and reporting capability maturity
5l integration and require significant low.

manual intervention.

18
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Why are we here?

North Sydney Olympic Pool

Income (User Fees) 2025/26  2026/27  2027/28 $122 million project

Operational Performance: (320) 554 1,450

Depreciation (2,300) (2,369) (2,440)

Interest on Pool Loans (2114)  (1,976) (1,829) $34.19 million internal borrowings
Centre Performance (4,734) (3,791) (2,819)

$51 million external borrowings

Reduction in infrastructure renewals

Interest income forecast to decline as
reserve balances decline

19

A Strong and Sustainable future

How will we get there?

’;—,’( Clear strategic direction

O

|:||:1|:| Improved governance and administration

$ Structural change to Revenue Policy
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Objectives

Community priorities
What the community
wants & needs

Council priorities
What we do
(services &
projects)

Draft Informing Strategies

% Culture and Open Space and
- Creativity Recreation
@ Environment 6 Housing
Economic Governance
Development
‘Q‘ Integrated Social Inclusion
Transport

22
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How will we get there?

Strategy Deliverables

® © ©

Open Space & Recreation Culture & Creativity Environment Social Inclusion

+ North Sydney Oval - $16M « Street Art program $1.5M + Renewable energy + Woodley's Shed $1M
+ North Sydney Indoor Sports + Culture & Creative Hub in St infrastructure $720K * Expansion of Stanton
Centre - $5.5M Leonard's $500K pa from Year 4 «+ Tree Planting Library $24M
+ Drainage St Leonard's Park « Enhancing website with ‘what's « Transition Council fleet to
$1.1M on’ electric by 2035 $3.2M
© o
Economic Development Integrated Transport Housing
«  Public Domain Improvements * Pedestrian crossings, improved +  Review the North Sydney
program $11M walkability widening footpaths Local Housing Strategy
+ Cremorne Plaza and Langley $5.3M
Place upgrade project $5.2M * North Sydney Bike Plan $4.5M

23

How will we get there?

Improved Governance and Administration

Continued focus on organisational improvement efforts
Implementation of new enterprise resource planning system to
streamline operations, enhance efficiency, and improve service
delivery

6 New DA management platform

Review of Council workplace accommodation

@ Council building assets and commercial property review

@ Workforce Performance and development framework

24
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Structural change — revenue policy

Minimum rates
Levies

Revenue levels

What we don’t have control over

Rates must be levied on unimproved land value
Rates can't be levied based upon the number of bedrooms
Schools, churches and other institutions are exempt

The total revenue increase is limited to the rate peg outside
of the SRV process.

Businesses can't be levied differently based on the type of
business, e.g. small business vs large business

© 0600

26
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Rating principles

Rates contribute 44.85% towards Council’s services and
infrastructure.

The extent to which those who receive the benefits of
council services also pay for those services — the so called
“benefit principle”.

The extent to which those who pay for council’s services
have the ability to pay for those services — the so called
“ability to pay principle”.

The minimum rating structure

Minimum rates apply to 77.26% of residential
properties within North Sydney.

Advalorem rates apply to 22.74% of residential
properties

On this basis, it is assumed that those who own a
property with a higher ‘unimproved land value’ also
have a higher capacity to pay

28
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The recommendation:

« An increased minimum rate of $1,300 for all residential
ratepayers.

* This is recommended regardless of the SRV revenue
option chosen.

» Considered a fair contribution to Councils services.

» Ensures future population adequately contribute to
services and infrastructure.

29

Under the SRV proposal — all income from levies will be rolled into Ordinary rates
Levy Number of Total income Base rate %
properties 2024/25
Environment Levy 40,375 $2,761,667 50%
Infrastructure levy 40,375 $2,460,762 50%
Crows Nest 742 $297,975 30%
Mainstreet Levy
Neutral Bay 449 $199,995 30%
Mainstreet Levy
Total income from $5,720,399
Levies
0 ;
[D% Businesses currently only contribute 10% of environment and infrastructure levies ?gq'

30
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Residential vs Business

A review of benefits provided to businesses has determined a revenue split
of:

40% business (3,464 assessments)
60% residential (36,890 assessments)

Including levies, business currently pay 37.84% or $23M

Council could consider further sub-categorising business areas such as
North Sydney CBD and Crows Nest, however based upon the current
economic climate it has not been recommended.

Council can choose to redistribute rates in any year as part of its Revenue
Policy without the need for SRV.

31

How will we get there?

Option 1 — Financial Repair Only

Internal borrowings are repaid and external borrowings are reduced by 70%.

80% infrastructure renewal rate in years 1 and 2, with 100% renewal from years 3 to 10, to
bring building infrastructure to a ‘satisfactory’ condition over a ten-year period.

Required improvements to governance and administration are included.

Critical backlog is addressed in years 1 and 2, with level 3 backlog funding of $15M per year
indexed from year 3.

No allowance has been made for costs associated with new/expanded services, initiatives
and projects outlined in Draft Informing Strategies.

32
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How will we get there?

Option 2a and 2b - Financial Repair and Future Focused

Internal borrowings are repaid and external borrowings are reduced by 70%.
80% infrastructure renewal rate in years 1 and 2, with 100% renewal from years 3
to 10, to bring building infrastructure to a ‘satisfactory’ condition over a ten-year

period.

Critical backlog is addressed in years 1 and 2, with level 3 backlog funding of $15M
per year indexed from year 3.

Required improvements to governance and administration are included.

New/expanded services, initiatives and projects outlined in Draft Informing
Strategies included.

33

How will we get there?

Option 3 — Financial Repair and Future Focused

Internal borrowings are repaid and external borrowings are reduced by 70%.

80% infrastructure renewal rate in years 1 and 2, with 100% renewal from years 3 to 10, to bring
building infrastructure to a ‘satisfactory’ condition over a ten-year period.

Critical backlog is addressed in years 1 and 2, with level 3 backlog funding of $15M per year
indexed from year 3.

Required improvements to governance and administration are included.
New/expanded services, initiatives and projects outlined in Draft Informing Strategies included.

From Year 4, an additional $15.5M per year allocated to bring building infrastructure to a ‘good’
condition.

34
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How will we get there?

Rating Increases Included in Options

[ |2025/26 2026/27 2027/28

Option 2b
Option3 ___60% _____120% _____10%

In all options, minimums increase in 2025/26 to:

« $1,300 for residential
< $1,400 for business

Roll up of special levies (infrastructure, environmental, main street)

35
How will we get there?
Minimums
[ |2024/25 2025/26 2026/27 2027/28
Option 25
Option3  $715(pluslevies)  $1,300 | $1,560 | $1716
Average
[ [2024/25 2025/26 2026/27 2027/28
Gutionis
option3 | stos0 | sten | Sios | seam |
36
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10-year breakdown

Attachment 10.3.1

Where will the money go?

% Asset backlog $139M

New or upgraded assets $101M

58 Expanded services $64M

Q@S

Loan Repayments $74M

@ 0

Financial repair $151M

37

Questions?
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Appendix G: Survey

© Morrison Low 54
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North Sydney Council Special Rate Variation (SRV)
Your Say North Sydney

Submission Form - North Sydney Council Special Rate Variation (SRV)

This survey should be completed to give your feedback on the proposed North Sydney Council Special Rate Variation (SRV).

Note: In the interests of transparency, any submission you make is open to public scrutiny under North Sydney Council's Access to
Information Policy. Council generally makes the submission, and the name and address of the person/organisation making the
submission, publicly available on our website (or associated sites) unless the submitter requests otherwise.

PRIVACY INFORMATION

Access to Information Policy

(Choose all that apply) (Required)

[] I'nave read and understand Council's Access to Information Policy.

GIPA

(Choose all that apply) (Required)

[] lunderstand that my submission may be released subject to provisions of the Government Information (Public Access) Act 2009.

Privacy Statement

(Choose all that apply) (Required)
[] I'nave read and understood Council's Privacy Statement (as below).

Note: Privacy Statement: North Sydney Council is collecting your personal information for the purposes of processing a submission. The supply of personal information is
entirely voluntary. If you elect not to provide or do not wish to provide your personal information, Council may not be able to act on or acknowledge your submission. Council
shall be regarded as the agency that holds your personal information and access to your personal information by interested parties, may be released in line with Council
policies. Council may publish any personal information included in a submission on a proposal or proposed development. You have a right to access your personal
information held by Council. You also have a right to have your personal information corrected or amended by Council. Applications by members of the public to view
Council’'s records which are not in the public arena are subject to the provisions of Privacy and Personal Information Protection Act 1998, Government Information (Public

Access) Act 2009 and Council’s Privacy Management Plan.

If required, detail the reasons you would like all or part of your submission to be withheld:

Note: In the interests of public transparency, submissions in their entirety will be made publicly available via Council's website (or associated sites - Your Say North Sydney
or Application Tracking) and in some instances content from submissions will be included within Council Officer's reports. If you do not wish to have all or part of your

submission published in this way, you must detail above your reasons for not wishing this information to be published.

Page 1 of 5
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North Sydney Council Special Rate Variation (SRV)
Your Say North Sydney

Have you read North Sydney Council's long-term financial plan (LTFP)?

(Choose any one option)

[] Yes
[] No

Please provide any feedback on the LTFP and SRV options in the space below

Please provide any feedback on the proposed changes to the minimum rates in the space below

Please provide any feedback on the proposed consolidation of existing levies into ordinary rates in the space below

Preferred funding option: (select one)

(Choose any 1 options)

[] Option 1: Financial repair - 65.38%

[ ] Option 2a: Strength and sustainability (SRV over 2 years) - 87.50%
[ ] Option 2b: Strength and sustainability (one-year SRV) - 75%

[] Option 3: Future growth - 111.20%

Note: Required so submissions can be categorised for analysis purposes

Page 2 of 5
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North Sydney Council Special Rate Variation (SRV)

Your Say North Sydney

Attachment 10.3.1

With Options 2a, 2b and 3, for every $100 of total rates income received over the next ten years, an average of up to $13.50 would be

spent on new projects, services and initiatives outlined in the Informing Strategies. Would you be willing to pay this?

(Choose any one option) (Required)

[] Yes
[] No

Note: Required so submissions can be categorised for analysis purposes

Please provide any feedback you may have on the updated Asset Management Strategy in the space below

Note: Council has recently completed a review of its Asset Management Strategy, assessing the condition of assets as well as the renewal and maintenance requirements.

This review has provided Council with a clearer understanding of the costs involved in maintaining assets at their current levels, as well as the additional funding needed to

improve the condition of deteriorating assets.

Note: Answer this question if it applies

Attach related file(s) as required

Please provide any feedback you may have on the updated Delivery Program in the space below

Note: The current 2022-26 Delivery Program has been updated to consider the revised 2025-35 Long-Term Financial Plan and address Council’s declining financial

situation. It also includes a new Appendix 3 that lists the expanded services and new and upgraded infrastructure that would be funded through SRV options 2a, 2b or 3 in

2025/26.

ABOUT YOU

Name (required)

(Required)

What of the following terms best describes you?
Please select all that apply.

(Choose all that apply) (Required)

[] Residential ratepayer - owner occupier

[ ] Residential ratepayer - non-occupier (property is tenanted)
[ ] Business ratepayer - owner occupier

[ ] Business ratepayer - non-occupier (property is tenanted)
[] Resident - tenant

Page 3 of 5
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North Sydney Council Special Rate Variation (SRV)
Your Say North Sydney

| | Business - tenant

[] Worker

[] Student

[] Visitor

[] Other (please specify)

Business name (if applicable)

Unit number

Street address

Suburb (required)

(Required)

Email address (required)

(Required)

Would you like to be added to our ‘keep informed list'?

(Choose all that apply)

[] Yes
[] No

How did you hear about the SRV? (required)

(Choose any one option) (Required)
[] Community noticeboard
[] Council website

[] Email/enewsletter

[] Event

[] Media

[] Online search

[ ] Outdoor advertising

[] Print

[] Social media

[] Word of mouth

Page 4 of 5
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North Sydney Council Special Rate Variation (SRV)
Your Say North Sydney

Precincts
Letter from Council
Other (please specify)

Page 5 of 5
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Appendix H: Community Workshop Report
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Report title: SRV community workshop engagement
report

Client: North Sydney Council
Version: Final
Date: January 2025

This work is copyright of Cred Consulting. Reproduction of
this document or any part thereof is not permitted
without written permission of Cred Consulting. The ideas,
experiences and reflections of all people who were
involved in this project or contributed to its findings are
acknowledged. Appropriate acknowledgement is
requested for the use of any quotations from this
document. All reference and image sources are
acknowledged and referenced in figure captions and in
text citations.

This material is made available by Cred Consulting on the
understanding that users exercise their own skill and care
with respect to its use. Any representation, statement,
opinion or advice expressed or implied in this publication
is made in good faith. Cred Consulting is not liable to any
person or entity taking or not taking action in respect of
any representation, statement, opinion or advice referred
to in this document.
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Cred

CONSULTING
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Cred Consulting acknowledges the
Traditional Custodians of the lands on
which we operate.

We pay our respects to the Traditional Owners, Ancestors
and Elders past and present.

We recognise the strength, resilience and contributions of
First Nations Peoples, and the eternal and spiritual
connection held in the lands, skies and waters, through
cultural practices and beliefs.

Our team is proud to live, learn and thrive in the place we
now call Australia, and recognise sovereignty has never
been ceded by First Nations Peoples of this continent.

As embedded in our values, we are committed to building
connected, healthy and resilient communities and creating
purposeful outcomes that reflect our deep appreciation for
the peoples and cultures that make us who we are and
shape where we are going — together as one.
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Executive summary

This report captures the key outcomes of a community workshop to gather community feedback on options to
help resolve North Sydney Council’s (Council) significant financial challenges. The workshop was attended by 42
community members and facilitated by Cred Consulting. This report also captures the outcomes from a survey that
participants were asked to complete at the workshop .

Approaches to raising revenue

Participants were asked to provide feedback on a range of approaches to raising revenue. Overall, participants
were supportive of several strategies, including:

e Widespread advertising (92% of workshop participants) providing it preserves the community’s aesthetic
appeal and aligned with community values.

e Commercialisation of public spaces (89%) including hiring public spaces such as Coal Loader, North Sydney
Oval, North Sydney Pool and parks.

e Selling Council land (64%) with conditions to protect community interests.

The majority of workshop participants also strongly support Council exploring ticketed events.

Cutting assets and services

Overall, participants were supportive of cutting assets and services to reduce costs, suggestions where reduced
service could be considered included replacing some heritage bus shelters for slimline glass versions, reducing the
quality of street gardens, cutting the free fortnightly waste collections and reducing verge mowing and events.

Minimum rates and levies

Participants were generally in agreement with an increase in the minimum rate, although there was slightly less
support for consolidating levies into a single income stream. While both measures were seen as fair and equitable,
there were concerns about the costs to residents, particularly during a cost-of-living crisis, and transparency about
where their money was going if the levies were rolled together.

Preferred SRV option

Participants were presented four SRV options. Option 3 and Option 1 were the most preferred choices. Feedback
on each option is outlined below:

e Option 1 (Financial repair): A short-term solution that might not address long-term needs but does not
require residents to pay increased rates during the cost-of-living crisis.

e Option 2a/2b (Strength and sustainability): Balances affordability and strategic planning but presents some
financial burden, particularly in the short-term.

e Option 3 (Future Growth): Expensive for ratepayers but provides long-term financial sustainability.
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1. Introduction

1.1 Background

Council is facing significant financial challenges and is currently in an unsustainable financial position. Despite
efforts to improve financial management through organisational restructuring and other improvement initiatives,
the increased costs of the North Sydney Olympic Pool redevelopment, reductions in other sources of revenue and
rising infrastructure backlogs require immediate response to ensure long-term financial sustainability.

These challenges are compounded by increased service delivery costs, ageing infrastructure, and the needs of a
growing population. Without intervention, the funding gap will continue to widen, impacting Council’s ability
to maintain services and invest in new and renewed essential infrastructure.

To address these issues, Council has developed a draft LTFP, which includes a proposed SRV. The SRV will
strengthen Council’s financial position, reducing deficits, reducing debt and providing the necessary resources to
deliver services and infrastructure for the community, ensuring a positive legacy for future generations.

As part of Council’s community engagement approach, they engaged Cred Consulting to independently facilitate a
community workshop.

1.2 Purpose of the workshop

The purpose of the workshop was to:

inform the community on the current financial situation and the LTFP and proposed SRV

understand community sentiment on the commercialisation of public spaces in North Sydney

understand community sentiment on service levels and asset maintenance and renewal, and

understand the community’s preferred option for an SRV.

The findings from the workshop can be found in section three of this report. At the end of the workshop
participants were asked to complete individual surveys. The outcomes from the survey have been reported in
section four.

Cred Consulting 5
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2. Community workshop

2.1 About the community workshop

The community workshop was held on Saturday 7 December, between 9.30am and 3pm at Fred Hutley Hall.

42 community members from North Sydney attended the workshop. Participants were a pool of residents who had
previously been engaged during consultation to develop the informing strategies, independently recruited by
Taverner Research to ensure a representative cross-section of the community.

2.2 Participant profile

Suburb

As shown in Table 1, workshop participants came from various suburbs across the North Sydney local government
area (LGA) including St Leonards (21%), Crows Nest (19%), Neutral Bay (12%), North Sydney (12%) and
Wollstonecraft (12%.

Table 1 — Suburbs of workshop participants

™

St Leonards 21%
Crows Nest 19%
Neutral Bay 12%
North Sydney 12%
Wollstonecraft 12%
Cammeray 7%
Kirribilli 5%
Lavender Bay 5%
Cremorne/Cremorne Point 2%
Waverton 2%
McMahons Point 2%
Kurraba Point 2%
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Length of time in North Sydney LGA

As shown in Table 2, the majority of workshop participants have lived in North Sydney for less than 10 years.

Table 2 - Length of time workshop participants have lived in North Sydney LGA

0to 5 years 33%

5to 10 years 21%

10 to 20 years 19%

20+ years 26%
Age

As shown in Table 3, the majority of workshop participants were aged between 35 and 64 years old.

Table 3 - Age of workshop participants

18 to 34 years 21%
351to 49 years 35%
50 to 64 years 28%
65+ years 16%

Other demographics

e 61% identify as female and 39% as male

e 51% were born overseas and 35% speak a language other than English at home

o 14% live with disability

e 7% identify as LGBTIQA+.

e 49% are renting and 51% own or part-own their home

o 78% live in apartments and 22% live in fully detached or non-detached houses, and

e 28% are couples living with children, 28% are couples without children, 26% live alone, 17% live in group
households and 4% live with extended family.

Cred Consulting 7
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2.3  What we heard

What financial strength and sustainability means

In small groups, participants were asked to discuss what financial strength and sustainability for Council means to
them. Key points from the discussion included the importance of having realistic, long-term plans and the need to
make sacrifices now to ensure financial sustainability in the future. Participants suggested that financial strength
and sustainability means diversifying revenue sources beyond parking fees and recognising that Council operates
with community priorities at its core, rather than as for-profit business.

Participants also spoke about how having financial strength and sustainability will make North Sydney a better
place to live.

Commercialisation of public spaces

In small groups, participants were asked to complete a series of worksheets on their thoughts about the
commercialisation of public spaces in North Sydney. Overall, participants noted there are many benefits to the
commercialisation of public spaces as a means of raising revenue, including increasing funds to improve social
infrastructure and provide services to help improve community wellbeing, becoming more financially sustainable,
and ensuring public spaces are better maintained.

However, participants also raised some challenges, including reduced access to public spaces, which can negatively
impact sense of community and people’s mental health, the loss of public assets that cannot be regained,
increased insurance costs and parking difficulties.

Advertising in public spaces and places

Workshop participants were asked about the benefits, challenges and potential impacts of advertising in public
spaces..

Benefits

e increased revenue that can be used to fund social infrastructure and services
e community awareness and education, and

e increased community participation.

Participants suggested sponsorship of North Sydney Oval could be a good way to raise revenue through advertising

Challenges

e advertising could create visual "noise," become an eyesore and detract from the attractiveness of public

spaces
e increased development application workload for Council staff

e potential for damage and graffiti, and
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e ensuring the products and services being advertised are in line with community values e.g. participants do not
want to see fast food, alcohol or gambling advertisements.

Impacts on the North Sydney community

e lower quality of life and community experience in public spaces

e reduced trust in Council if there are potential conflicts of interest or the wrong brands provided advertising
space, and

e negative impacts on town planning.

Ticketing for Council events

Participants expressed strong support or somewhat support for Council exploring the introduction of ticketing
prices for Council events. They indicated the North Sydney community is engaged and would be open to paying for
events, and they suggested Council explore tiered pricing options for major events such as NYE. They also
highlighted that North Sydney has a range of public spaces that will provide great settings for paid events.

Benefits

e increased revenue that can be used to fund social infrastructure and other events
e trial new events that may lack funding, and

e events can be aligned with the culture and creativity strategy to encourage participation.

Challenges

e impacts people’s experiences in North Sydney

e cost of living may impact people’s ability to pay for events which will reduce people attending and ability to
raise revenue

e possible increased need for maintenance of roads, infrastructure and public spaces, and

e attracting attendees from other areas where events are free.

Closing North Sydney Pool for private use

The majority of participants (all but one table group) strongly support or somewhat support the closure of North
Sydney Pool for private use. The stand-out group indicated they were neutral about the idea.

Two groups suggested one to two closures per month would be appropriate, while another group suggested five
per year. Participants suggested the pool could be closed for special events such as NYE, or other smaller scale
events like outdoor movie nights or markets. They also suggested revenue could be raised through higher prices
for priority lanes and extending opening hours. However, they emphasised the importance of ensuring the pool
continues to serve the community's needs and that the social impacts of closures are properly researched.

Cred Consulting 9
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Hiring other public places

All but one group strongly support the hiring of other public places such as the Coal Loader and North Sydney Oval.
The last group indicated they were neutral. Participants suggested that while this could help support local
businesses it is important to maintain community access to these spaces, especially during major holidays.

Private hire of public parks and foreshores

All groups strongly support the private hire of public parks and the foreshore within Plans of Management for
North Sydney’s parklands, especially for weddings.

Land sales

Participants expressed mixed opinions on land sales for revenue growth. Three table groups indicated they strongly
support or somewhat support this proposal, one group was neutral and one indicated they do not support it at all.

Participants suggested that if Council were to consider land sales it should be on the following basis:

e the circumstances e.g. when the land no longer serves a purpose to the community, or when it will improve

revenue
e the type of land and what it will be developed for, and

e asa last resort to accommodate growth in the community.

10
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Increasing Council debt

Participants were asked, via Menti, how supportive they are of Council increasing its debt. As shown in Figure 1,
the majority of participants were not supportive of this. The main reasons cited were that debt is not a reliable
source of income and that, if the borrowed amount is unable to generate income, it could become more difficult to
service the debt, leading to a worse financial situation. Participants emphasised that increasing debt should be
considered only as a last resort, and that alternative methods of financing, such as public-private partnerships or
borrowing from residents should also be considered.

However, some participants pointed out that not all debt is bad, particularly if it helps create income-producing
assets. They suggested that borrowing to bring assets up to code or to support community services might not
necessarily result in long-term financial strain. Other participants discussed the possibility of Council acquiring
open space or commercial properties with low-interest rates that could provide potential for capital growth in the
future.

Overall, there was a call for more creative and innovative thinking when it comes to managing debt. Participants
also noted that the North Sydney Pool is a major source of financial trouble for Council, and that this should be
viewed separately from other financial issues.

Figure 1 - How supportive are you of Council increasing its' debt?

17
13
4 4 4
1 2 3 4 5
Not supportive at all Very supportive
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Assets

In small table groups, participants were asked how well current asset service levels meet community expectations.
Overall, across the different asset categories, participants generally ranked asset service levels at three or lower
out of five, indicating they feel asset service levels do not meet broader community expectations.

Participants suggested Council should start thinking like a commercial entity. This could involve selling buildings
and then leasing them back for community use. They also discussed the viability of Council hiring an in-house
electrician to save costs and partnering with other councils.

Services

Participants were asked how much they support Council cutting services to reduce costs. As shown in Figure 2, the
average score was three out of five, indicating participants are neutral but somewhat in favour of cutting services.

Figure 2 - How supportive are you of Council cutting services to reduce costs?

10 9

Not supportive at all Very supportive

They were then asked what services Council should cut and/or reduce and the impact on community this might
have. Suggestions include:

e administration costs to improve efficiencies

e waste collection including at community centres and childcares, however, this could lead to rubbish build up
e hard waste collection

e reduce street cleaning

e garden and kerbside greenery maintenance

e education officers

e arts funding, and instead explore sponsorship opportunities

e events, or move towards ticketed events

e gym and pool management

e bushcare education which could be managed by schools or volunteers instead

12
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e transfer air pollution marks to state government
e urban design
e leisure and aquatics, and

e publicart.

Participants suggested the impact of this could mean reduced opportunities for social interactions and reduced
community satisfaction with service levels.

Minimum rates and levies

Participants were asked whether they agree with increasing the minimum rate to ensure more equitable rating. As
shown in Figure 3, the majority of participants agree.

Participants who agreed provided the following reasons:

e it will help make a positive financial change and reduce the impact of bad financial decisions
e it's afair, equitable and affordable increase and rates have to go up eventually

e toensure buildings can be repaired and generate revenue through leasing

e loving the community and wanting everyone to be able to enjoy the area, and

e theincrease isin line with other LGAs.

Select quotes from workshop participants who agreed

“It’s very clear we need to make a positive financial change.”

“Rates have to go up at some point as everything goes up. Same with strata levies. We can’t expect
Council rates to stay the same.”

“Because | love North Sydney and want it secure for future residents to enjoy.”

“I want to help bring back Council to a reasonable level of maintenance and good facilities To
improve the sinking fund for the future.”

“Because everyone deserves to enjoy the local area to the fullest and if that means people have to
pay more, then so be it.”

Participants who did not agree provided the following reasons:

e theincrease is too much in a short time especially with the cost-of-living increases
e they don’t feel like other options have been properly considered and they feel the figures are misleading
e it's not fair

e they are not confident Council will achieve the goals outlined in the long-term financial plan.
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Select quotes from workshop participants who disagreed

“The cost of living is too high now, | don’t think ask the residents to pay extra money out of pocket

is fair.”

“That was not a solution We need to improve the inefficiency in the Council culture before we can

talk about increase rate.”

Figure 3 - Do you agree with increasing the minimum rates to ensure a more equitable rating?

12
9
5 6 4 I
1 2 3 4 5
Strongly disagree Strongly agree

Participants were then asked whether they agree that Council should roll levies into one income stream. As shown
in Figure 4, the majority of participants support rolling levies into one income stream.

Participants who agreed provided the following reasons:
e it's fair and equitable between residents and businesses, and
e itissimple and easy.
Select quotes from workshop participants who agreed
“It simplifies and creates a more equitable collection of funds.”

“More equitable as businesses will pay more. More fair for residents.”

Participants who did not agree provided the following reasons:

e more details needed
e lesstransparent if it changes to one income stream and they want to know where money is going
e residents will pay more as costs are hidden, and

14
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e the examples are misleading.

Select quotes from workshop participants who disagreed
“I think it's less transparent if it changes into one income stream.”
“Levies should be explained more in detail.”

“I disagreed because | need to know where my money is going.”

Figure 4 - Do you agree that Council should roll levies into one income stream?

10
4 3 4 5
1 2 3 4 5
Strongly disagree 1 skipped Strongly agree
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Preferred SRV option

Participants were asked to complete worksheets to identify what they see as the benefits and challenges of each
SRV option presented, before deciding on their preferred choice. Three table groups completed the worksheet,
while three did not. Some tables reached a consensus, while others had divergent opinions. Option 3 was typically
the most preferred followed by option 1. Appendix 1 details the comments and breakdowns per table.

Option 1: Financial repair
Benefits

e cheaper for residents
e ensures financial repair without the extras

e maintains the current financial position

Challenges

e it would mean the engagement around the strategies was wasted
e it's a band-aid solution that doesn’t solve long-term financial shortfall or lead to any progress, and

e there will be no adequate maintenance.

Option 2a: Strength and sustainability
Benefits

e it’s a middle ground solution that maintains the current budget and some strategies
e community can see feedback implemented in strategies
e itis affordable and sustainable which is good for future growth, and

e provides succession planning.

Challenges

e itisa bigjump for the community, especially those on the minimum rate
e need to ensure there is transparency across which strategies are implemented

e high cost of living and financial stress experienced by community.

Option 2b: Strength and sustainability

Benefits

e provides more planning and finance for strategies
e the 2026-2027 increases are not as drastic

e itis beneficial for the community and future growth

16
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e itis fair to everyone, and

e it provides financial stability.

Challenges

e itisabigincrease in the first year and some communities might not be able to pay

Option 3: Future growth

Benefits

Attachment 10.3.1

e itallows usto get on top of the financial situation and move quickly, therefore it will be more sustainable in

the future
e allows us to have the ‘nice to haves’, and

e allows income generated from buildings.

Challenges

e more expensive for ratepayers and residents may struggle, and

e noimmediate benefits.

Additional options

One group suggested the following additional options:

e decrease staff pay

e increase efficiency and culture

e increase minimum to $1,500 for everyone and business - pay minimum plus 50%

e decrease paid services and encourage volunteers

e big business (CBD tax) and tax for businesses with staff travelling to North Sydney LGA
e levies for private schools, hospitals and other businesses, and

e outsource admin to another council.

Cred Consulting
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Questions

Participants were also given the opportunity to ask questions. Below is an overview of the key questions raised by
the community:

e What is the interest rate on external borrowings? What percentage of external borrowing relates to pool and
what relates to other issues?

e Why was none of this made public before the last election?

e How did we get into this situation with the North Sydney Pool?

e How will we avoid this in the future?

e If this was a commercial enterprise would have many lawyers taking further action. Is there any potential of
recovery due to negligence?

e |s someone external going through finances?
e Isthe selling of the pool being considered?
e What actions do other councils take in this situation?

e Isthe selling of assets being considered?

18
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3. Survey

3.1 About the survey

At the end of the workshop participants were asked to complete a survey. 39 participants completed the survey.

3.2 What we heard

Understanding of current and future financial challenges

The majority of survey participants (97%) indicated they understand the current and future financial challenges
facing North Sydney Council. Some noted their understanding was still high-level and they would like more details.
Some participants also indicated they felt surprised and disappointed by the current financial situation in North
Sydney.

Importance of addressing key challenges

As shown in Participants want to see these challenges addressed for several reasons. These include a responsibility
to future generations, protecting heritage and assets, ensuring that residents and businesses have their needs met,
preserving North Sydney’s social fabric and putting Council on a sustainable footing. Some participants mentioned
that focusing on non-essential services is unnecessary.

Figure 5, the majority of survey participants believe it is important to address all the challenges listed. This includes
continuing service delivery (84%), ensuring a strong Council (78%), ensuring intergenerational equity (68%) and

being proud of where they live (62%).

Participants want to see these challenges addressed for several reasons. These include a responsibility to future
generations, protecting heritage and assets, ensuring that residents and businesses have their needs met,
preserving North Sydney’s social fabric and putting Council on a sustainable footing. Some participants mentioned
that focusing on non-essential services is unnecessary.
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Council Meeting 10 February 2025 Agenda Page 162 of 817



Attachment 10.3.1

Figure 5 - Do you believe it is important for these challenges to be addressed? And if so, why?

To ensure continued service delivery 84%

To ensure a strong Council that can adapt to changing
community needs

78%

To ensure intergenerational equity 68%

Because | am proud of where | live and my public places

0,
and spaces 62%

Other (please specify) 14%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Maintenance of infrastructure

As shown in Figure 6, the majority of participants believe it is important to maintain Council infrastructure at a
“good” level. No survey participants selected “poor” or “very poor”.

Select quotes from workshop participants
“Usable is sufficient when we need to be money conscious.”

“Aim to keep all infrastructure to at least fair with the majority of assets to at least good.”

20
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Figure 6 - Do you believe it is important for Council to maintain its infrastructure? If so, to what
level?

Very Good
Good 62%
Fair
Poor
Very Poor
0% 10% 20% 30% 40% 50% 60% 70%

Participants suggested some heritage bus shelters could be replaced with slimline glass ones to reduce costs,
though participants do want to preserve certain heritage bus shelters across the LGA. We also heard that slimline
glass does not provide protection from the sun and may be unsuitable for people with health conditions or older
people. Other infrastructure that participants told us can be reduced in quality include street gardens, North
Sydney Oval, Milsons Point Swimming Pool and parking meters. Some participants indicated that any infrastructure
that would reduce costs they would be happy to see reduced in quality.

Maintenance of services

In terms of services, they feel could be reduced, the overwhelming majority of participants would be happy for
rubbish/waste collections to be reduced or paid for by residents who want them. Other ideas for potential
reductions include arts, events, verge mowing, animal compliance, childcare, men's shed programs, in-person
services and education.
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Selling Council land

The majority of participants (64%) agree with selling Council land as a means to raise revenue. They suggested it
should be sold on the following basis:

e not to certain organisations such as the Catholic Church or private schools

e providing it is not detrimental to the community

e when it can be leased back to Council

e ifthelandis not well utilised, and

o ifit provides housing, especially affordable housing.

Commercialisation of public spaces

The majority of participants (89%) agree with the commercialisation of public spaces and places as a way to raise
revenue. They suggested it should be commercialised on the following basis:

e sponsorship, advertising and naming rights

e whenit’sin the best interest of residents

e generates income and protects Council assets

e onatemporary basis and only for certain businesses (e.g. no alcohol or gambling), and

e commercialise North Sydney Oval similar to Olympic Park and Moore Park.
Select quotes from workshop participants

“This is a good idea. They're using it anyway so why not charge. Council pays for the clean-up.”

“Sometimes bringing in extra money can help improve facilities and the appeal of spaces.”

Widespread advertising

The majority of participants (92%) agree with widespread advertising within North Sydney LGA. However, they
don’t want it everywhere or in spaces where it will make the space feel unattractive and cheap. They also
suggested careful thought needs to be given to the type of business, product or service that is advertised.

The importance of public open spaces and community facilities in high-density environments

Participants were asked to rate on a scale of one to ten how important public open spaces and community facilities
are in high-density environments. The average rating across participants was 8.6, indicating that the community
views open spaces and community facilities as very important in high-density living environments such as North
Sydney.

22
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Increase in minimum rate

The majority of participants (82%) indicated they feel a minimum rate of $1,300 is appropriate. Those that did not
agree felt that it was unfair to make residents pay for poor management by Council, and that it is a large increase
without much warning.

Select quotes from workshop participants

“I feel it is an unfair rate hike and there is a lot of ill feeling around the pool.”

“Too low, given the ability of residents to pay we are in an amazing and affluent precinct.”
“I think it is high but appropriate as long as there is a way to bring it down in the future.”
“If that is what needs to happen to assist with a better financial position and reduce later”

Council’s approach to a strong future

Participants overwhelmingly supported a planned approach to financial management, emphasising the need for a
well-informed and proactive approach to address current and future challenges. Many highlighted the importance
of involving the community in shaping financial decisions. Some participants acknowledged that while planning is
ideal, the current financial situation may require reactive measures in the short term to address certain issues.

Participants who did not specify a preference for a planned or reactive approach expressed a desire for more
efficiency, transparency and accountability in Council’s approach to financial managementKey suggestions from
participants include selling assets like the North Sydney Pool, reducing staff numbers, addressing wasteful
spending, learning from past failures, seeking specialist advice and accelerating debt reduction.

Proposed actions within the informing strategies

Participants were asked to rate on a scale of one to ten whether they believed the North Sydney community would
benefit from the proposed actions within the informing strategies. The average rating was 7.3, indicating
participants believe North Sydney would benefit from the proposed actions.
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Preferred SRV options

As shown in Figure 7, survey participants have varied opinions on the preferred SRV option. The most commonly
selected choice was option three (34%), followed by option one (28%), option 2a (22%) and option 2b (16%).

Figure 7 - In considering the SRV options presented, which would you prefer (if any)?

Option 3 (111.20% increase)

Option 1 (65.38% increase) 28%

Option 2a (87.50% increase) 22%

Option 2b (75% increase)

0% 5% 10% 15% 20% 25% 30% 35% 40%

Some participants suggested the following alternative actions to address Council’s financial challenges:

e Improving efficiency and accountability through reducing wasteful spending and improving internal efficiency
and culture. Specific ideas included reducing staff by up to 50%, outsourcing management to more efficient
operators and conducting independent audits to identify better financial strategies.

e Generating revenue by diversifying revenue streams, such as increasing business levies, raising rates, charging
for certain events, leasing land for private functions, charging levies from private schools and exploring
advertising opportunities.

e Reviewing potential assets that can be sold. Several participants also recommended halting work on the North
Sydney Pool or selling it.

e Considering actions such as appointing administrators, liquidators or involving the Office of Local Government

to investigate past mismanagement.

Some participants suggested Council should consider implementing a hardship waiver for vulnerable community
members facing financial difficulty.

24
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4. Appendix

Appendix 1: Table breakdown of SRV options

The data in this section is sourced from worksheets completed by participants in groups during the workshop. As a
result, it may differ from the data shown in Figure 7, which reflects individual survey responses collected at the end
of the workshop.
e Table 1—all agreed on option 3
e Table 2 —split between an alternative option (FY26 75%, FY27 25% and FY28 25%) and option 3
e Table3

— Option 1: 4 votes

— Option 2a or 2b: 2 votes

— Option 3: 1 vote, however, would like to see less funding for the strategies

Three tables did not complete this worksheet.
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Letter from North Sydney Councillor

Dear Fellow Ratepayer

North Sydney Council is proposing to increase residential rates by up to 75% next year and over the following
three years, rates are proposed to climb by up to a staggering 111%. This is at a time of unprecedented
cost-of-living pressures, this proposal demands serious scrutiny.

Ratepayers should only be asked to take the burden of such an unprecedented rate rise as an absolute last
resort.

After careful consideration, | strongly oppose this proposed rate rise—and | believe you should too. Here's
why:

1. The Olympic Pool overrun doesn't justify such drastic increases

The Council claims the rate rise is needed to cover the cost overrun of the North Sydney Olympic Pool, which
is now three years behind schedule and at least $50 million over budget. Yet, the proposed rate increase is so
excessive that it would recover the entire overrun in not much more than a year or two — clearly an
unreasonable approach given the pool is designed to serve the community for 50+ years.

With the proposed rate rise, we are being asked to pay for the majority of the pool upfront. However, instead
of burdening today's ratepayers, the pool could be funded through long-term, low-interest government loans.
Annual user fees, which are expected to generate millions of dollars in revenue and will grow with inflation
can cover these loans or if absolutely required, then a small increase in rates.

2. Council hasn’t explored other financial options
Despite calling this a “financial crisis,” Council has refused to consider viable alternatives;

* Cost control / Spread projects out further: Instead of tightening its belt, Council plans to increase
spending by $20 million (14%) next financial year, largely on salaries and new projects. This is
hardly the behaviour of an organisation in financial distress. In addition, the justification for the
excessive rate rise also includes a $32 million upgrade for North Sydney oval, again paid for
upfront by current ratepayers and contributing to the requirement for the unprecedented rate rise.

¢ Government debt to spread out costs. If we must spend this increase in costs, then don't be
fooled by the argument that debt is just passing the buck to future councils, using debt for these
projects is in fact responsible and equitable. It is matching the payment of the work closer to the
period they'll be used. Simply put it is not asking us, the current ratepayers to pay upfront with
100% rate increases but it enables our rates to stay lower and for future rate-payers to also
contribute fairly to the costs of these works and upgrades, ones they will also use and enjoy.

¢ Asset sales: Council owns over $50-100 million worth of commercial investment property. Selling
some of these non-community assets (like office space, luxury apartments and retail stores) these
assets could offset the pool shortfall and reduce or eliminate the need for steep rate increases.
This isn't a sale of community assets; you can’t use them like a park or library but the sale of these
offices and retail shops means the proceeds will go into true community assets and your rates can
stay lower.

¢ Business rates: Multinational corporations and large businesses in the North Sydney CBD currently
enjoy relatively low rates. The original concept from the 1980s—where residents accepted the
high-rise CBD in exchange for lower residential rates—should be honoured. With ongoing
high-density development boosting the rate base, Council could reasonably shift more of the
burden to these businesses. Rate rises for businesses are fully tax deductable but for regular
residents they are not.
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3. Questionable financial projections

Council's justification for the rate rise is based on projections that include significant increase in salaries and projects
from next year, but not only that, these projections include non-cash items such as depreciation and amortisation these
are the calculations which are used as justification for the rate rise. These accounting entries do not represent actual
cash outflows.

4. A sudden “crisis” after the election

This so-called financial crisis was not raised before the September 14 election. As a sitting councillor, | received no
indication of such a requirement to raise rates. The June financial report gave no warning of an impending need for
such drastic rate hikes.

Shockingly, Council engaged marketing consultants to prepare to promote this rate rise just five days after the election,
with the results known but in fact while votes were still being counted. This timing raises serious questions about
transparency. Not only that, it is also us the ratepayers that are paying for this marketing company to cleverly package
this unprecedented rate rise to us.

5. Consultation is clearly a Hobsons choice,

Asking you to provide feedback on if you prefer a 65% or 111% rate increase is a no choice at all and is not transparent
nor open community consultation. Unfortunately, my motion to include in the consultation a much lower option of 10%-
15% and 20% was defeated. However, you can still have your say, and it doesn't have to be a preference for either 65%
or 111%.

Whatyou cando ...... Take action now!

Unfortunately, a majority of councillors—being the Real Independents, Labor, and Greens—are backing this
extraordinary rate hike and have been unwilling and in fact voted down my proposal and suggestion for lower rates
increases along with alternative methods such those I've outlined in this letter.

If you agree that the 65-111% rate increase proposal is excessive and that more reasonable options should be explored
using a Varity of methods as I've outlined, | urge you to speak up:
*  Give your feedback at yoursay.northsydney.nsw.gov.au to demand a more balanced approach and
suggest a choice between a 65% or 111% rate rises is not a choice or acceptable

e Share your views on social media and help raise awareness

¢ Contact me directly— This is very useful and will ensure your feedback is passed on to both Council
and also to IPART (who must finally approve the rate increase)

e Tell your neighbours and friends who may not be aware of this rate increase or espically that there are
alternatives, send them my email address for feedback.

The majority of councillors are supporting the proposed massive increases, so the power is only in your hands now. At a
time when residents are already under financial strain, we need solutions that are fair, sustainable, and equitable and
that does require your action.

Councils consultation process is unfortunately over the holidays and ends on Jan 10%. Before and after this date you
can continue to submit your views and feedback to me at any time on this matter and it will very much assist with both

Council deliberations and my submission to IPART.

Let's reject this unprecedented rate hike and push Council to explore the many options for a smarter and more
common-sense alternative.

Sincerely,

Qg,,é——

James Spenceley
North Sydney Councillor
Cr.james.spenceley@northsydney.nsw.gov.au
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Newsletter from NSW State Member

Source: https://www.felicitywilson.com.au/nscrraterises

Click here to have your say on North Sydney Council's proposed rate rises here

As you may know, North Sydney Council is proposing to dramatically raise rates over the next three
years. Residents have reached out to me with their concerns on these rate hikes and their inability to
oppose this proposal in Council's own consultation process.

Council reported a surplus in its budget in June 2024 and identified no financial risks in its 2024
Financial Statements. Mere months later it has stated that its "unsustainable financial position" has
led to the proposal to more than double residential and business rates starting in 2025.

Locals have expressed concerns to me that Council has not proposed any cost cutting or efficiency
mechanisms. In fact, it proposes maintaining existing spending along with increased spending on
new items of $57.4 million over just the next three years.

Families who are already balancing tight budgets and local businesses trying to stay afloat will bear
the brunt of these rate hikes. Property owners and renters alike will feel these costs passed on even
while interest rates are persistently high and rents have spiked at record rates.

WHAT IS NORTH SYDNEY COUNCIL PROPOSING?

Consultation is now underway on Council's proposal, with consultation occurring over Christmas and
closing on 10 January 2025.

All rate scenarios propose at a minimum a 50% rate increase in 2025 alone, with the top cumulative
three-year increase hitting 111.2%. These are not one-off increases and will be incorporated for
perpetuity.

OTHER OPTIONS FOR FISCAL REPAIR
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North Sydney Council has not proposed other options for fiscal repair, and in fact has proposed
increased spending on a wide range of new initiatives.

North Sydney Council should instead be proposing other options such as:
® Internal efficiency programs and cost cutting

e Deferring new spending proposals which include an additional $57.4 million in the first three
years

e Exploring divestment of any underperforming assets that don't fulfil a core Council purpose
within their $53.7 million investment property portfolio

e Staging future capital works and infrastructure programs like IT upgrades
e Accessing low interest NSW Treasury loans

Council should be cutting its own spending first, and assessing the performance of its own assets,
before asking residents and businesses to pay more.

HOW TO MAKE YOUR VOICE HEARD

North Sydney Council is currently undertaking consultation on this proposal, however its closed survey
does not allow residents to oppose the rate rise or support a lower rate rise.

Thankfully, the full process will take a number of months and Council will need to compile community
feedback and then make a proposal to IPART (the NSW regulator that assesses and approves Special
Rate Variation applications) in early-2025 with a final determination by mid-2025.

It's my job to ensure that the NSW regulator and the NSW Minister for Local Government hear the
views of residents and businesses in our community.

| am ensuring residents can have a say: please ensure you speak up even though consultation has
been scheduled over Christmas and Summer holidays.

Sign up here to receive information on how to participate in each step of the process over the
coming months.

These rate hikes, if implemented, will place an unnecessary and unfair financial burden on local
households and businesses, many of whom are already struggling with the rising cost of living.

Yours sincerely

Felicity Wilson MP
Member for North Shore
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Stay updated about
North Shore

enter your email

02 9909 2594

northshore@parliament.nsw.gov.au

Suite 3, 40 Yeo Street,
Neutral Bay, NSW 2089
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Community Engagement Key Themes and
Responses

This document provides the key themes that were identified in the proposed special rate
variation and increase to minimum rates community engagement undertaken between 27
November 2024 and 10 January 2025.

Each theme has a response provided and a key that links it to each response in the
attachment containing all submissions.

A Concerns about Council's financial mismanagement regarding the
North Sydney Pool project

The community’s concerns regarding the escalation in time and cost associated with the North
Sydney Olympic Pool project are valid.

These concerns were shared by Mayor Zoé Baker and Councillors during the 2021-2024 Council term,
with the Mayor calling for an independent review into the project. This Mayoral Minute followed
advice to Councillors, that cost escalation claims had been submitted on the project due to timing
differences between building contract commitments and design completion.

The Independent Review made several findings including:

1. The decision to increase the Project Scope from Option 2 to Option 2 b was driven by
Councillors’ desire for a superior facility which did not fully align with the feedback from
community. No additional community consultation was undertaken, instead consultation
through the statutory DA exhibition was deemed satisfactory by the Council.

2. The construction contract negotiation and signing were expedited, creating issues for the
project as design documentation was incomplete, and site investigations were ongoing.

3. That cost had been a primary driver of a number of decisions for the purposes of controlling
the budget. Despite the intention to control the budget, these decisions created significant
financial risks to the project which have been realised through a compounding effect
throughout the project's life. These decisions included:

o Removing external project managers and managing the project internally;
o The decision to have separate design and construct contracts; and
o Considerable reduction in the project contingency as the scope increased.

Novation agreements to reduce the risks associated with assuming responsibility for
performance management and coordination of two separate but inter-reliant contracts.
Such agreements often result in increased cost of contract but significantly reduce the
financial risks associated with managing separate contracts.

Council Meeting 10 February 2025 Agenda Page 177 of 817



Attachment 10.3.2

The external environment at the time of contract execution was one experiencing an
unprecedented pandemic and a multi-year La Nina weather event. These external factors
were not factored into contingency planning nor was the risk shared through contract
negotiations.

4. The business case submissions over the life of the project do not include all financial and
non-financial data, including:

a. The cost of the project did not include costs associated with fit outs, equipment,
program development, technology and other expenses associated with the
commissioning and opening of a swimming pool and gymnasium.

b. Sufficient budgets were not included for project management and consultants to
manage a project of this size and scale. Provision was not included for key
consultants such as programmers and quantity surveyors to support project control.

c. Responsibility for contract insurance was taken by Council with no budget.

5. Late identification of latent conditions on site led to rework, additional scope and cost to the
project, as access to the site for survey and testing was limited until the pool was closed.

It should be noted that there have been two changes in elected Council since the initiation of the
North Sydney Olympic Pool project, with the most recent election occurring in September 2024.

In response to the review, to improve management and control of the project, external project
managers have been engaged and are being supported by programming professionals and quantity
surveyors, in addition to council staff. Unfortunately, risks accepted at project inception cannot be
mitigated in full and are being managed with every effort of the project team.

Council has commenced legal proceedings in relation to contractual breach of contract in relation to
design services for the North Sydney Olympic Pool redevelopment. Council also remains in dispute
in relation to structural steel defect relating to the 25-metre pool.

In response to the North Sydney Olympic Pool project, and to improve future decision making in
relation to infrastructure projects, among other improvements, a Draft Governance Strategy has
been developed. This strategy aims to ensure improved governance and administration of the
Council, and includes improvements to risk management, procurement, project management, asset
management and reporting, along with a peer review of all projects exceeding 10% of annual
ordinary rate revenue.
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B Concerns over general financial mismanagement and calls for
greater accountability and transparency in how funds are managed
and spent

Accountability and transparency have been included as key principles of the Draft Governance
Strategy. In relation to fiscal management, the following improvements have been or are being
made to improve administration and rebuild community confidence:

e As part of the organisational restructure in 2024, a Chief Financial Officer was appointed to
Council to enhance financial management, advice, process and reporting;

e In April 2024, Council developed a new Charter for the Independent Audit and Risk
Committee to provide independent oversight of Council’s operations. Three skills based
independent members were appointed in May 2024 and meet quarterly.

e Council has undertaken a full review and redevelopment of its Integrated Planning and
Reporting Framework, with a view to ensuring commitments made each term of Council are
aligned with resources.

e Areview of Council’s financial systems are currently being undertaken with a view to
improving financial reporting, which in turn will assist community in better understanding
fund allocation and the cost of service delivery.

e Financial processes are being reviewed and mapped with a view to automation to ensure
timeliness of reporting.

e Delegations (instrument for decision-making) are being reviewed and redeveloped to ensure
decisions are being made at the right level of accountability within the organisation.

e Asset Management Plans have been reviewed and redeveloped, with continuous
improvement including further consultation with the community in relation to service
expectations.

e A new service review framework is being piloted to review services to ensure they are
aligned with community expectations and are being delivered in the most effective manner.

e Adraft Governance Strategy has been developed for adoption by the elected Council as a
commitment towards improved governance and decision-making.

In addition, Council will continue to publish detailed financial reports, including annual budgets,
quarterly financial updates, and the audited Annual Report, which are all publicly available on our
website.
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C Concerns about cost of living and affordability of rate increases

Council acknowledges the challenges associated with increased costs of living.

Council will review its Hardship Policy and procedures to ensure that those needing assistance can be
supported where the proposed rate increase creates unmanageable financial pressure.

In their assessment of special rates variations, IPART requires an assessment of the community’s
capacity and willingness to pay. This assessment has been undertaken independently and is attached
to the Council report.

D Consider selling assets including North Sydney Olympic Pool

The community feedback clearly demonstrated the differing values and priorities of the community.

For some in our community, short term financial inflows are of more value than the opportunities
provided through an investment portfolio. Equally, others feel that it is important that Council retain
this property in public hands, and are concerned that once property is sold, Council will not be in a
position to build back its portfolio or purchase land for public use due to the high prices within the
North Sydney LGA.

As at 30 June 2024, Council’s audited Financial Statements under Note C1-6 Owned Investment
Property provide a total valuation of $53.698 million for Councils portfolio.

The average gross return of income against its value is currently estimated at 6.9% across the
portfolio. All other Council investments — Term deposits, bond, FRN’s, cash return a lower rate.
Council currently holds approximately $51M in loan funding with rates varying between 4.02% and
5.29%. Indicative loan rates as at December 2024 were 5.70%.

Strategic consideration - Selling publicly owned land now would result in an opportunity cost related
to the provision of infrastructure and public domain improvements in the future. Approximately 57%
of properties currently held by Council are located on sites that allow for future master planning and
delivery of new public places and spaces, providing opportunities to respond to the needs of future
generations.

Financial consideration - Selling publicly owned land now, will benefit this generation in the short
term. Land sales result in a one-off cash inflow. The result of selling land would mean that the
percentage rate increase would be minimised in the short term. In the longer term, the sale of
publicly owned land would reduce investment income and future capital gains, which is likely to
create a longer-term loss.

Timing considerations - Following the COVID pandemic, Council has experienced an overall reduction
in portfolio value and rental incomes. In general, it is unadvisable to sell investments during a period
of reduced value, unless the value of the investment is expected to continue to lose value or unless a
loss would be beneficial for taxation purposes. Investment losses are only realised once an asset is
sold. Council does not pay tax like an individual or private business, there is no tax benefit.

4
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Economic conditions, such as interest rates and inflation significantly influence property prices and
rental returns. As these conditions change, the property market is likely to improve from the current
position.

Other Council assets — By nature of being Local Government owned, much of Council’s land is
classified community land, restricted its usage and prohibiting it from being sold under Section 45 of
the 1993 Local Government Act.

In response to calls for the North Sydney Olympic Pool to be sold, this facility is located on land
zoned RE1 Public Recreation. This limits the usage to public open space or recreational, this would
limit the value if it was to be sold. While some submitters called for the NSOP to be sold, others have
indicated it is a valued community facility.

Car parks are another asset held by Council that facilitate integrated transport and economic
development. Currently off street car parks return revenue in excess of $7 million a year to Council.
Many are located on strategically significant sites for future public open space and or public facilities.

Included within the Draft Governance Strategy is an action to further review Council’'s commercial
property portfolio and determine a strategy and policy position in relation to property holdings. This
would include criterion in relation to what circumstances Council would consider both increasing
and/or decreasing investment property portfolio.

Council’s organisational improvement plan targets one-off revenue of $5M through property sales to
strengthen Council’s financial position. This is subject to market conditions and Council decision
once opportunities have been identified.

E Suggestions that North Sydney residents should receive free or
discounted access once the North Sydney Olympic Pool is completed
due to the impacts on rates

All fees and charges are subject to public exhibition prior to adoption. Any calls for discounted or
free access to North Sydney Olympic Pool will be considered as part of the fees and charges process.

F Calls for Council to cut non-essential spending and reduce staff to
avoid rate increases

Improvement efforts

There have been a number of submitters calling for reduced expenditure, including workforce
reductions and general cost reduction.
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Council has undergone significant change and improvement over a short period of time. This
includes the introduction of an organisational performance function at no additional cost to
ratepayers following the redirection of funds as part of an organisational restructure. This function
has been created to review Council processes, services and planning to ensure that Council spending
is effective.

The current Executive Leadership Team is committed to continued organisational review and
improvement. Initiatives introduced over the past two years have included:

- Organisational restructure - focus on senior staff and management levels. In 2023, the senior
staffing structure (tier 1 and 2) was reduced from a seven (7) to four (4). Further
streamlining has also occurred at Tier three level management. In comparison to other
Councils, this leadership structure is lean based upon the number of discreet services
provided.

- New executive Leadership Team appointed with a new Charter.

- Chief Financial Officer Position created and appointed (at no additional cost to ratepayers
following the redirection of funds as part of an organisational restructure)

- Community consultation and research undertaken to develop clear direction for the future.

- Strategy development and integration.

- Introduced process improvement framework and commenced process mapping to identify
areas for improvement.

- Introduced service review framework to identify improvement and/or changes to service
levels.

- Introduced performance and development framework to align workforce efforts towards
organisational improvement goals.

- Systems review, and recommended replacement.

Each of these initiatives has either contributed savings or reduced financial risks and will continue to
evolve and advance North Sydney’s performance over the coming years.

An estimate of approximately $2M in overhead savings has been incorporated into the Long-Term
Financial Plan, with overheads associated with the North Sydney Olympic Pool being absorbed within
current resources.

In addition, Council has developed an Organisational Improvement Plan to explore other areas for
financial improvement, including through increased advertising, sponsorships and commercial
partnerships and fleet review.

Salaries and wages are determined through both the Local Government (State) Award, and through
market forces. The quality and culture of an organisation's workforce is the most contributing factor
towards organisational performance. Reductions in workforce numbers will result in reduced
services where they are not undertaken through organisational improvement efforts such as
improved systems, processes and/or learning and development.

General Cost reduction

Since 2020, we have been operating in a high inflationary environment, which has seen our costs
increase significantly above the rate peg (the maximum increase we can impose without a Special
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Rate Variation application). In 2021/2022, inflation was approximately 6.6% and Council’s rate peg
was 2%. This impact is multiplied across several years where costs have increased more than the rate

peg.

In addition to costs increasing faster than rates revenue, Council has seen a decline in fees and
charges income (for example parking revenue) since the pandemic. This equates to approximately
$9.9m of inflation adjusted lost revenue.

Council’s procurement policy and processes aim to ensure all goods and services are procured at the
best possible price. This includes through joint contracts with other Councils, and via competitive
processes. This has assisted Council in managing the inflationary pressures of inputs such as
electricity costs, insurance and some contracted services.

Despite this, given Council’s current financial position, Council’s procurement function will be
reviewed as part of the organisational improvement plan to consider any opportunities for further
improvement.

Service reductions or cuts

Several submitters suggested Council should cut services and return to core-services such as roads
and parks maintenance.

Outside a suggestion to return to core-services and reduce ‘socially driven initiatives’, the majority of
suggestions for service reduction have been waste related services which are not funded by ordinary
rates and therefore would not impact the recommended rate increase. However, these suggestions
should be reviewed as Council develops its long-term waste management plan ahead of Food
Organics and Garden Organics (FOGO) introduction.

Other suggestions included street cleaning, arts, Bushcare, urban design, events, garden and
kerbside greenery and funding for community facilities.

Council currently provides a high level of service to the community and our engagement and
community satisfaction surveys show this is appreciated by the community.

Approximately 4% of Council’s budget is spent on events, community engagement and customer
service, while approximately 6% is spent on community and library services. 5% is spent on
environmental protection.

The majority of Council’s budget is spent on renewing/upgrading local infrastructure, managing
waste and cleaning within public places, roads and transport, buildings maintenance and operation,
parks, sports fields and streetscapes, and planning, development and compliance.

Reducing service levels in planning, development and compliance will increase complaints.
Development application times are under Ministerial Improvement Order. Increased development
and density create high levels of complaints from neighbours and others in the community. Reducing
resources would increase environmental impacts on the community and subsequently complaints.

Reducing waste and cleaning services, (excluding domestic waste services which are funded from
domestic waste charge) or parks maintenance would result in a general reduction in public
presentation. For some assets such as parks, when they are not maintained well for a period, they

7
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require more work to bring them to standard at a future time. Reducing sports field services and
maintenance is likely to reduce playing field times due to reduced condition.

Changes to services can be made through cutting service levels, such as reducing the number of
times a park is mowed per year or reducing library opening hours, however given the breadth of
services provided, small changes are likely to result in immaterial savings, and a much more
significant reduction would be required.

The catalogue of services provided by Council includes over 48 service groups and 140 distinct
services. Decisions in regard to what services are provided to the community have been developed
over time in response to community needs and council decisions.

It is best practice for changes to service levels to be undertaken with full community consultation
through the service review framework. This will be done over the coming years in a service-by-
service format.

If Council wished to cut services without due consultation, these services would have to be
nominated and costed for consideration. In the absence of community consultation, elected
councillors, as representatives of the community would have to nominate specific services to be
considered for reduction or removal. No nominations for service cuts have been made by the
elected councillors throughout the SRV process.

There are risks associated with making decisions about individual services through a financial savings
lens without taking a balanced approach, as experienced when Council attempted to remove a verge
mowing service following the Global Financial Crisis. This decision was subsequently reversed in a
short period of time following community backlash.

The service reduction/cut feedback from the community will be taken into consideration when
further developing Council’s service review schedule.

Within 2024/25 we are reviewing Street Sweeping, the North Sydney Oval and Development
Assessments.

As per our Organisational Improvement Plan we are planning to review the following sections in the
2025/26 financial year: Legal Services, Procurement and Tree Management.

G Suggestions that the unsustainable financial situation was not
revealed before the 2024 Council election

Council’s financial position has been the subject of numerous reports, particularly in recent years as
the North Sydney Olympic Pool project costs have increased.

This includes (but is not limited to) the following reports:

e The 2023/24 budget report presented to Council in June 2023 stated that ‘The budget, as
planned, demonstrates Council has capacity to fund its projects and services in the short
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term. The ongoing and potentially permanent impact of Covid on revenues means Council
will need to strategically consider its revenue sources’.

e Inthe Quarter 1 budget review of 2023/24 presented to Council in November 2023, it was
stated that ‘While Council’s current financial position is considered sound, reductions in
Council’s revenue base are placing pressure on this and will require consideration in the
coming years’.

e Inthe Quarter 2 budget review of 2023/24 presented to Council in February 2024, it was
stated that ‘While the financial position is adequate in the short-term, the forecast deficit,
ongoing deterioration in income sources and the need to service additional debt for the
North Sydney Olympic Pool project require close strategic attention’.

e In the Draft Operational Plan and Budget 2024/25 report presented to Council in April 2024 it
was stated that ‘Council has sufficient funds to be able to operate into the future, but
repeated deficits are not sustainable. Council’s financial goal is to fund existing service levels
and infrastructure renewals whilst maintaining an operating surplus before capital grants and
contributions. Council cannot maintain financial viability, fund the North Sydney Olympic
Pool project, and manage its assets to an acceptable service level if similar operating results
persist into future years. The budget must be carefully monitored and reviewed, and Council
must consider long-term strategies for financial repair. In the short term, strong financial
management and budget management and control are critical’.

e Inthe quarter 3 budget review of 2023/24 presented to Council in May 2024, it was stated
that ‘Compared to the original budget, several previously reliable income sources have
significantly decreased with no indication of recovery. Whilst Council has sufficient funds to
operate into the future, repeated deficits of the forecast magnitude are not sustainable.
Council cannot maintain financial viability, fund the pool project, and manage its other assets
to an acceptable service level if similar operating results persist into future years. The budget
must be carefully monitored and reviewed, and Council must consider long-term strategies
for financial repair’.

In addition, the Council’s Chief Executive Officer delivered a presentation to the Combined Precinct
Committee and to approximately 43 residents at the Wollstonecraft Precinct in April 2024, following
budget preparations. This presentation outlined the financial challenges and position of Council.

H Calls for increased debt including use of ‘low-interest’ State
Government loans

TCorp is the financial services partner to the NSW public sector and is a wholly owned entity of the
state of NSW and part of the NSW Treasury cluster. Council has and continues to utilise TCorp for
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loan purposes. Within the current market, some major banks offer interest rates competitive with
TCorp rates.

The NSW Government has introduced a Low-Cost Loans (LCLI) to support local councils that borrow
funds for infrastructure that enables new housing supply. New infrastructure projects contained
within the special rate variation proposal would not meet the criteria for this loan incentive scheme.
However, this scheme may apply to future infrastructure projects within the LGA once
masterplanning has been complete.

In response to the immediate liquidity position of Council, Council proposes to seek an additional
$10 million loan funding in the quarter 4 of the 2024/25 financial year. This funding will be
attributable to the North Sydney Olympic Pool, bringing total loan funding for the project to $61
million.

Council loans are presented to Council monthly in the Investment and Loan Borrowings Report. At
the time the loans are entered into, they are above the Reserve Bank of Australia (RBA) cash rate and
are higher than the amount of interest we receive in bank deposits. If Council was to borrow large
amounts of money, the cumulative impact of the interest payments over 10 to 20 years would
represent a poor financial outcome for our community and would restrict future services and asset
renewal.

Without a special rate variation, it is unlikely Council would be able to borrow significantly more as
our Long-Term Financial Plan does not show sustainable finances.

The Long-Term Financial Plan recommending a special rate variation has taken a long-term strategic
approach to setting of revenue levels to ensure a strong and sustainable local government for North
Sydney. It does not provide funding for all future opportunities and needs. The plan aims to generate
sufficient funds over the next ten years to:

Repair council’s current financial deficits — financial deficits should not be funded from loans.
Rebuild council’s unrestricted reserves — loans should not be used for this purpose.

Infrastructure renewals — renewals should be funded through annual revenue and are reflective of
the use and enjoyment of infrastructure by the current community.

Infrastructure backlog — a backlog is reflective of use and enjoyment of infrastructure by the current
and past community, without provision of adequate reserves/renewals to maintain at satisfactory
level.

Strategic actions (operational costs) — operating costs should not be funded from loan funding.

Strategic actions — upgrade/new infrastructure — loans could be used to fast-track new
infrastructure projects, however when considering loans, additional costs associated with interest
must be factored into revenue strategies. Where the new infrastructure does not generate revenue
to cover the interest cost, rate income would be required. The infrastructure included within
Council’s Informing Strategies is community infrastructure for public use and is not income
generating.
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For example, a $20 million loan over 20 years (maximum term under TCorp loan), would require
$16.824M in repayment over the first ten-year period. This would provide net cashflow for the
period of $3.176M for the ten-year period or $317K per year.

In addition, it would leave $16.824M in loan repayments to the next generation (the 2035/36 -
2044/45 period). Over the twenty-year period, an additional $13.648M in rating revenue would be
required to fund interest.

I Questions as to whether Council could seek additional financial
assistance for the North Sydney Olympic Pool from state or federal
governments, given the pool's significance

Council will continue to seek and apply for grants where they are available. To date, Council has
received $15 million in grants funding for the North Sydney Olympic Pool, including $10 million in
Federal Government funding, and $5 million in NSW State Government funding.

Given the low likelihood or certainty of receiving grants for the project, no additional grant funding
has been included within the Long-Term Financial Plan.

J Calls for private schools and religious organisations pay rates

North Sydney is one of the densest education precincts in the country, with 21 primary and
secondary schools and two universities within the 10.5km2 boundary.

The NSW Local Government Act (1993) provides exemptions for land used for charitable, religious, or
educational purposes. Section 555 of the Act outlines various categories of land exempt from rates,
including land used for educational purposes by schools, colleges, or universities. Under the Act,
Council is unable to charge rates to schools or universities.

At the Council meeting of 9 December 2024, Mayoral Minute MMO1: Invitation to non-rateable
educational institutions to voluntarily pay rates, and preparation of a policy to guide and regulate
intensive “operational”/timetabled use of Council parks by private schools recommended

that Council invite private schools and the Australian Catholic University to voluntarily pay rates (or
an equivalent in-kind contribution) on their property holdings within the North Sydney local
government area to contribute to maintenance of Council assets including roads, footpaths, and
open space.

Under the Local Government Act Council has no authority to enforce schools or religious
organisations to pay rates.
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K Business rates — some felt that the rates were too high, and others
felt business rates should be increased further to subsidise
residential

Business rates can be difficult to compare between Local Government Areas due to the mix in
relation to property size which in turn affects averages. North Sydney has a greater portion of
businesses subject to Ad valorem rather than minimum which suggests many large business
properties are held by property groups and rented rather than through individual stratum ownership.

Amongst the submissions, a number of business landlords expressed concern in relation to the level
of rate increases, while other submitters called for business rates to be increased further to subsidise
residential rates, noting that business rates are tax deductible.

As with residential households, Council appreciates the challenging operating conditions for
businesses. In their assessment of special rates variations, IPART requires an assessment of the
community’s capacity and willingness to pay. This assessment has been undertaken independently
and is attached to the Council report.

In future years, Council may consider reviewing its business rating structure and developing
subcategories, however this has not been recommended for the 2025/26 year due to the continuing
pressures in the commercial property market and ongoing construction creating a challenging
environment as indicated by several submitters.

L Concern about not being presented with a ‘no SRV’ or no smaller
SRV options

The Long Term Financial Plan in the report to the 25 November 2024 Council Meeting presented
Council’s finances in detail over the next 10 years.

This included a base case forecast without a special rate variation. This demonstrated that Council’s
finances are not sustainable without a special rate variation.

In developing the options presented as part of the consultation, Council’s costs were forecast over
10-years based on a number of assumptions as outlined in the Long Term Financial Plan. This
informed the value of the special rate variation options that were presented to the community.
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M Calls for Council to seek more financial assistance from other
levels of government

Council has considered and included other sources of revenue in developing the special rate
variation proposals. This includes developer contributions, and the possibility of securing grant
income for infrastructure upgrades. However, these income sources rarely provide for general
operations or basic renewal of infrastructure and generally focus on new or upgraded infrastructure.

For example, North Sydney Oval needs considerable renewal work to keep the facility at a standard
that is safe and functional for the community. Key users and stakeholders have also advocated for
some time for upgrades including improvements to the changing room facilities, food and beverage
facilities, and media functionality. Within the SRV proposal, the combined renewal and upgrade cost
is estimated at $32M. Of the $32M, an expected $16M (50%) will be achieved through grant funding.
Of course, if grant funding is not secured, upgrades would not proceed.

The proposed increase to rates will not fund all future infrastructure requirements within the Local
Government Area. Other projects which will be dependent upon other sources of revenue include
bicycle paths, Miller Place, North Sydney CBD laneways project, Hume Street Park open space
expansion, walking infrastructure improvements, Holterman Street car-parking/open space project.

To fund the informing strategies Council has forecast receipt of $33.6 million of developer
contributions and $60.3 million of grants.

N Feedback and questions in relation to the standard levels of asset
conditions and calls for the deferral or elimination of asset projects

Infrastructure provision and management is a core responsibility of Council and supports service
delivery.

As at 30 June 2024 the cost to bring Council’s assets to a ‘satisfactory’ standard was $146.8 million. A
'satisfactory' level of service refers to infrastructure that continues to function but requires
maintenance to sustain its operational capacity. If maintenance is insufficient, infrastructure in this
category will deteriorate further, leading to service disruptions and potential public safety risks.
Additional reactive maintenance costs place further pressure on Council operating budgets,
increasing the overall lifecycle cost of the asset.

Council’s financial performance over recent years, and the deferral of capital works to fund the North
Sydney Olympic Pool project has placed additional pressure on infrastructure renewal backlogs
which cannot be addressed through existing levels of revenue.

If Council were to renew all assets to a ‘good’ standard, which is a level of service defined as
infrastructure that operates effectively with only minor maintenance required, it in many ways would
be preferable (and is recommended by the Local Government Code of Accounting Practice). The cost

13
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of this however was $560.5 million on 30 June 2024. In recognition of this high cost, Council has
proposed a ‘satisfactory’ standard for infrastructure as the appropriate option.

The community relies on and expects new or upgraded assets, and this increases the requirement for
Council to undertake asset projects. There will be increased demand for new assets over the next 10
years as the population grows. This includes new open space and areas for recreation and new and
improved transport projects.

A draft Asset Management Strategy was presented to the Council Meeting of 25 November 2024. As
outlined in a separate report to the 10 February 2025 Council Meeting, this was exhibited for
feedback and is now presented with the detailed Asset Management Plans.

There are Asset Management Plans for 6 different asset classes, and they contain information on the
cost to bring each asset class to a satisfactory condition, and the risk ratings of assets and costs of
individual projects. The need to undertake these projects is included in these Asset Management
Plans.

Delaying asset renewals will lead to additional costs in the long term and is not reflective of
intergenerational equity principles.

O Concerns over increased services when finances are weak

A strong local government is one that plans for the future and adapts to changing community
needs. The Integrated Planning and Reporting Framework was introduced into Local Government to
ensure Councils are planned and proactive in meeting the needs of their community and ensuring
appropriate resourcing over the long term. This Framework is particularly important given Councils
infrastructure provision responsibilities.

Many of Council’s long term strategies have not been reviewed for some time and are not fully
integrated. Changes in society, the economic environment and forecast population growth and the
associated challenges required the Council to review and redevelop its direction for the next ten
years.

In May and June 2024, Council undertook the ‘Have Your Say on Our Next Ten Years’ engagement
to identify the priorities and projects the community wanted Council to focus on over the next ten
years. Based on the community’s feedback, Council developed and costed the priorities. These are
outlined in the draft Informing Strategies which are being presented to Council in a separate report
on 10 February 2025.

To reduce the impact of the special rate variation in years 1 and 2, a review was undertaken with a
view to reducing the impact in Year 1. The Special Rate Variation proposal is based on a long-term
forecast. If Council chooses to reduce funding allocation for the operational initiatives included, this
will impact its ability to respond to the challenges and opportunities identified.

The following SRV funding has been included within the Long-Term Financial Plan for operational
actions:

14
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Strategy Average annual cost (over | Average % of total rates
ten years) revenue (revised Option 2a)

Environment $104,000 0.08%
Integrated Transport $493,000 0.38%
Economic Development $610,000 0.47%
Culture and Creativity $1,117,000 0.86%
Social Inclusion $1,092,000 0.84%
Open Space and $384,000 0.30%
Recreation

Housing $44,000 0.03%
Governance $2,207,000 1.70%

Many of the actions within these strategies are not new services but planning and initiatives to
address challenges and opportunities associated with the changing and growing population.

Environmental operational objectives include: Initiatives to support increased renewables,
protecting bushland and creating green corridors to support healthy corridors for biodiversity.

Integrated Transport operational objectives include: Completing concept designs for cycleways to
allow for grant applications to be made. Investigating opportunities to increase pedestrian areas.
Reviewing on-road parking management. Development of a travel behaviour shift program to assist
community members, school students and parents, thereby reducing increasing congestion.

Economic Development operational objectives include: Increasing support for small business
including information sharing, data analytics, and support towards activation of town centres and
nightlife.

Culture and Creativity operational objectives include: Capturing and sharing local history, enhancing
Council’s website to help people know what's on in the area, developing a creative hoardings
program, activating laneways and other public spaces, as well as the delivery of a new cultural and
creative hub in St Leonards.

Sacial Inclusion operational objectives include: Expansion of streets alive program, a masterplan
and feasibility for new community facilities and open space at Crows Nest, a masterplan for new
community facilities and open space in the civic precinct in North Sydney, a new community facility
at Berry’s Bay, reviews of Bradfield Park and Kirribilli foreshore masterplans, expansion of library
services.

Open Space and Recreation operational objectives include: additional parks maintenance
responsibilities for new open space, play streets program, and masterplan for Cammeray Park and
Blues Point Reserve.

15

Council Meeting 10 February 2025 Agenda Page 191 of 817



Attachment 10.3.2

P Calls for increased revenue elsewhere, including through fees and
charges or developer contributions
Council has considered alternative revenue sources as part of its financial review.

To achieve the outcomes of the Informing Strategies, the following income will be actively sought:

Funding Source Amount
Rates $192,234,042
Developer Contributions $33,614,516
Grants $60,276,267
Domestic Waste Management Reserve* $48,000,000
Total $334,124,825

*the Domestic Waste Management Reserve is expected to be used to fund implementation and
operation of Council’s Food Organics and Garden Organics waste service.

This rates income will be spent as follows:

How rates income will be spent Amount
Upgraded and new infrastructure $85,600,059
Infrastructure renewals and backlog $41,926,976
Operating costs $58,707,006
Reserves for delivery of projects $6,000,000
Total $192,234,042

Please note the figures in the above tables are not adjusted for inflation.

Informing strategies have been amended to include an action to investigate additional revenue from
the use of open space for activities such as private events and personal training. Council will also
pursue additional income through private hire of the North Sydney Olympic Pool and through
advertising within the Local Government area. Additional revenue through these sources is
uncertain and unlikely to be generated within the first 1 — 2 years.

When a new development occurs within North Sydney, Council receives a percentage of the cost as a
developer contribution. These contributions are also known as local infrastructure contributions.
Council anticipates $33.6 million in developer contributions will be required to achieve the objectives
of the Informing Strategies as a minimum.

These are governed by NSW Government policy and can only be spent on certain things. The
contributions must be used strictly for the infrastructure and services they were levied for, as
specified in the developer contributions plan. Council cannot use these funds for unrelated purposes
or general revenue.

Several of the projects included in the informing strategies are reliant on receipt of these funds to
occur.

16
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Due to the capital nature of the developer contribution funding, Council must find additional funding
to pay for the ongoing maintenance and replacement of these assets, increasing the ongoing funding
required through general revenue.

Council reviews its fees and charges annually. Some of these fees are set by other levels of
government and Council is unable to change these. Others (such as car parking) are set at a market
rate which both provides community value and a fair revenue to Council. Due to the increased
revenue required to repair Council’s financial sustainability, Council is unable to increase these fees
sufficiently to make up the difference.

This fees and charges revenue has also fallen in real terms since the pandemic. It is a higher risk
source of revenue for Council than rates, as it can fluctuate by year, leading to challenges in covering
fixed costs within fluctuating revenue.

Q Calls for existing cash reserves to be used instead of increasing
rates

Several submitters have questioned why Council’s cash and investment balances are not being used
to assist with the current financial position.

The exhibited Long-Term Financial Plan Base Case Forecast Cash Flow Statement showed cash, cash
equivalents & investment balances at the end of 2024/25 of $80.6M, increasing to $154.7M over the
ten-year period. Despite this, the unrestricted current ratio was forecast at 0.60, highlighting a
liquidity problem. These two aspects when considered together have confused some members of
the community and have been the subject of new Frequently Asked Question responses.

Legislation and local government accounting codes require that revenue generated for specific
purposes such as domestic waste, government grants and developer contributions are to be
restricted. This means that they cannot be used for any purpose other than what they have been
generated for, and any funds not spent are classified externally restricted reserves. Any interest
earned on restricted funds must also be transferred to this reserve.

Developer contributions can only be used for projects outlined within Council’s Developer
Contributions Plan. For many projects, these developer contributions only pay for a percentage of
the project, and funding must be sourced through rates or other income to complete the project.

Within the updated Long Term Financial Plan (the Plan), a new line has been included within the
Cash Flow Statement to outline the level of restricted reserves to assist readers understanding.

It is important that Council maintains a healthy balance of non-restricted cash and investment
reserves to cover working funds, employee leave entitlements, bonds and deposits held, plant
replacement, infrastructure renewal and to ensure Council’s ability to withstand a financial shock,
such as the recent COVID pandemic.

17
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The balance of unrestricted reserves have been impacted by the ongoing reduction in fees and
charges revenue (in real terms) since the pandemic and the ongoing impact of the North Sydney
Olympic Pool project.

On page 13 of the Plan, the forecast Cash, cash equivalents and investments excluding externally
restricted reserves enters negative balances in 2029/30, and considering working funds
requirements, is at financial risk of unlawfully rules forbidding use of restricted funds in 2026/27.
This has improved from the exhibited Plan due to a recommendation that Council take out an
additional $10M loan within the 2025/26 financial year.

Council reports on the value of these reserves monthly in the Investment and Loan Borrowings
Report.

R Frustration over timing of consultation over the Christmas period

The deadline set by the Independent Pricing and Regulatory Tribunal (IPART) for receipt of special
rate variations and increase to minimum rates applications is 3 February 2025. Council has been
granted a short extension to allow for an additional week of consultation.

This deadline allows IPART enough time to review the application and exhibit it before it is
implemented on 1 July.

Council acknowledges that a considerable volume of information was provided as part of the
consultation process, and that this information is complex. In addition to community forums, Council
continuously updated its frequently asked questions throughout the consultation period, with 34
responses published on Council’s SRV website to aide community understanding.

S Support for the proposed special rate variation

While most did not like the fact that Council requires financial repair, many submitters acknowledged
that it was needed to retain the services and infrastructure enjoyed to date, as well as responding to
the needs of the future.

Frustration over the North Sydney Olympic Pool project was expressed, but some submitters were
happy to see improvements in oversight and decision making and a focus on governance.

Some comments included:
‘Agree we need this increase to remain viable’

‘I appreciate that the Council needs to be financially sustainable into the foreseeable future and
recognize the numerous challenges it confronts.”

18
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‘Council rates are too low for NSC to adequately meet its short and long-term financial
responsibilities.”

‘This needs to be done. We have to repair the financial situation existing and lay the foundations for
a sound financial future, without affecting essential services or infrastructure’

‘It's an unfortunate position to be in but to ensure that existing assets are fit for purpose and the
opportunity to plan and fund new/upgraded assets is in place, | believe that option 3 is the best
approach.”

19
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J InTRODUCTION

In May and June 2024, Council engaged the community in an important conversation about
the‘The Next Ten Years'for North Sydney. Through a series of thought-provoking discussion
papers, panel sessions, surveys and workshops, the community considered where we are now
and where we would like to be over the next decade.

This work, together with research in several key areas, has informed a number of enabling
actions which have been included within Draft Informing Strategies and will inform Council’s
new Community Strategic Plan. A plan that aims to ensure the community of North Sydney
continues to enjoy a quality of life and an improved sense of community supported by
responsive services and high-quality infrastructure that support an evolving community.

Critical to these aspirations is Council’s financial position. Council’s financial strength and
sustainability directly impact on our ability to deliver services and infrastructure at a level both
needed and expected from our growing community.

Regrettably, Council’s current financial position will not support the level of service and
infrastructure enjoyed by the community in past decades. The costs associated with the North
Sydney Olympic Pool Redevelopment Project have placed significant pressure on Council’s
reserves and infrastructure renewals. Ongoing operating costs, including the repayment of over
$51 million in debt will result in ongoing operating deficits. Other factors such as declining
revenue streams associated with car parking, fines and advertising, along with cost shifting
from other levels of government further exacerbate forecast deficits. This position is not
sustainable and requires structural change.

Itis an enabling document that considers Council’s current financial position, along with
economic factors that are expected to have an impact on our financial performance in the
future, with a view to providing a path to both financial repair and the realisation of the
community’s aspirations for the future.

LONG-TERM FINANCIAL PLAN
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The Long-Term Financial Plan (LTFP) allows for a variety of assumptions, sensitivity analyses,
and risk management procedures to:

repair Council’s overall financial position to ensure continued service delivery

evaluate the financial viability of providing the service levels specified in the Delivery
Program

enable the quantification and discussion of the costs of long-term strategic decisions
permit scenario testing of various policies and service levels

enable testing of the sensitivity and robustness of our key assumptions

Council’s LTFP is underpinned by its Financial Management Policy and Asset Management
Policy. The Financial Management Policy outlines Council’s guiding principles in preparing
the plan and maintaining financial sustainability. The Asset Management Policy sets the
framework for consistent asset management processes throughout the North Sydney Local
Government Area and to ensure adequate long-term provision for the renewal of assets.
Any plan for financial sustainability must address future provision of infrastructure and
environmental sustainability.
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Financial strength and sustainability -
Where do we want to be?

Principles and strategy

Legislated principles

In September 2016, the Local Government Amendment
(Governance and Planning) Act 2016 commenced. This legislated
the approach that Councils should adopt in relation to their
financial management.

In their 2013 report ‘Financial Sustainability of the New South
Wales Local Government Sector, IPART defined financial
sustainability as:‘A local government will be financially
sustainable over the long term when it is able to generate
sufficient funds to provide the levels of service and
infrastructure agreed with its community’.

Legislated principles of sound financial
management
Section 8B of the Local Government Act 1993 states that the

following principles of sound financial management apply

to Councils.

(@) Council spending should be responsible and sustainable,
aligning general revenue and expenses.

(b) Councils should invest in responsible and sustainable
infrastructure for the benefit of the local community.

(c) Councils should have effective financial and asset
management, including sound policies and processes for
the following:

(i) performance management and reporting
(i) asset maintenance and enhancement

(i) funding decisions

(iv) risk management practices

Council Meeting 10 February 2025 Agenda

(d) Councils should have regard to achieving intergenerational
equity, including ensuring the following:
(i) policy decisions are made after considering their
financial effects on future generations,
(i) the current generation funds the cost of its services

Financial strategy

To achieve our financial strategy, the LTFP has been developed
with the following objectives over the ten-year time frame:

Deliver operating surpluses: Achieving a fully funded
operating position resulting in a surplus operating bottom-
line sufficient to fund asset backlogs, new infrastructure
requirements and to service debt.

Build financial strength and stability: Strengthening
financial stability by developing a strong cash position,
reducing risks associated with own operating revenue,
having sufficient assets to cover liabilities, and being in a
position to withstand future financial shocks.

Fund existing service levels: Ensure existing service levels
that Council currently provide continue to be fully funded
when preparing budgets. Service levels should only change
as a result of a full community consultation through the
service review framework.

Ensure a financial position that allows responsiveness to
changing community needs: Fund community priorities as
outlined in the Ten-year Informing Strategies.

Fund improvements to governance and administration:
Ensure good decision-making and efficiency and

effectiveness in service delivery through improved systems,
processes and development and performance frameworks.

Strategic use of debt: Supporting capacity for growth and
opportunity.

Fund infrastructure renewals: The funding allocated to
infrastructure renewals programs (including reserves for this
purpose) is at a minimum equivalent to the annual
depreciation expense.

Infrastructure backlogs are reduced: To ensure expected
levels of service are met and to avoid an excessive burden on
future generations, funding is allocated to addressing the
backlog.

Financial legacy: Ensuring that every financial decision that
is made, by both the Council and Council management,
creates and safeguards the financial legacy of North Sydney
Council - a legacy of being prudent and responsible.

The financial management objectives establish a robust
framework for developing Council’s Long-Term Financial Plan
(LTFP), facilitating consistent and informed decision-making.
The LTFP is crafted to be a dynamic and adaptable model,
regularly updated through formal budget reviews, quarterly
budget statements, and ongoing year-to-date performance
assessments. This approach guarantees that the LTFP remains
both current and relevant, enabling the Council to respond
effectively to changing circumstances and priorities.

LONG-TERM FINANCIAL PLAN 5
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Our financial position-

Where are we now, and why?

FINANCIAL PERFORMANCE

A Council with strong financial performance is one that maintains a revenue stream adequate
to sustain existing service levels and infrastructure while also supporting the growing needs
of an expanding population. Strong financial performance goes beyond generating sufficient
revenue - it also involves effective financial management and strict cost control measures to
ensure long-term sustainability.

Currently, the Council’s financial outlook is unsustainable and requires significant structural
reform. The existing revenue is insufficient to cover current service levels, loan repayments,
asset maintenance backlogs, infrastructure renewals, upgrades, and the development of new
assets to meet the demands of a growing and evolving population.

Council has recently introduced an organisational performance function to focus on review
and improvement, which in turn will result in improved efficiency and cost control in Council’s
administration and operations. However, the measures are limited by outdated and
ineffective systems. Investment in these systems will be critical to ensuring reduced
administrative and operational overheads.

The financial challenges facing the Council began in 2019/2020, when the COVID-19 pandemic
led to a sharp reduction in revenue streams. In 2020/2021, the Council committed to the
North Sydney Olympic Pool redevelopment project. Through decisions made in the initial
planning phase, including the contract strategy and the decision to proceed prior to designs
being complete, significant risk was taken and has been realised, resulting in increased capital
and operating costs, leaving Council in a weak financial position and with an unsustainable
forecast.

6 LONG-TERM FINANCIAL PLAN
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In response to these pressures, the Council launched a comprehensive program of
organisational review and transformation in late 2022. This initiative has identified key
structural opportunities for improvement, particularly in the areas of financial management
and prioritisation of resources. Key actions under this program include:

® Organisational Structural Realignment

e Strategy Development

® Process Improvement

e System Replacement

e Service Review Framework

¢ Performance and Development Framework

In 2024, the Council also resolved to develop a comprehensive governance strategy aimed at
preventing future financial missteps, such as those experienced during the North Sydney
Olympic Pool project. This strategy is designed to guide decision-making processes and
mitigate the risks associated with major infrastructure projects and investments.

The Governance Strategy, now developed, is a critical part of the Council’s broader effort to
stabilise and improve its financial performance. However, despite the importance of this
strategy, the current financial situation means that there are insufficient funds available to
implement it. This underscores the urgency of addressing the structural financial issues to
secure a sustainable future for the Council and its services.

The following table outlines Council’s forecast performance from 2024/25 through to
2034/35.The commentary below the table provides background as to the worsening results.
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Table 1. Forecast Income Statement

2024/25Budget  2025/26  2026/27  2027/28  2028/29  2029/30  2030/31  2031/32  2032/33  2033/34  2034/35
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($000) ($'000) ($'000) ($'000) ($7000)

Income from Continuing Operations

Rates $61,961 $64,662 $66,830 $69,069 $71,382 $73,773 $76,242 $78,793 $81,428 $84,151 $86,964
Annual Charges $18,016 $18,556 $19,113 $19,686 $20,277 $20,885 $21,512 $22,157 $22,822 $23,506 $24,211
User Charges & Fees $33,803 $41,394 $43,726 $46,108 $47,722 $49,392 $51,121 $52,910 $54,762 $56,679 $58,662
Other Revenue $10,292 $10,704 $11,078 $11,466 $11,867 $12,283 $12,713 $13,158 $13,618 $14,095 $14,588
Grants and Contributions provided for Operating Purposes $5,027 $5,102 $5,179 $5,257 $5,335 $5,416 $5,497 $5,579 $5,663 $5,748 $5,834
Grants and Contributions provided for Capital Purposes $11,378 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444
Interest and Investment Revenue $3,165 $3,723 $3,960 $4,211 $4,477 $4,748 $5,001 $5,246 $5,489 $5,731 $6,003
Other Income $5,887 $6,814 $7,053 $7,299 $7,555 $7,819 $8,093 $8,376 $8,669 $8,973 $9,287
Total Income from Continuing Operations $149,528 | $158,399 | $164,383 | $170,540 | $176,060 | $181,759 | $187,621 | $193,663 | $199,896 | $206,326 | $212,994
Employee Benefits and On-Costs $54,406 $60,373 $62,939 $65,614 $68,402 $71,309 $74,340 $77,499 $80,793 $84,227 $87,806
Materials and Services $53,986 $57,221 $58,937 $60,705 $62,526 $64,402 $66,334 $68,324 $70,374 $72,485 $74,660
Borrowing Costs $2,511 $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
Depreciation and Amortisation $28,795 $31,959 $32,918 $33,905 $34,922 $35,970 $37,049 $38,161 $39,305 $40,485 $41,699
Other Expenses $4,783 $4,926 $5,074 $5,227 $5,383 $5,545 $5,711 $5,882 $6,059 $6,241 $6,428
Net Losses from the Disposal of Assets $277 $277 $277 $277 $277 $277 $277 $277 $277 $277 $277
Total Expenses from Continuing Operations $144,758 | $157,478 | $162,645 | $167,993 | $173,547 | $179,335 | $185,324 | $191,525 | $197,948 | $204,599 | $211,537
Operating Result from Continuing Operations $4,771 $921 $1,737 $2,546 $2,513 $2,424 $2,298 $2,138 $1,947 $1,727 $1,457
Net Operating Result before Grants and Contributions ($6,607) ($6,523) | ($5,707) | (54,898) | ($4,931) | ($5,020) | ($5146) | ($5306) | ($5497) | ($5717) | ($5,987)
provided for Capital Purposes

LONG-TERM FINANCIAL PLAN 1
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North Sydney Olympic Pool

The additional capital costs incurred during the redevelopment of the North Sydney Olympic
Pool have weakened the financial position of the Council and are expected to place further
pressure on its financial performance.

Abusiness plan has been developed for the Pool with the goal of optimising visitation. This plan
outlines projections for the first three years of operation, after which visitation growth is
expected to plateau at a new steady state. The plan anticipates that by Year 2, the facility will
generate enough income to cover operational costs and produce a small surplus. However,
these surpluses will be insufficient to cover the interest and depreciation expenses associated
with the facility. Additionally, the forecast does not account for Council overheads or the costs
of internal support services, such as human resources. The North Sydney Olympic Pool Forecast
is as follows:

Income (User Fees) 2025/26 2026/27 2027/28
($'000) (S0)] ($'000)
Gym Services 2,047 2,722 3,405
Aquatic Programs 2,108 2,502 2,900
Admin &CS 2,084 2,148 2,212
Sub-total: 6,239 7,372 8,517
less expenses
Employee Benefits and on- (4,924) (5,134) (5,332)
costs
Material and Services (1,635) (1,684) (1,735)
Operational Performance: (320) 554 1,450
Depreciation (2,300) (2,369) (2,440)
Interest on Pool Loans (2,114) (1,976) (1,829)
Centre Performance (4,734) (3,791) (2,819)
LONG-TERM FINANCIAL PLAN
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Reliance on user charges and other sources of revenue

For many years, North Sydney Council successfully diversified its income sources through
avenues such as parking revenue and advertising, which helped supplement relatively low
rates. However, the financial impact of the 2020 pandemic, along with broader societal shifts
and the Council’s sustainability initiatives, has significantly reduced these revenue streams.

Historically, the Council adopted a diversified approach to revenue generation in order to
reduce its reliance on rates. Traditionally, around 45% of total operating revenue has been
generated through user charges fees, and other non-rate income. This includes on-street
parking fees, fines, advertising revenue and commercial rental income. While this strategy has
lessened the financial burden on residents and businesses, it has also exposed the Council to
fluctuations in income, which are influenced by a range of social, economic, policy, and
environmental factors. The 2020 COVID-19 pandemic highlighted the risks associated with this
level of revenue diversification.

Adjusting for inflation and assuming no change in user behaviour since 2019, income from
user charges, fees, and other revenue streams would be $9.9 million higher than current
levels. This includes $4.5 million in on-street parking revenue, $1.2 million in advertising fees,
and $1.8 million in rental income.

The reduction in revenue can be attributed to several social and economic shifts resulting from
the pandemic. These include the widespread adoption of remote work, which has led to a
decrease in demand for parking and office space, as well as changes in advertising practices.
Digital technology has transformed the advertising landscape, and recent development
approvals have led to the rejection of planned digital advertising sites, while traditional paper-
based advertising has declined. Additionally, major transport projects by Transport for NSW
(TFNSW) have reduced the availability of on-street parking, and the introduction of the Metro is
expected to further reduce demand.

While the reduction in car use negatively impacts revenue, it aligns with Council’s strategic
goals to promote active transport and reduce reliance on motor vehicles.
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Figure 1. Historical - total income (excluding rates, annual charges, NSOP income and one-off items)
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—Total income less rates and annual 50,318 44,133 47,254 43,525 52,203 53,955 53,147

charges less NSOP
— CPlinflated adjusted income 50,980 50,470 52,540 55,324 58,976 61,217 63,053

Other factors

Cost shifting and the additional financial burdens resulting from government decisions have
further strained the Council’s finances, including a 214% increase in the Emergency Services
Levy over the past two years.
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Cost control measures

Council has initiated a comprehensive program of review and improvement to ensure the
effective use of public funds. In 2023, a major realignment of the organisational structure was
implemented, establishing a clear leadership and service unit framework designed to enhance
role clarity, accountability, and communication, while reducing duplication and improving
collaboration across the organisation. Additionally, over $6.4 million in employee benefits and
oncosts were reallocated to streamline leadership structures and address critical resource
needs in areas such as risk management, commercial property management, parks and
gardens maintenance, organisational improvement, technology, and strategic planning.

Ongoing and future review and improvement programs include the introduction of:

® Aprocess mapping initiative, initially targeting 250 high-priority processes, with plans to
expand to 1,000 over time. This effort aims to identify opportunities for greater operational
efficiency.

®* Anew service level review framework to ensure that Council’s services are aligned with
the evolving needs and expectations of the community.

e Service unit planning to identify workforce development priorities, opportunities for
process improvement, and areas for financial review.

¢ Adevelopment and performance framework to support the creation of a high-
performing workforce.

® A new workforce strategy aimed at positioning Council as a competitive employerin a
challenging environment marked by skills shortages.

Despite these significant commitments to improve organisational efficiency, Council’s ability to
generate efficiencies is constrained by its outdated technology systems. These systems are not
integrated, require excessive manual intervention, and lack the sophistication needed to
support timely decision-making. The inefficiencies caused by these systems are a major source
of frustration for the workforce and, indirectly, for residents and customers, negatively
impacting the overall customer experience.
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FINANCIAL POSITION

A financially strong and resilient Council is one that can absorb financial shocks while

maintaining the delivery of essential services and infrastructure at the levels expected by the
community. This includes the ability to fund infrastructure renewals as they become due, as

well as being able to adapt to the changing needs of a growing community.

Table 2. Forecast Balance Sheet

Attachment 10.3.3

Currently, however, Council’s financial position is weak and requires significant structural repair.

The table below outline Council’s projected financial position and cash flow from 2024/25 to
2034/35.The accompanying commentary provides further insight into the factors contributing
to the deterioration of the Council’s financial results.

2024/25 ($'000) 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
-FY2025 ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Approved Budget

Current Assets
Cash & Cash Equivalents $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000
Investments $69,278 $74,730 $80,885 $86,988 $93,915 $100,244 $106,231 $112,160 $118,030 $123,838 $131,211
Receivables $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547
Inventories $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60
Other $626 $626 $626 $626 $626 $626 $626 $626 $626 $626 $626
Total Current Assets $101,511 | $106,963 | $113,118 | $119,221 | $126,148 | $132,477 | $138,464 | $144,393 | $150,263 | $156,071 $163,444

Non-Current Assets

Receivables $770 $770 $770 $770 $770 $770 $770 $770 $770 $770 $770
Infrastructure, Property, Plant & Equipment $1,752,868 | $1,743,455 | $1,733,936 | $1,725,047 | $1,888,442 | $1,879,925 | $1,871,407 | $1,862,561 | $1,853,347 | $2,029,058 | $2,018,959
Investment Property $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698
Right of Use Assets $1,258 $1,202 $1,146 $3,930 $3,874 $3,818 $3,762 $3,706 $3,650 $2,328 $3,739
Investments Accounted for Using the Equity Method $34 $34 $34 $34 $34 $34 $34 $34 $34 $34 $34
Total Non-Current Assets $1,808,628 | $1,799,159 | $1,789,584 | $1,783,479 | $1,946,818 | $1,938,245 | $1,929,671 | $1,920,769 | $1,911,499 | $2,085,888 | $2,077,200
TOTAL ASSETS $1,910,139 | $1,906,122 | $1,902,701 | $1,902,700 | $2,072,967 | $2,070,722 | $2,068,135 | $2,065,163 | $2,061,762 | $2,241,959 | $2,240,644

LIABILITIES
Current Liabilities

Payables $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,833 $32,833
Contract Liabilities $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099
Lease Liabilities $303 $303 $303 $303 $303 $303 $303 $303 $303 $303 $303
Borrowings $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879 $1,872
Employee Benefit Provisions $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100
Total Current Liabilities $54,914 $55,133 $55,363 $54,726 $54,644 $54,860 $55,086 $55,324 $55,573 $54,215 $52,208
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2024/25 ($'000) 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
-FY2025 ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Approved Budget
Non-Current Liabilities
Lease Liabilities $750 $391 $32 $2,513 $2,154 $1,795 $1,436 $1,077 $718 $359 $0
Borrowings $55,805 $51,006 $45,978 $41,586 $37,276 $32,751 $27,999 $23,010 $17,771 $12,625 $12,220
Employee Benefit Provisions $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154
Total Non-Current Liabilities $57,709 $52,551 $47,164 $45,253 $40,584 $35,700 $30,589 $25,241 $19,643 $14,138 $13,374
TOTAL LIABILITIES $112,623 | $107,685 | $102,527 $99,979 $95,229 $90,560 $85,675 $80,565 $75,216 $68,352 $65,581
Net Assets $1,797,516 | $1,798,437 | $1,800,174 | $1,802,721 | $1,977,738 | $1,980,162 | $1,982,460 | $1,984,598 | $1,986,545 | $2,173,607 | $2,175,063
Q
Accumulated Surplus $981,087 $982,008 $983,745 $986,292 $988,804 $991,228 $993,526 $995,664 $997,611 $999,338 | $1,000,795
IPPE Revaluation Reserve $816,429 $816,429 $816,429 $816,429 $988,934 $988,934 $988,934 $988,934 $988,934 | $1,174,269 | $1,174,269
Total Equity $1,797,516 | $1,798,437 | $1,800,174 | $1,802,721 | $1,977,738 | $1,980,162 | $1,982,460 | $1,984,598 | $1,986,545 | $2,173,607 | $2,175,063
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Table 3. Forecast Cash Flow Statement

Attachment 10.3.3

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
($'000) () ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOW FROM OPERATING ACTIVITIES
Receipts
Rates 61,383 64,662 66,830 69,069 71,382 73,773 76,242 78,793 81,428 84,151 86,964
Annual Charges 18,016 18,556 19,113 19,686 20,277 20,885 21,512 22,157 22,822 23,506 24,211
User Charges & Fees 33,803 41,394 43,726 46,108 47,722 49,392 51,121 52,910 54,762 56,679 58,662
Investment & Interest Revenue Received 3,165 3,723 3,960 4,211 4,477 4,748 5,001 5,246 5,489 5,731 6,003
Grants & Contributions 12,471 12,546 12,623 12,701 12,779 12,860 12,941 13,023 13,107 13,192 13,278
Bonds & Deposits Received 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950
Other 16,179 17,518 18,131 18,765 19,422 20,102 20,806 21,534 22,287 23,067 23,875

Sale of Investment Securities

Employee Benefits & On-Costs (54,406) (60,373) (62,939) (65,614) (68,402) (71,309) (74,340) (77,499) (80,793) (84,227) (87,806)
Materials & Contracts (53,986) (57,221) (58,937) (60,705) (62,526) (64,402) (66,334) (68,324) (70,374) (72,485) (74,660)
Borrowing Costs (2511) (2,722) (2,500) (2,266) (2,036) (1,832) (1,612) (1,381) (1,140) (885) (667)
Bonds & Deposits Refunded (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950)
Other (4,783) (4,926) (5,074) (5,227) (5,383) (5,545) (5711) (5,882) (6,059) (6,241) (6,428)
Net Cash provided (or used in) Operating Activities 29,331 33,157 34,932 36,729 37,712 38,671 39,624 40,576 41,530 42,488 43,433

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Redemption of term deposits

Sale of Infrastructure, Property, Plant & Equipment

Purchase of Investment Securities

Purchase of Investment Property

Purchase of Infrastructure, Property, Plant & Equipment (92,444) (22,822) (23,676) (25,294) (26,090) (27,729) (28,809) (29,592) (30,368) (31,138) (31,877)
Contributions paid to joint ventures and associates - - - - - - - - - - -
Net Cash provided (or used in) Investing Activities (92,444) (22,822) (23,676) (25,294) (26,090) (27,729) (28,809) (29,592) (30,368) (31,138) (31,877)
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2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35

($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts
Proceeds from Borrowings & Advances 30,000
Payments
Repayment of Borrowings & Advances (3,056) (4,580) (4,799) (5,029) (4,392) (4,310) (4,525) (4,752) (4,989) (5,239) (3,879)
Repayment of lease liabilities (principal repayments) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303)
Net Cash Flow provided (used in) Financing Activities 26,641 (4,883) (5,102) (5,332) (4,695) (4,613) (4,828) (5,055) (5,292) (5,542) (4,182)
Net Increase/(Decrease) in Cash & Cash Equivalents (36,472) 5,452 6,154 6,103 6,928 6,329 5,987 5,929 5,870 5,808 7,373
Plus: Cash & Cash Equivalents - beginning of year 22,849 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Cash & Cash Equivalents — end of the year 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Investments - end of the year 69,278 74,730 80,885 86,988 93,915 100,244 106,231 112,160 118,030 123,838 131,211
Cash, Cash Equivalents & Investments - end of the 90,278 95,730 101,885 107,988 114,915 121,244 127,231 133,160 139,030 144,838 152,211
year
Externally restricted funds 69,099 80,129 91,340 102,734 114,311 126,074 138,022 150,157 162,481 174,993 187,697
Cash, Cash Equivalents & Investments excluding 21,179 15,602 10,545 5,254 604 (4,829) (10,791) (16,997) (23,451) (30,155) (35,485)
externally restricted funds

Table 4: Financial Performance Indicators

Indicator Benchmark 2025/26 2026/27 2027/28 2028/29 2029/30 2031/32 2032/33 2033/34 2034/35 2035/36
Operating performance ratio >0% -4.32% -3.64% -3.00% -2.92% -2.88% -2.86% -2.85% -2.86% -2.87% -2.91%
Own source operating revenue ratio >60% 92.08% 92.32% 92.55% 92.74% 92.92% 93.10% 93.28% 93.44% 93.61% 93.77%
Unrestricted current ratio >1.5 0.83 0.67 0.52 0.37 0.20 0.01 -0.18 -0.37 -0.61 -0.83
Debt service current ratio >2 4.63 4.02 4.24 4.35 5.02 5.38 5.51 5.64 5.77 5.86
Cash expense cover ratio >3 months 8.08 8.29 8.54 8.82 9.09 9.28 9.42 9.53 9.63 9.78
Buildings and infrastructure renewal ratio >100% 71% 72% 75% 75% 77% 78% 78% 77% 77% 76%
Infrastructure backlog ratio - condition 3 <2% 9% 9% 9% 9% 9% 9% 10% 10% 9% 10%
Infrastructure backlog ratio - condition 2 <2% 33% 34% 36% 33% 35% 36% 37% 38% 36% 37%
Asset maintenance ratio >100% 90% 83% 77% 72% 68% 64% 60% 57% 54% 51%
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Cash and investments

Internal borrowings required to fund the North Sydney Olympic Pool (NSOP) Redevelopment
Project are projected to significantly deplete Council’s unrestricted and internally restricted
cash and investment reserves in the short term. A total of $49.07 million - comprising $14.88
million for asset renewal and capital works funding, and $34.19 million from internal reserves —
has been used to fund the project to its completion. These internal reserves include critical
funds, such as employee leave entitlements, deposits, retentions and bonds.

External financing for the NSOP project has now reached $51 million. In addition to the funding
requirements for the NSOP, the reduction in Council revenue streams following the COVID-19
pandemic has further impacted the reserve balances.

After reviewing the financial risks associated with currently low liquidity levels, and the
feedback from community consultation, it will be recommended within this plan that Council
increases borrowings by $10 million in the 2024/25 financial year. The post-pandemic decline in
revenue has also limited the Council’s ability to build reserves for infrastructure renewal. Had
revenue levels remained consistent with pre-pandemic trends and adjusted for inflation, it is
estimated that an additional $29.2 million would have been available to bolster these reserves.

As of 30 June 2025, Council is forecast to have $21 million in cash and investments that are not
subject to external restrictions. Despite the measures taken by Council, the liquidity ratio will
keep declining in the subsequent years and remains unsatisfactory. This amount is critically
low and will result in internal reserves for outstanding liabilities shrinking to just $8.1 million
in the second year, representing only 35% of historically maintained reserve levels, without
intervention.

Infrastructure, property, plant and equipment

Infrastructure provision and management are fundamental responsibilities of local
government. Infrastructure, by its very nature, forms the foundation for essential service
delivery, including transport networks, footpaths, open spaces and recreation assets,
community halls, libraries, stormwater systems, and seawalls. Effective infrastructure
management is crucial to the local government’s role, and it must be adequately funded to
prevent passing an excessive financial burden onto future generations.

Proper maintenance and timely renewal of infrastructure are essential to maintaining service
levels and ensuring public safety. When infrastructure is not maintained or renewed in a timely
manner, service quality deteriorates, and public safety risks may emerge.

LONG-TERM FINANCIAL PLAN
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The performance of local councils in providing adequate funding for infrastructure renewals is
typically assessed using the renewal ratio. This ratio compares annual expenditure on renewals
against total depreciation for the year. While this measure is useful, it has limitations. It is
backward-looking and sensitive to factors such as future inflation and shifting community and
customer expectations. Therefore, using depreciation values as a sole indicator of future
infrastructure needs should be regarded as a minimum threshold, with actual renewal
requirements likely exceeding these figures over time.

As of 30 June 2024, Council’s infrastructure, property, plant, and equipment holdings were
valued at $2.18 billion, with accumulated depreciation amounting to $571.6 million. The net
carrying value after depreciation was $1.6 billion.

Investment is crucial to effectively manage this infrastructure and ensure it meets community
expectations. This includes:

® Timely completion of asset renewals.
e Provision of new infrastructure to accommodate a growing population.

® Upgrades to meet modern standards and evolving community needs.

Typically, councils aim to fund renewals equal to the annual depreciation amount. However,
due to the uneven timing of asset renewals, along with budget pressures and inflationary
factors, this approach is often insufficient to maintain infrastructure at a satisfactory standard.

Current estimates of infrastructure backlog indicate a history of underinvestment in asset
renewal, which has compounded over time and further exacerbated funding challenges.
Addressing this backlog will require targeted, sustained investment to bring infrastructure
management up to a level that meets both current and future community expectations.

Council’s financial statements as at 30 June 2024, provide the following assessment of
infrastructure managed by Council.

This assessment is aligned with the accumulated consumption of assets, represented by
accumulated depreciation, which totals $571.6 million.

A‘satisfactory’ level of service refers to infrastructure that continues to function but requires
maintenance to sustain its operational capacity. If maintenance is insufficient, infrastructure
in this category will deteriorate further, leading to service disruptions and potential public
safety risks.
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Asset Class Gross Replacement Cost Percentage assessed as Total cost to bringto  Percentage assessed as being Total cost to bring to

$,000 being less than‘Good’ ‘Good’standard $,000 less than‘Satisfactory’  ‘Satisfactory’standard $,000
Buildings $347,015 62.32% $216,270 19.99% $69,378
Other structures $1,146 Nil SNil Nil SNil
Roads $449,887 29.21% $131,416 5.80% $26,107
Footpaths $155,039 28.50% $44,183 5.94% $9,204
Stormwater drainage $270,451 13.00% $35,000 11.14% $30,140
Open space and recreational assets $47,756 26.05% $12,443 2.02% $964
Other infrastructure assets $303,917 39.87% $121,161 3.62% $11,001
Total $1,575,211 $560,473 $146,795

A‘good’ level of service is defined as infrastructure that operates effectively with only minor
maintenance required.

62.32% of building assets are currently below a good level of service, which has led to a range of
service delivery issues, including:

® Low utilisation rates.
e Periods of closure for reactive maintenance.
¢ Increased frequency and cost of ongoing reactive maintenance.

® Public safety risks.

In addition to these infrastructure challenges, the increased capital expenditure associated with
the North Sydney Olympic Pool project will have long-term implications for future operational
and renewal costs, including an additional $2.3 million in annual depreciation.

Given the current financial position, the Council does not have sufficient funds to adequately
maintain its infrastructure, which further compounds the challenges in addressing the renewal
backlog and maintaining service standards.

Receivables

As of 30 June 2024, the Council’s outstanding rates and annual charges ratio was 3.74%, which
is within the industry benchmark of less than 5.00%. This indicates a healthy level of receivables
management.

Council Meeting 10 February 2025 Agenda

Investment properties

As of 30 June 2024, Council’s investment properties were valued at $53.7 million. Like the
Council’'s operational and community buildings, these properties are in need of renewal. In
addition to current low rental market conditions, the physical condition of the buildings further
hinders the Council’s ability to attract tenants.

While Council may consider selling some of these investment properties as part of a broader
financial strategy, many of the commercial assets hold long-term strategic value. Selling them
to address short-term liquidity needs could significantly limit future opportunities to shape the
local area, especially in response to the region’s growing population. Moreover, asset sales
would not resolve the underlying long-term revenue shortfalls faced by the Council.

Payables

As at 30 June 2024, Council recorded total payables of $32.833 million. Historically, the
majority of this liability is short-term and funded through working capital. This excludes
security bonds, deposits, and retentions, of which the majority are not anticipated to be
settled within the next twelve months. As at 30 June 2024, an internally restricted reserve of
$14.657 million was created for this liability.

As at 30 June 2025, this reserve is forecast to reduce to $8.1 million. This is a short-term
measure only and unsustainable moving forward.
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Employee benefit provisions

As at 30 June 2024, Council’s employee leave and gratuities liability totalled $14.254 million. Historically, Council has held 50%
of this liability in an internally restricted reserve to ensure liquidity.

Loan Borrowings
As at 30 June 2025, Council is forecast to have $60.384m in loans outstanding, as follows:

Loan Purpose Lender Original loan value Balance as at Annual repayment
30 June 2025 including interest
2025/26
North Sydney Olympic Pool TCorp $31 million $27.836 million $2.31 million
North Sydney Olympic Pool TCorp $20 million $19.228 million $2.56 million
Alexander Street carpark and on-street CBA $9.5 million $3.513 million $1.15 million
car parking management system
New Loan projected for last quarter of Not available $10 million $9.807 million $1.29 million
financial year 2024/25
Total $70.5 million $60.384 million $7.31 million

After consultation, an additional $10 million loan is recommended to be taken out in the financial year 2024/25.
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A strong and sustainable financial future -
How will we get there?

CLEAR STRATEGIC DIRECTION

The Integrated Planning and Reporting Framework,

mandated by the Local Government Act

1993, outlines the minimum standards for strategic planning across NSW local governments.

Figure 2. Integrated Planning Framework
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Long-Term Financial Plan: Ensuring a sustainable future for North
Sydney

The Long-Term Financial Plan is a key strategic tool designed to ensure the Council can
sustainably fund the services, infrastructure, and initiatives required by the community. It aims
to align financial resources with the needs and priorities of the community, ensuring that we
can continue to deliver high-quality services while addressing both current and future
challenges.

Community Engagement: Shaping our future

Understanding the community’s needs and aspirations is critical when developing financial
strategies. In May and June 2024, the Council launched an extensive community engagement
initiative, ‘The Next Ten Years'. This initiative included discussion papers, expert panels, workshops
and information sessions. Over 1,000 surveys were completed, alongside significant feedback
from in-person engagements.

In parallel, independent consultants conducted research into key areas of the Council’s
operations and areas of influence. These included open space and recreation, culture and
creativity, social inclusion, integrated transport, and economic development. This research
provided valuable insights that helped shape the priorities for North Sydney’s future.

Balancing priorities and financial sustainability

The Council faces a significant challenge: balancing the need to address infrastructure shortfalls
from the past with the demand for new services and infrastructure as the Local Government
Area (LGA) evolves. The community’s willingness to invest in these changes - through
additional funding or by adjusting existing services — will be key to achieving this balance.

To respond to these challenges, the Council has developed a series of ten-year strategies,
informed by community feedback and research, to guide decision-making and resource
allocation. These strategies outline the key areas where the Council will focus its efforts in the
coming decade.
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Key Informing Strategies
The Informing Strategies focus on the following priority areas:

® Governance ® QOpen Space and Recreation

® Economic Development ® Culture and Creativity

® |ntegrated Transport ® Social Inclusion

® Environment ® Housing

These strategies are designed to address both current and future needs, ensuring that the
Council is well-positioned to support growth and development while maintaining the quality
of life for residents.

A comprehensive review of the funding requirements for these strategies has identified
potential sources of revenue, including developer contributions and grants. However, additional
revenue through local rates will be required to fully fund these initiatives. For the purposes of
this Long-Term Financial Plan, only the costs requiring rating revenue have been included.

Financial options and strategic priorities

The Long-Term Financial Plan outlines several options for how these strategies can be funded,
with varying levels of investment. The strategic priorities are included in Options 2a, 2b, and 3
of this plan.These options provide different approaches to funding the strategies, with Option 3
representing the most ambitious level of investment.

If Option 1 is selected, the progress towards the outcomes outlined in the Informing Strategies
will be more limited. In this case, the Council will focus primarily on like-for-like renewal projects
and those that are externally funded.

IMPROVED GOVERNANCE AND ADMINISTRATION

In October 2022, following a request for a significant contract variation, Mayor Zoé Baker called
for an independent review of the North Sydney Olympic Pool project. The review highlighted
several critical issues in the initial planning and decision-making processes, which contributed
to significant project risks and cost overruns.

1. The original business case and project budget lacked comprehensive financial and non-
financial data, leading to an underestimation of costs and scope.

2. Thegrowth in project scope from Option 2 to Option 2b was driven by Councillors’desire
for a superior facility which did not fully align with feedback from community consultation.

3. Thedecision to remove experienced external project managers after the concept design
phase weakened oversight and control.

4. The governance framework was insufficient, particularly regarding the composition of
steering committees and overall oversight.

LONG-TERM FINANCIAL PLAN
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5. Risk management practices were not robust enough to support decision-making for a
project of this complexity and scale.

6. Latent site conditions were identified late in the process, resulting in additional work,
expanded scope, and increased costs.

7. The Council did not establish a comprehensive contracting strategy, opting instead to
enter into two separate contracts for design and construction. This approach significantly
increased the project’s risk.

8. The construction contract was expedited and signed before design documentation was
complete and while site investigations were still ongoing, further compounding risks.

Itis evident that the initial project budget for the North Sydney Olympic Pool was significantly
underfunded. While the project’s scope expanded, critical decisions made throughout the
process, such as premature contracting and insufficient risk management, have resulted in
substantial financial risks being realised.

In response to the review, the Council has made several key changes to improve project
management, including the engagement of external project managers, quantity surveyors,
and programmers. These specialists have helped improve control over variations and time
extensions. However, despite these improvements, many risks remain unmitigated, leading to
ongoing project disputes and legal action. Nevertheless, all parties are working
collaboratively to deliver the project.

The North Sydney Olympic Pool project underscores the financial risks associated with lacking
governance and administrative frameworks. Often, Council’s prioritise funding for visible
infrastructure projects, but failure to invest in strong governance can lead to significant long-
term financial implications.

Following the appointment of the new CEO in November 2022, the Council initiated an
organisational review to identify key limitations and structural issues within its governance
and operations. The review, which has been ongoing through 2023 and 2024, has resulted in
significant changes to the organisational structure. New development and performance
frameworks are being implemented across the workforce to improve efficiency and
accountability.

However, the primary challenge facing the workforce remains the lack of integrated processes
and systems. These deficiencies lead to reduced efficiency, poor data quality, and reliance on
manual interventions, all of which contribute to financial risk.

This Long-Term Financial Plan prioritises improvements in governance and administration
across all options, recognising that a strong, integrated framework is essential to reducing
financial risks and ensuring the successful prioritisation and delivery of future projects,
services and initiatives.

Page 213 of 817



STRUCTURAL CHANGE TO REVENUE POLICY

Historically low rates, coupled with declines in other revenue sources, highlight the need for
structural changes to the Council’s Revenue Policy. Relying on high levels of user charges,
fees, and otherincome is no longer a sustainable strategy, as these sources have proven to be
volatile and unpredictable.

The fluctuations in revenue over the past four years, combined with future forecasts,
underscore the necessity of adjusting the rating levels. Without a significant correction to
rating levels, the Council will face challenges in achieving long-term financial stability and
sustainability.

This Long-Term Financial Plan presents four options for rating increases aimed at improving
the Council’s financial position. While each option illustrates the extent of the necessary
correction, comparisons with other councils highlight that the proposed increases are still
based on a relatively low starting point. In accordance with the requirements of special rate
variation applications, a capacity to pay analysis has been undertaken in developing these
options. In addition to reviewing the level of rating income required, a review of the
distribution of rates has also been undertaken and recommends an increase in the minimum
rate.

In addition to ordinary rates, Council levies two special levies for environmental and
infrastructure purposes. Council calculates these levies using a base rate method of
calculation rather than the minimum system used for ordinary rates. In all options presented
in this Long-Term Financial Plan, Council proposes that these levies be rolled into the ordinary
rate to increase efficiencies in relation to rates administration.

The 2024/25 average residential rate for North Sydney is $1,040. This includes ordinary rates
and special rates levied for environmental and infrastructure purposes.

Increases to rating revenue proposed within this plan

The following increases to Council’s total permissible rating income are included within the
options contained in this plan.

2025/26 2026/27 2027/28
Option 1 50% 5% 5%
Option 2a - revised 45% 29% Rate peg
Option 2b 75% Rate peg Rate peg
Option 3 60% 20% 10%
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Council’s 2024/25 average residential rate is $1,040 [1]. Based upon the proposed increases,
combined with an adjustment to the minimum rate from $715 to $1,200 the average
residential rate is estimated as follows:

2025/26 2026/27 2027/28

Option 1 $1,511 $1,586 $1,665
Option 2a-revised $1,460 $1,884 | $1,940 (assuming 3%
rate peg)

Option 2b $1,762 | $1,815 (assuming 3% | $1,870 (assuming 3%
rate peg) rate peg)

Option 3 $1,611 $1,933 $2,127
Rate peg (base case) $1,048 [2] $1,080 $1,112

Council’s 2024/25 average business rate is $6,724 [3]. Based upon the proposed increases,
combined with an adjustment to the minimum rate from $715 to $1,400, the average
business rate is estimated as follows:

2025/26 2026/27 2027/28

Option 1 $10,601 $11,131 $11,687
Option 2a-revised $10,247 $13,219 $13,616 (assuming
3% rate peg)

Option 2b $12,367 $12,739 (assuming $13,121 (assuming
3% rate peg) 3% rate peg)

Option 3 $11,307 $13,569 $14,926
Rate peg (base case) $7,396[4] $7,618 $7,847

[1] Average Residential Rate for 2024-25 includes infrastructure and environmental levies, current
average residential ordinary rates (excluding levies) are $915.

[2] The Average Residential Rate for 2025/26 reflects Council’s intention to remove the levies and raise
total permissible rates entirely through ordinary rates. This will re-distribute the revenue collected
by total levies (approximately 90% of levies are currently paid by residential rate payers) across the
ordinary rate category split of 60%/40% Residential/Business respectively.

[3] Average Business Rate for 2024/25 includes the infrastructure, environmental and main street levies,
current average business ordinary rates (excluding levies) are $6,455.

[4] The Average Business Rate for 2025/26 reflects Council’s intention to remove the levies and raise
total permissible rates entirely through ordinary rates. This will redistribute the revenue collected by
levies (approximately 10% of total levies are currently paid by businessl rate payers) across the
ordinary rate category split of 60%/40% Residential/Business respectively.
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Review of rates distribution between residential and business
categories

A review has been conducted to evaluate the distribution of rates contributions between the
residential and business categories, based on the relative benefits of services and
infrastructure provided to each. The assessment concluded that the current split - 60%
residential and 40% business — remains appropriate.

Business rates comparison

Comparing average business rates across different Local Government Areas (LGAs) can be
challenging due to the varying characteristics of each area’s business environment and
industry.

Both Waverley Council and the City of Sydney apply a dual category system for business rates:
one for their Central Business Districts (CBD) and another for suburban centres. These rates are
as follows:

City of Sydney — CBD 0.00777792
City of Sydney - Ordinary business 0.003010200
Waverley - Bondi 0.00824189
Waverley — Ordinary business 0.00404844
North Sydney - Current 0.00437084

Council may consider introducing a sub-categorisation within its business rates, though it is
important to note that such a change would not affect the total revenue collected from
business rates. Instead, it would simply alter how the total levy is distributed among different
business categories.

However, given the current economic climate — particularly in the North Sydney CBD, which,
despite recent support from the new Metro, is still recovering from the impacts of the
pandemic, with commercial vacancy rates remaining higher than pre-pandemic levels - it is
not recommended to implement any sub-categorisation for the 2025/26 financial year.

Impact of special levies

Council has introduced an environment levy and an infrastructure levy to secure funding for
initiatives and projects in these areas. These levies have been introduced using a different
rating methodology to the‘minimum rates'methodology used for ordinary rates. A‘base rate’
methodology has been used, which has resulted in residential ratepayers paying 90% of these
special levies, despite benefits assessments suggesting a 60%/40% split is appropriate.
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In addition, Council has two small levies for the purposes of streetscape upgrades which are
charged to ratepayers in two local centres. The size of these levies does not warrant the cost of
separate administration, with the income and expenditure being immaterial as compared to
Council’s broader budget and responsibilities.

Council’s Informing Strategies aim to prioritise funding for all services, infrastructure and
initiatives within the Local Government Area. Prioritising funding through Council’s
overarching strategic framework will ensure funding priorities are made in line with
community expectations.

As part of the structural change proposal for rating, it is proposed that all levies be removed,
with the total permissible income currently raised through levies rolled into ordinary rates
and levied based upon the‘minimum rates’methodology, ensuring a 60%/40% contribution
split between residential and business.

In removing the levies, Council commits to improving financial reporting to ensure the
community is clear on where funds are being spent.

Limitations on Council’s revenue generation and the role of new
housing

Councils are restricted in their ability to generate additional income due to rate caps imposed
by the State Government. While individual land values may increase periodically, as
determined by the Valuer General, the total revenue generated by Council remains largely
fixed. Instead, any increases in land values result in a redistribution of revenue, rather than a
netincrease.

An exception to this limitation is new housing development.

When new housing is built, it increases Council’s revenue based on the difference between
the pre-development rating assessment and the new, higher rating assessment. For example,
if a property originally contained an apartment block with 20 units, Council would receive
$14,300 in rating revenue ($715 x 20 units). If the site were redeveloped into an apartment
block with 200 units, Council would then receive $143,000 in rating revenue — an increase of
$128,700.

Impact of the minimum rates structure

Council’s current rating structure for ordinary rates is based on a minimum rate, with each
property paying a minimum of $715. Of the 36,871 residential assessments, 77.26% of
ratepayers currently pay the minimum rate. This is largely due to the high density within the
Local Government Area and the practice of levying rates on unimproved land values.
However, maintaining low minimum rates limits Council’s ability to generate sufficient
revenue to meet the demands of a growing population.
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Potential impact of increased minimum rates

New housing within North Sydney Local Government area is expected to come from new
apartments. As rates are calculated based upon unimproved land value, it is expected that all
future housing will be subject to minimum rates. Council’s current minimum rate is low at
$715. An additional 3,000 homes over 10 years, would generate an additional $2.9m in new
revenue per annum by Year 10.

Council’s Long-Term Financial Plan has been modelled based upon the minimum rate
increasing to $1,200, with an additional 3,000 homes expected to generate $5.8m in new
revenue per annum by Year 10.

The difference in annual income generated by new ratepayers based on a comparison
between the current minimum rate of $715 and the recommended increases within revised
option 2a would be $2.9m. Raising the minimum rate would help alleviate the financial
burden on existing ratepayers by generating additional revenue to support the growing
infrastructure and services required for the expanding population.
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Financial planning assumptions

Cash and investments

Given that the projected level of unrestricted cash and investments for Council as of 1 July
2025 was critically low, in this long-term financial plan the Council has projected a new $10m
loan to be taken in the last quarter of the financial year 2024/25. The immediate priority across
all options proposed in this plan is to repay internal borrowings. Following the repayment of
these borrowings, the focus will shift towards rebuilding unrestricted cash reserves to ensure
Council has the financial resilience needed to withstand future financial shocks, unforeseen
events, and realised financial risks.

Receivables

North Sydney Council has consistently maintained low levels of outstanding rates and annual
charges compared to industry benchmarks. These low levels contribute positively to Council’s
liquidity position, and it is assumed that this trend will continue throughout the planning period.

Infrastructure, property, plant and equipment

Council is the custodian of infrastructure, property, plant and equipment valued at $2.18 billion.
The financial management of these assets is guided by Council’s Asset Management Plans,
which make assessments in relation to asset valuations, condition and renewal timeframes.

Provisions

Council has made provisions for the payment of employee leave entitlements, primarily
annual leave and long service leave. The balance of these provisions is influenced by Council’s
Annual and Long Service Leave Management Policy, retirements, and staff leave plans. When
determining the value of these provisions, factors such as wage and salary increases, cash rate
forecasts, and discounting rates are carefully considered.

Borrowings

As of 30 June 2025, Council’s projected external borrowings total $60.4 million. This includes a
$10 million borrowing projected to be taken in the last quarter of the 2024/25 financial year.
This plan assumes repayment of these borrowings in accordance with the agreed terms,
which will reduce the debt by 77% over a 10-year period, and allow capacity for strategic
borrowings in the future. The plan also assumes no further borrowings will be taken on
during this ten-year period.
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Any borrowing would adhere to the guidelines set forth in the Borrowing Order under section
624 of the Local Government Act 1993, with security for these loans being secured against
Council's rating income, as required under section 229 of the Local Government (General)
Regulation.

Revenue and Expenses

When preparing the budget, Council carefully considers a range of economic factors that
influence its financial position. Financial planning assumptions are critical to effectively
managing finances and allocating resources to meet the needs of the community. Councils
must make informed assumptions regarding factors such as population growth, revenue
sources, inflation, and broader economic trends in order to develop a sound financial plan.
These assumptions guide Council in key areas, including resource allocation, long-term
financial sustainability, infrastructure planning, revenue forecasting, debt management, risk
management, and performance monitoring.

Based on a range of information sources, the following assumptions have been made in the
development of the Long-Term Financial Plan (LTFP) and its balanced budget:

e Population Growth: Expected growth trends that will influence demand for services,
infrastructure, and resources.

e Revenue Sources: Projections for rates, grants, and other revenue streams based on
economic conditions and Council’s revenue-generating capacity.

¢ Inflation: Assumptions regarding inflation rates and their impact on costs, particularly in
relation to wages, materials, and capital projects.

® EconomicTrends: Broader national and regional economic conditions that may affect
Council’s financial performance and planning.

These assumptions will assist Council in achieving long-term financial sustainability while
effectively managing the needs of the community and ensuring a balanced budget.

The plan does not include provision for the introduction of Food Organics collection by 2030.
Domestic waste collection is funded through domestic waste charges and not general rates.
Council is currently reviewing long term plans for domestic waste services. Due to the
uncertainty of market conditions and costs associated with this new service, financial impacts
will be considered in future reviews of this long-term financial plan. No adjustment has been
made to income and expenditure in this plan.
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Scenario 1 Financial Assumptions

Table 5. Scenario 1 Financial Assumptions
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
Rate pegging limit (excl SRV) 4.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Annual charges 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
User charges and fees 4.00% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Investment return rates 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00% 4.00%
Other revenues 4.00% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Employee Costs — Award 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50% 3.50%
Employee Costs - Step increases 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75%
Materials and contracts 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Other expenses 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Depreciation 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
Depreciation increase due to NSOP $2,300
Superannuation (as % of salaries and wages) 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00% 12.00%
NSOP - Additional user charges and fees $6,239 $883 $851 4% 4% 4% 4% 4% 4% 4%
($,000, then % increase)
NSOP - Employee Costs (5,000, then % increase) $3,001 4.25% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25% 4.25%
NSOP — Materials and contracts ($,000, then % $981.75 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00% 3.00%
increase)
Governance improvements ($,000) $635.00 $2,680.00 $3,385.00 $3,265.00 $2,525.00 $1,595.00 $1,575.00 $1,515.00 $1,575.00 $1,515.00
Housing Growth (new dwellings) 300 300 300 300 300 300 300 300 300 300
Principal loan repayments $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879
Interest loan repayments $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
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Scenario 2 Financial Assumptions

Scenario 2 Financial Assumption include all of Scenario 1 assumptions, plus the following new and expanded services and infrastructure.

Table 6. Expanded operational services and initiatives budgets (not inflated)

Year 1

2025/26
$,000

Year 2
2026/27
$,000

Year 3
2027/28
$,000

Year 4
2028/29
$,000

Year 5
2029/30
$,000

Year 6
2030/31
$,000

Year7
2031/32
$,000

Year 8
2032/33
$,000

Attachment 10.3.3

Year 9
2033/34
$,000

Year 10
2034/35
$,000

Environment initiatives 90 377 152 97 57 63 43 63 43 55
Integrated transport initiatives 683 912 412 412 412 452 412 412 412 412
Economic development initiatives 630 530 810 590 590 590 590 590 590 590
Culture and creativity initiatives 415 905 1,135 1,235 1,455 1,205 1,205 1,205 1,205 1,205
Social inclusion initiatives 885 1,335 750 1,050 1,800 1,200 950 1,050 950 950
Open space and recreation initiatives 460 570 570 320 320 320 320 320 320 320
Housing initiatives 290 150 0 0 0 0 0 0 0 0
TOTAL 3,453 4,779 3,829 3,704 4,634 3,830 3,520 3,640 3,520 3,532

Table 7. New and upgraded infrastructure budgets (not inflated)

Year 1

2025/26
$,000

Year 2
2026/27
$,000

Year 3
2027/28
$,000

Year 4
2028/29
$,000

Year 5
2029/30
$,000

Year 6
2030/31
$,000

Year7
2031/32
$,000

Year 8
2032/33
$,000

Year 9
2033/34
$,000

Year 10
2034/35
$,000

Environment initiatives 272 397 304 258 2,309 705 639 293 120 80
Integrated transport initiatives 300 1,013 1,275 1,288 1,302 1,316 1,330 1,344 1,359 1,418
Economic development initiatives 2,600 2,785 385 1,582 1,582 285 1,482 1,482 185 1,482
Culture and creativity initiatives 200 380 80 710 100 400 100 400 100 400
Social inclusion initiatives 600 500 1,500 6,000 4,500 - - - - -
Open space and recreation initiatives 3,435 3,369 12,723 3,804 6,287 5,681 592 792 392 482
TOTAL 7,407 8,444 16,267 13,643 16,080 8,387 4,143 4,311 2,156 3,863
Total Governance 300 300 300 0 0 0 0 0 0 0
TOTAL STRATEGIES 7,707 8,744 16,567 13,643 16,080 8,387 4,143 4,311 2,156 3,863
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Table 8. Scenario 3 Financial Assumptions (inflated)

Scenario 3 Financial Assumption include all of Scenario 1 and 2 assumptions, plus the following additional funding to improve the standard of building assets to a‘good’condition. These renewals
will be prioritised based upon Council’s Asset Management Plans.

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
$,000 $,000 $,000 $,000 $,000 $,000 $,000 $,000 $,000 $,000

Building renewals 0 0 0 15,500 15,965 16,444 16,937 17,445 17,969 18,508

Efficiency gains

The plan assumes no additional corporate administration costs associated with increased services (including North Sydney Olympic Pool) and increased capital works programs.The plan assumes
efficiency gains will be achieved through improved governance and administration measures to absorb these costs. These efficiencies are estimated at between $2 million and $3 million per
annum.The plan also incorporates actions within the Council’s Organisational Improvement Plan.
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Financial future -

Securing a strong financial future

Council has undertaken a process of financial modelling to explore structural change in revenue to improve the financial strength and sustainability of Council. These models also aim to address
current inefficiencies in administration and operations.

OPTION 1

This option is focused on financial repair only and does not provide financial resources for the future-focused projects, planning and initiatives outlined in Council’s Ten-year Informing Strategies,
with the exception of governance improvements. This option includes:

Rates revenue is increased by 50% in the first year, 5% in the second year and 5% in the third year (inclusive of rate peg).

From Year 4, rate revenue is increased in line with rate peg.

‘Minimum Residential Rates’ are increased to $1,200 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.
‘Minimum Business Rates’ are increased to $1,400 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.
Internal borrowings are repaid.

Additional borrowings of $10 million are secured in the 2024/25 financial year.

80% infrastructure renewal rate and critical backlog in years 1 and 2.

100% infrastructure renewal from Years 3 to 10, to bring infrastructure to a‘satisfactory’ condition over a ten-year period.

Required improvements to governance and administration are included.

No allowance has been made for costs associated with new/expanded services, initiatives and projects outlined in the Informing Strategies.

Under this option, the average ordinary rates would be as follows:

Financial Year Average residential rate Financial Year Average business rate

Year 1 $1,511 Year 1 $10,601

Year 2 $1,586 Year 2 $11,131

Year 3 $1,665 Year 3 $11,687
26 LONG-TERM FINANCIAL PLAN
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Table 9. Option 1: Financial Performance Indicators
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Indicator Benchmark 2025/26 2026/27 2027/28 2028/29 2029/30 2031/32 2032/33 2033/34 2034/35 2035/36
Operating performance ratio >0% 12.21% 12.87% 14.08% 14.37% 14.98% 15.71% 15.94% 16.19% 16.37% 16.59%
Own source operating revenueratio | >60% 93.31% 93.60% 93.87% 94.04% 94.20% 94.36% 94.52% 94.67% 94.82% 94.96%
Unrestricted current ratio — adjusted 1.62 2.16 2.29 2.48 2.70 2.98 3.27 3.60 414 4.94
Debt service current ratio >2 9.32 8.11 8.73 9.05 10.71 11.82 12.28 12.76 13.24 13.66
Cash expense cover ratio >3 months 8.04 10.27 12.27 13.09 14.11 15.20 16.27 17.34 18.37 19.58
Buildings and infrastructure >100% 82% 94% 148% 144% 144% 144% 144% 144% 144% 144%
renewal ratio

Infrastructure backlog ratio - <2% 8.89% 8.90% 8.17% 6.80% 6.14% 5.44% 4.72% 3.95% 2.87% 2.12%
condition 3

L’gﬁ:ﬁﬁt;re backlog ratio - <2% 34.01% 34.82% 34.62% 31.37% 31.25% 31.10% 30.92% 30.71% 27.73% 27.52%
Asset maintenance ratio >100% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Table 10. Option 1 - Income Statement
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2024/25 Budget 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)

Income from Continuing Operations
Rates $61,961 $93,331 $98,407 $103,757 $107,313 $110,989 $114,788 $118,716 $122,776 $126,972 $131,310
Annual Charges $18,016 $18,556 $19,113 $19,686 $20,277 $20,885 $21,512 $22,157 $22,822 $23,506 $24,211
User Charges & Fees $33,803 $41,394 $43,726 $46,108 $47,722 $49,392 $51,121 $52,910 $54,762 $56,679 $58,662
Other Revenue $10,292 $10,704 $11,078 $11,466 $11,867 $12,283 $12,713 $13,158 $13,618 $14,095 $14,588
gl:?;;ssi‘scont”b“ﬁ"ns provided for Operating $5,027 $5,102 $5,179 $5,257 $5,335 $5,416 $5,497 $5,579 $5,663 $5,748 $5,834
Grants & Contributions provided for Capital Purposes $11,378 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444
Interest & Investment Revenue $3,165 $4,216 $5,387 $6,250 $6,883 $7,599 $8,398 $9,259 $10,167 $11,120 $12,152
Other Income $5,887 $6,814 $7,053 $7,299 $7,555 $7,819 $8,093 $8,376 $8,669 $8,973 $9,287
Total Income from Continuing Operations $149,528 $187,561 $197,388 $207,268 $214,397 $221,827 $229,564 $237,599 $245,921 $254,537 $263,489

penses from Co g Operatio
Employee Benefits & On-Costs $54,406 $60,373 $62,939 $65,614 $68,402 $71,309 $74,340 $77,499 $80,793 $84,227 $87,806
Materials & Services $53,986 |  $57,221 $58937 |  $60,705 |  $62526 | $64,402 | $66,334 | $68324 | $70374 | $72485 |  $74,660
Materials & Services - Strategy $654 $2,843 $3,699 $3,675 $2,927 $1,905 $1,937 $1,919 $2,055 $2,036
Borrowing Costs $2,511 $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
Depreciation & Amortisation $28,795 $31,959 $32,918 $33,905 $34,922 $35,970 $37,049 $38,161 $39,305 $40,485 $41,699
Other Expenses $4,783 $4,926 $5,074 $5,227 $5,383 $5,545 $5,711 $5,882 $6,059 $6,241 $6,428
Net Losses from the Disposal of Assets $277 $277 $277 $277 $277 $277 $277 $277 $277 $277 $277
Total Expenses from Continuing Operations $144,758 $158,132 $165,488 $171,692 $177,222 $182,262 $187,228 $193,462 $199,867 $206,654 $213,573
Operating Result from Continuing Operations $4,771 $29,429 $31,899 $35,575 $37,175 $39,564 $42,336 $44,137 $46,053 $47,882 $49,916
2;;3&?:2:2:::: :::z:ecgg?;tlspau’:zoses ($6,607) |  $21,985 | $24455 | $28131| $29731| $32,120 | $34892 | $36693 | $38609 | $40,438 |  $42,472
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Table 11. Option 1 - Cashflow Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 PLELTEY | 2031/32 2032/33 2033/34 2034/35
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)

CASH FLOWS FROM INVESTING ACTIVITIES

Receipts

Rates 61,383 93,331 98,407 103,757 107,313 110,989 114,788 118,716 122,776 126,972 131,310
Annual Charges 18,016 18,556 19,113 19,686 20,277 20,885 21,512 22,157 22,822 23,506 24,211
User Charges & Fees 33,803 41,394 43,726 46,108 47,722 49,392 51,121 52,910 54,762 56,679 58,662
Investment & Interest Revenue Received 3,165 4,216 5,387 6,250 6,883 7,599 8,398 9,259 10,167 11,120 12,152
Grants & Contributions 12,471 12,546 12,623 12,701 12,779 12,860 12,941 13,023 13,107 13,192 13,278
Bonds & Deposits Received 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950
Other 16,179 17,518 18,131 18,765 19,422 20,102 20,806 21,534 22,287 23,067 23,875
Employee Benefits & On-Costs (54,406) (60,373) (62,939) (65,614) (68,402) (71,309) (74,340) (77,499) (80,793) (84,227) (87,806)
Materials & Contracts (53,986) (57,875) (61,780) (64,404) (66,201) (67,329) (68,239) (70,261) (72,293) (74,540) (76,696)
Borrowing Costs (2,511) (2,722) (2,500) (2,266) (2,036) (1,832) (1,612) (1,381) (1,140) (885) (667)
Bonds & Deposits Refunded (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950)
Other (4,783) (4,926) (5,074) (5,227) (5,383) (5,545) (5,711) (5,882) (6,059) (6,241) (6,428)
Net Cash provided (or used in) Operating Activities 29,331 61,665 65,094 69,758 72,374 75,811 79,662 82,575 85,636 88,644 91,892

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Sale of Investment Securities

Redemption of term deposits

Sale of Infrastructure, Property, Plant & Equipment

Purchase of Investment Securities

Purchase of Investment Property

Purchase of Infrastructure, Property, Plant & Equipment (92,444) (26,057) (30,919) (50,095) (50,372) (51,883) (53,440) (55,043) (56,694) (58,395) (60,147)

Contributions paid to joint ventures and associates - - - - - - - - - - -

Net Cash provided (or used in) Investing Activities (92,444) (26,057) (30,919) (50,095) (50,372) (51,883) (53,440) (55,043) (56,694) (58,395) (60,147)
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2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35

($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

e tomporowngrananavnes 0| |

Payments
Repayment of Borrowings and Advances (3,056) (4,580) (4,799) (5,029) (4,392) (4,310) (4,525) (4,752) (4,989) (5,239) (3,879)
Repayment of lease liabilities (principal repayments) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303)
e 26641 |  (4883)| (5102 | (5332 (4695 | (4613)| (4828)| (5055 | (5292 | (5542 | (4182
Net Increase/(Decrease) in Cash & Cash Equivalents (36,472) 30,725 29,073 14,331 17,307 19,315 21,394 22,477 23,649 24,706 27,563
plus: Cash & Cash Equivalents - beginning of year 22,849 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Cash & Cash Equivalents — end of the year 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Investments - end of the year 69,278 100,004 129,077 143,407 160,715 180,029 201,423 223,900 247,549 272,255 299,818

Cash, Cash Equivalents & Investments - end of the
year

Externally restricted funds 69,099 80,129 91,340 102,734 114,311 126,074 138,022 150,157 162,481 174,993 187,697

90,278 121,004 150,077 164,407 181,715 201,029 222,423 244,900 268,549 293,255 320,818

Cash, Cash Equivalents & Investments excluding

. 21,179 40,875 58,737 61,674 67,404 74,956 84,401 94,743 106,068 118,262 133,122
externally restricted funds
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Table 12. Option 1 - Balance Sheet

Attachment 10.3.3

2024/25 ($'000) - 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
FY2025 Approved ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Budget
Current Assets
Cash & Cash Equivalents $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000
Investments $69,278 $100,004 $129,077 $143,407 $160,715 $180,029 $201,423 $223,900 $247,549 $272,255 $299,818
Receivables $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547
Inventories $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60
Other $626 $626 $626 $626 $626 $626 $626 $626 $626 $626 $626
Total Current Assets $101,511 $132,237 $161,310 $175,640 $192,948 $212,262 $233,656 $256,133 $279,782 $304,488 $332,051
Non-Current Assets
Receivables $770 $770 $770 $770 $770 $770 $770 $770 $770 $770 $770
Infrastructure, Property, Plant & Equipment $1,752,868 | $1,746,689 | $1,744,413 | $1,760,326 | $1,951,532 | $1,967,168 | $1,983,282 | $1,999,888 | $2,017,000 | $2,236,333 | $2,254,504
Investment Property $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698
Right of Use Assets $1,258 $1,202 $1,146 $3,930 $3,874 $3,818 $3,762 $3,706 $3,650 $2,328 $3,739
Investments Accounted for Using the Equity Method $34 $34 $34 $34 $34 $34 $34 $34 $34 $34 $34
Total Non-Current Assets $1,808,628 | $1,802,393 | $1,800,061 | $1,818,758 | $2,009,908 | $2,025,488 | $2,041,546 | $2,058,096 | $2,075,152 | $2,293,163 | $2,312,745
TOTAL ASSETS $1,910,139 | $1,934,629 | $1,961,371 | $1,994,399 | $2,202,855 | $2,237,750 | $2,275,202 | $2,314,229 | $2,354,934 | $2,597,651 | $2,644,796
LIABILITIES
Current Liabilities
Payables $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832
Contract Liabilities $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099
Lease Liabilities $303 $303 $303 $303 $303 $303 $303 $303 $303 $303 $303
Borrowings $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879 $1,872
Employee Benefit Provisions $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100
Total Current Liabilities $54,914 $55,133 $55,363 $54,726 $54,644 $54,860 $55,086 $55,324 $55,573 $54,214 $52,207
Non-Current Liabilities
Lease Liabilities $750 $391 $32 $2,513 $2,154 $1,795 $1,436 $1,077 $718 $359 $0
Borrowings $55,805 $51,006 $45,978 $41,586 $37,276 $32,751 $27,999 $23,010 $17,771 $12,625 $12,220
Employee Benefit Provisions $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154
Total Non-Current Liabilities $57,709 $52,551 $47,164 $45,253 $40,584 $35,700 $30,589 $25,241 $19,643 $14,138 $13,374
TOTAL LIABILITIES $112,623 $107,685 $102,527 $99,979 $95,229 $90,560 $85,675 $80,565 $75,216 $68,351 $65,580
Net Assets $1,797,516 | $1,826,945 | $1,858,844 | $1,894,419 | $2,107,627 | $2,147,191 | $2,189,527 | $2,233,664 | $2,279,717 | $2,529,300 | $2,579,216
Q
Accumulated Surplus $981,087 | $1,010,515 | $1,042,415 | $1,077,990 | $1,115,165 | $1,154,729 | $1,197,065 | $1,241,202 | $1,287,256 | $1,335,138 | $1,385,054
IPPE Revaluation Reserve $816,429 $816,429 $816,429 $816,429 $992,462 $992,462 $992,462 $992,462 $992,462 | $1,194,162 | $1,194,162
Total Equity $1,797,516 | $1,826,945 | $1,858,844 | $1,894,419 | $2,107,627 | $2,147,191 | $2,189,527 | $2,233,664 | $2,279,717 | $2,529,299 | $2,579,216
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REVISED OPTION 2A (recommended option)

This option is future focused, and includes improvement of Council’s financial position, along with funding for planning and delivery of new and upgraded infrastructure and increases to
services and initiatives to achieve the desired outcomes within the Ten-year Informing Strategies, including governance improvements. This option includes:

® Rates revenue is increased by 45% in the first year, 29% in the second year and rate peg for future years.

® From year 3, rate revenue is increased in line with rate peg.

® ‘Minimum Residential Rates’ are increased to $1,200 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.
e ‘Minimum Business Rates’are increased to $1,400 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.

e |nitiatives outlined in the Informing Strategies are included.

® |nternal borrowings are repaid.

e Additional borrowings of $10 million are secured in the 2024/25 financial year.

® 80% infrastructure renewal rate and critical backlog in years 1 and 2.

® 100% Infrastructure renewal from Years 3 to 10, to bring infrastructure to a‘satisfactory’ condition over a ten-year period.

e |evel 3 infrastructure backlog (asset conditions 4 and 5) is reduced by $15m per year.

Under this option, the average ordinary rates would be as follows:

Financial Year Average residential rate Financial Year Average business rate

Year 1 $1,460 Year 1 $10,247
Year 2 $1,884 Year 2 $13,219
Year 3 $1,940 Year 3 $13,616

Table13. Option 2A: Financial Performance Indicators (45%, 29%)

Indicator Benchmark 2025/26 2026/27 2027/28 2028/29 2029/30 2031/32 2032/33 2033/34 2034/35 2035/36
Operating performance ratio >0% 8.27% 17.51% 17.82% 17.70% 17.29% 18.07% 18.36% 18.48% 18.72% 18.89%
Own source operating revenue ratio >60% 93.19% 94.14% 94.32% 94.47% 94.61% 94.76% 94.90% 95.05% 95.19% 95.32%
Unrestricted current ratio >1.5 1.14 1.77 1.65 1.65 1.53 1.76 2.18 261 3.32 4.20
Debt service current ratio >2 8.17 9.84 10.38 10.75 12.48 13.84 14.45 15.01 15.64 16.16
Cash expense cover ratio >3 months 7.84 8.71 10.97 11.19 11.70 12.07 13.10 14.46 15.78 17.42
Buildings and infrastructure renewal ratio | >100% 82% 94% 146% 142% 141% 140% 140% 140% 140% 139%
Infrastructure backlog ratio - condition3 | <2% 8.85% 8.82% 8.01% 6.61% 5.92% 5.22% 4.51% 3.78% 2.74% 2.02%
Infrastructure backlog ratio — condition2 | <2% 33.86% 34.48% 33.93% 30.52% 30.12% 29.84% 29.60% 29.34% 26.46% 26.21%
Asset maintenance ratio >100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
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Table 14. Option 2A - Income Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 PLELTEY | 2031/32 2032/33 2033/34 2034/35

Budget ($7000) ($7000) ($’000) ($7000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)

($7000)
Income from Continuing Operations
Rates $61,961 $90,203 $116,826 $120,809 $124,926 $129,182 $133,580 $138,126 $142,824 $147,680 $152,698
Annual Charges $18,016 $18,556 $19,113 $19,686 $20,277 $20,885 $21,512 $22,157 $22,822 $23,506 $24,211
User Charges & Fees $33,803 $41,394 $43,726 $46,108 $47,722 $49,392 $51,121 $52,910 $54,762 $56,679 $58,662
Other Revenue $10,292 $10,704 $11,078 $11,466 $11,867 $12,283 $12,713 $13,158 $13,618 $14,095 $14,588
g;?g;ssi‘sconmb“tions provided for Operating $5,027 $5,102 $5,179 $5,257 $5,335 $5,416 $5,497 $5,579 $5,663 $5,748 $5,834
g;?;gssi‘scont”b“tic’"s provided for Capital $11,378 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444
Interest & Investment Revenue $3,165 $3,912 $4,828 $5,583 $5,938 $6,302 $6,824 $7,707 $8,736 $9,866 $11,093
Other Income $5,887 $6,814 $7,053 $7,299 $7,555 $7,819 $8,093 $8,376 $8,669 $8,973 $9,287
Total Income from Continuing Operations $149,528 $184,129 $215,247 $223,652 $231,065 $238,722 $246,783 $255,456 $264,538 $273,990 $283,818

penses from Co g Operatio

Employee Benefits & On-Costs $54,406 $61,093 $63,877 $66,435 $69,259 $72,202 $75,271 $78,470 $81,805 $85,282 $88,906
Materials & Services $53,986 $57,221 $58,937 $60,705 $62,526 $64,402 $66,334 $68,324 $70,374 $72,485 $74,660
Materials & Services — Strategy $3,469 $6,959 $7,063 $7,000 $7,430 $5,582 $5,344 $5,580 $5,669 $5,775
Borrowing Costs $2,511 $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
Depreciation & Amortisation $28,795 $32,356 $33,790 $35,709 $37,548 $39,607 $41,296 $42,789 $44,346 $45,817 $47,451
Other Expenses $4,783 $4,926 $5,074 $5,227 $5,383 $5,545 $5,711 $5,882 $6,059 $6,241 $6,428
Net Losses from the Disposal of Assets $277 $277 $277 $277 $277 $277 $277 $277 $277 $277 $277
Total Expenses from Continuing Operations $144,758 $162,065 $171,415 $177,683 $184,029 $191,295 $196,084 $202,468 $209,581 $216,656 $224,164
Operating Result from Continuing Operations $4,771 $22,065 $43,832 $45,970 $47,036 $47,427 $50,699 $52,988 $54,957 $57,334 $59,654
E:Etorﬁz:z:g :f:;g : N zz:zgg?gﬁspau"r'; oses ($6,607) | $14,621 |  $36388 |  $38526 |  $39592 |  $39,983 |  $43255 | 45544 |  $47513 |  $49890 |  $52,210
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Table 15: Option 2A — Cashflow Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 PLERTEY 2034/35

($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Rates 61,383 90,741 116,826 120,809 124,926 129,182 133,580 138,126 142,824 147,680 152,698
Annual Charges 18,016 18,556 19,113 19,686 20,277 20,885 21,512 22,157 22,822 23,506 24,211
User Charges & Fees 33,803 41,394 43,726 46,108 47,722 49,392 51,121 52,910 54,762 56,679 58,662
Investment & Interest Revenue Received 3,165 3,912 4,828 5,583 5,938 6,302 6,824 7,707 8,736 9,866 11,093
Grants & Contributions 12,471 12,546 12,623 12,701 12,779 12,860 12,941 13,023 13,107 13,192 13,278
Bonds & Deposits Received 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950
Other 16,179 17,518 18,131 18,765 19,422 20,102 20,806 21,534 22,287 23,067 23,875
Employee Benefits & On-Costs (54,406) (61,093) (63,877) (66,435) (69,259) (72,202) (75,271) (78,470) (81,805) (85,282) (88,906)
Materials & Contracts (53,986) (60,690) (65,896) (67,769) (69,526) (71,832) (71,917) (73,668) (75,954) (78,155) (80,435)
Borrowing Costs (2,511) (2,722) (2,500) (2,266) (2,036) (1,832) (1,612) (1,381) (1,140) (885) (667)
Bonds & Deposits Refunded (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950)
Other (4,783) (4,926) (5,074) (5,227) (5,383) (5,545) (5,711) (5,882) (6,059) (6,241) (6,428)
Net Cash provided (or used in) Operating Activities 29,331 55,235 77,900 81,956 84,861 87,311 92,272 96,054 99,580 103,428 107,382

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Sale of Investment Securities

Redemption of Term Deposits

Sale of Infrastructure, Property, Plant & Equipment

Purchase of Investment Securities

Purchase of Investment Property

Purchase of Infrastructure, Property, Plant &

Equipment (92,444) (34,408) (41,055) (70,236) (68,577) (74,377) (67,874) (64,939) (67,382) (66,740) (71,311)

Contributions paid to joint ventures and associates - - - - - - - - - - -

Net Cash provided (or used in) Investing Activities (92,444) (34,408) (41,055) (70,236) (68,577) (74,377) (67,874) (64,939) (67,382) (66,740) (71,311)
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2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 PLEYIEX] PLEETER 2034/35

($’000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

e romgorowngsaRaanas | o ||

Payments
Repayment of Borrowings & Advances (3,056) (4,580) (4,799) (5,029) (4,392) (4,310) (4,525) (4,752) (4,989) (5,239) (3,879)
Repayment of lease liabilities (principal repayments) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303)
Efxiatis::'m" el AT 26,641 (4,883) (5,102) (5,332) (4,695) 4,613) (4,828) (5,055) (5,292) (5,542) (4,182)
Net Increase/(Decrease) in Cash & Cash Equivalents (36,472) 15,944 31,637 6,389 11,589 8,320 19,570 26,061 26,906 31,146 31,889
plus: Cash & Cash Equivalents - beginning of year 22,849 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Cash & Cash Equivalents - end of the year 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Investments - end of the year 69,278 85,222 116,965 123,354 134,943 143,263 162,833 188,893 215,799 246,945 278,834

Cash, Cash Equivalents & Investments - end of the

year 90,278 106,222 137,965 144,354 155,943 164,263 183,833 209,893 236,799 267,945 299,834

Externally restricted funds 69,099 80,129 91,340 102,734 114,311 126,074 138,022 150,157 162,481 174,993 187,697

Cash, Cash Equivalents & Investments excluding

. 21,179 26,094 46,625 41,620 41,632 38,189 45,811 59,736 74,318 92,951 112,137
externally restricted funds
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Table 16. Option 2A - Balance Sheet

Attachment 10.3.3

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
(5'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Current Assets
Cash & Cash Equivalents $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000
Investments $69,278 $85,222 $116,965 $123,354 $134,943 $143,263 $162,833 $188,893 $215,799 $246,945 $278,834
Receivables $10,547 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009
Inventories $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60
Other $626 $626 $626 $626 $626 $626 $626 $626 $626 $626 $626
Total Current Assets $101,511 $116,917 $148,660 $155,049 $166,638 $174,958 $194,528 $220,588 $247,494 $278,640 $310,529
Non-Current Assets
Receivables $770 $770 $770 $770 $770 $770 $770 $770 $770 $770 $770
Infrastructure, Property, Plant & Equipment $1,752,868 | $1,754,644 | $1,761,632 | $1,795,881 | $2,006,221 | $2,040,715 | $2,067,016 | $2,088,889 | $2,111,648 | $2,343,458 | $2,367,040
Investment Property $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698
Right of Use Assets $1,258 $1,202 $1,146 $3,930 $3,874 $3,818 $3,762 $3,706 $3,650 $2,328 $3,739
Investments Accounted for Using the Equity Method $34 $34 $34 $34 $34 $34 $34 $34 $34 $34 $34
Total Non-Current Assets $1,808,628 | $1,810,348 | $1,817,280 | $1,854,313 | $2,064,597 | $2,099,035 | $2,125,280 | $2,147,097 | $2,169,800 | $2,400,288 | $2,425,281
TOTAL ASSETS $1,910,139 | $1,927,265 | $1,965,940 | $2,009,362 | $2,231,235 | $2,273,993 | $2,319,808 | $2,367,685 | $2,417,294 | $2,678,927 | $2,735,810
LIABILITIES
Current Liabilities
Payables $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832
Contract Liabilities $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099
Lease Liabilities $303 $303 $303 $303 $303 $303 $303 $303 $303 $303 $303
Borrowings $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879 $1,872
Employee Benefit Provisions $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100
Total Current Liabilities $54,914 $55,133 $55,363 $54,726 $54,644 $54,860 $55,086 $55,324 $55,573 $54,214 $52,207
Non-Current Liabilities
Lease Liabilities $750 $391 $32 $2,513 $2,154 $1,795 $1,436 $1,077 $718 $359 $0
Borrowings $55,805 $51,006 $45,978 $41,586 $37,276 $32,751 $27,999 $23,010 $17,771 $12,625 $12,220
Employee Benefit Provisions $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154
Total Non-Current Liabilities $57,709 $52,551 $47,164 $45,253 $40,584 $35,700 $30,589 $25,241 $19,643 $14,138 $13,374
TOTAL LIABILITIES $112,623 $107,685 $102,527 $99,979 $95,229 $90,560 $85,675 $80,565 $75,216 $68,351 $65,580
Net Assets $1,797,516 | $1,819,580 | $1,863,413 | $1,909,382 | $2,136,006 | $2,183,433 | $2,234,132 | $2,287,121 | $2,342,078 | $2,610,576 | $2,670,230
Q

Accumulated Surplus $981,087 | $1,003,151 | $1,046983 | $1,092,953 | $1,139,989 | $1,187,416 | $1,238,115 | $1,291,103 | $1,346,060 | $1,403394 | $1,463,048
IPPE Revaluation Reserve $816,429 $816,429 $816,429 $816,429 $996,017 $996,017 $996,017 $996,017 $996,017 | $1,207,182 | $1,207,182
Total Equity $1,797,516 | $1,819,580 | $1,863,413 | $1,909,382 | $2,136,006 | $2,183,433 | $2,234,132 | $2,287,121 | $2,342,077 | $2,610,576 | $2,670,230
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OPTION 28

Attachment 10.3.3

This option is future focused, and includes improvement of Council’s financial position, along with funding for planning and delivery of new and upgraded infrastructure and increases to
services and initiatives to achieve the desired outcomes within the Ten-year Informing Strategies, including governance improvements. This option includes:

e Rates revenue is increased by 75% in the first year, with rate peg to applied in future years.

® From year 4, rate revenue is increased in line with rate peg.

e ‘Minimum Residential Rates’ are increased to $1,200 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.

e ‘Minimum Business Rates’are increased to $1,400 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.

e |nitiatives outlined in the Draft Informing Strategies are included.

e Internal borrowings are repaid.

e Additional borrowings of $10 million are secured in the 2024/25 financial year.

® 80% infrastructure renewal rate and critical backlog in years 1 and 2.

® 100% infrastructure renewal from Years 3 to 10, to bring infrastructure to a‘satisfactory’ condition over a ten-year period.

e |evel 3 infrastructure backlog is reduced by $15m per year (indexed) from years 3 to 10.

Under this option, the average ordinary rates would be as follows:

Financial Year Average residential rate

Financial Year Average business rate

Year 1 $1,762 Year 1 $12,367

Year 2 $1,815 Year 2 $12,739

Year 3 $1,870 Year 3 $13,121

Table 17. Option 2B: Performance indicators (75% upfront)
Indicator Benchmark 2025/26 2026/27 2027/28 2028/29 2029/30 2031/32 PLEYIEE] 2033/34 PLEZTER) 2035/36
Operating performance ratio >0% 17.11% 15.89% 16.03% 15.80% 15.25% 15.93% 16.12% 16.12% 16.25% 16.31%
Own source operating revenue ratio >60% 93.82% 94.02% 94.21% 94.35% 94.49% 94.63% 94.77% 94.91% 95.05% 95.18%
Unrestricted current ratio >1.5 1.73 223 1.97 1.82 1.52 1.56 1.78 1.99 242 2.95
Debt service current ratio >2 11.27 9.30 9.76 10.06 11.63 12.87 13.38 13.85 14.37 14.79
Cash expense cover ratio >3 months 7.84 10.25 12.13 11.97 12.08 12.04 12.63 13.55 14.42 15.58
Buildings and infrastructure renewal ratio | >100% 82% 94% 146% 142% 141% 140% 140% 140% 140% 139%
Infrastructure backlog ratio - condition 3 <2% 8.85% 8.82% 8.01% 6.61% 5.92% 5.22% 4.51% 3.78% 2.74% 2.02%
Infrastructure backlog ratio - condition 2 <2% 33.86% 34.48% 33.93% 30.52% 30.12% 29.84% 29.60% 29.34% 26.46% 26.21%
Asset maintenance ratio >100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
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Table 18. Option 2B - Income Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 PLELVTEY | 2031/32 2032/33 2033/34 2034/35

Budget ($’000) ($7000) ($7000) ($7000) (V)] ($7000) ($7000) ($7000) ($7000) ($7000)

($7000)
Income from Continuing Operations
Rates $61,961 $108,821 $112,488 $116,276 $120,190 $124,235 $128,414 $132,732 $137,194 $141,804 $146,567
Annual Charges $18,016 $18,556 $19,113 $19,686 $20,277 $20,885 $21,512 $22,157 $22,822 $23,506 $24,211
User Charges & Fees $33,803 $41,394 $43,726 $46,108 $47,722 $49,392 $51,121 $52,910 $54,762 $56,679 $58,662
Other Revenue $10,292 $10,704 $11,078 $11,466 $11,867 $12,283 $12,713 $13,158 $13,618 $14,095 $14,588
g;?g;ssi‘sconmb“tions provided for Operating $5,027 $5,102 $5,179 $5,257 $5,335 $5,416 $5,497 $5,579 $5,663 $5,748 $5,834
g;?ggssi‘sconmbmb"s provided for Capital $11,378 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444
Interest & Investment Revenue $3,165 $4,124 $5,166 $5,707 $5,799 $5,883 $6,112 $6,679 $7,368 $8,130 $8,961
Other Income $5,887 $6,814 $7,053 $7,299 $7,555 $7,819 $8,093 $8,376 $8,669 $8,973 $9,287
Total Income from Continuing Operations $149,528 $202,959 $211,246 $219,243 $226,190 $233,357 $240,905 $249,035 $257,540 $266,378 $275,554

penses from Co g Operatio

Employee Benefits & On-Costs $54,406 $61,093 $63,877 $66,435 $69,259 $72,202 $75,271 $78,470 $81,805 $85,282 $88,906
Materials & Services $53,986 $57,221 $58,937 $60,705 $62,526 $64,402 $66,334 $68,324 $70,374 $72,485 $74,660
Materials & Services — Strategy $3,469 $6,959 $7,063 $7,000 $7,430 $5,582 $5,344 $5,580 $5,669 $5,775
Borrowing Costs $2,511 $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
Depreciation & Amortisation $28,795 $32,356 $33,790 $35,709 $37,548 $39,607 $41,296 $42,789 $44,346 $45,817 $47,451
Other Expenses $4,783 $4,926 $5,074 $5,227 $5,383 $5,545 $5,711 $5,882 $6,059 $6,241 $6,428
Net Losses from the Disposal of Assets $277 $277 $277 $277 $277 $277 $277 $277 $277 $277 $277
Total Expenses from Continuing Operations $144,758 $162,065 $171,415 $177,683 $184,029 $191,295 $196,084 $202,468 $209,581 $216,656 $224,164
Operating Result from Continuing Operations $4,771 $40,895 $39,832 $41,561 $42,161 $42,062 $44,821 $46,567 $47,959 $49,722 $51,390
Elff,ﬁﬁﬁff.fl:f :f:;g : N zz:zgg?gﬁspau':‘; oses (56,607) | $33451 |  $32,388 |  $34117 |  $34717 | 34618 |  $37377 |  $39,123 |  $40515 |  $42278 |  $43,946
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Table 19. Option 2B - Cashflow Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 PLEYIEE] 2033/34 PLOEZTER)

($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Rates 61,383 109,359 112,488 116,276 120,190 124,235 128,414 132,732 137,194 141,804 146,567
Annual Charges 18,016 18,556 19,113 19,686 20,277 20,885 21,512 22,157 22,822 23,506 24,211
User Charges & Fees 33,803 41,394 43,726 46,108 47,722 49,392 51,121 52,910 54,762 56,679 58,662
Investment & Interest Revenue Received 3,165 4,124 5,166 5,707 5,799 5,883 6,112 6,679 7,368 8,130 8,961
Grants & Contributions 12,471 12,546 12,623 12,701 12,779 12,860 12,941 13,023 13,107 13,192 13,278
Bonds & Deposits Received 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950
Other 16,179 17,518 18,131 18,765 19,422 20,102 20,806 21,534 22,287 23,067 23,875
Employee Benefits & On-Costs (54,406) (61,093) (63,877) (66,435) (69,259) (72,202) (75,271) (78,470) (81,805) (85,282) (88,906)
Materials & Contracts (53,986) (60,690) (65,896) (67,769) (69,526) (71,832) (71,917) (73,668) (75,954) (78,155) (80,435)
Borrowing Costs (2,511) (2,722) (2,500) (2,266) (2,036) (1,832) (1,612) (1,381) (1,140) (885) (667)
Bonds & Deposits Refunded (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950)
Other (4,783) (4,926) (5,074) (5,227) (5,383) (5,545) (5,711) (5,882) (6,059) (6,241) (6,428)
Net Cash provided (or used in) Operating Activities 29,331 74,066 73,899 77,547 79,986 81,946 86,394 89,633 92,582 95,816 99,118

CASH FLOWS FROM INVESTING ACTIVITIES
Receipts

Sale of Investment Securities

Redemption of term deposits

Sale of Infrastructure, Property, Plant & Equipment

Purchase of Investment Securities

Purchase of Investment Property

Purchase of Infrastructure, Property, Plant &

Equipment (92,444) (34,408) (41,055) (70,236) (68,577) (74,377) (67,874) (64,939) (67,382) (66,740) (71,311)

Contributions paid to joint ventures and associates - - - - - - - - - - _

Net Cash provided (or used in) Investing Activities (92,444) (34,408) (41,055) (70,236) (68,577) (74,377) (67,874) (64,939) (67,382) (66,740) (71,311)
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2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 PLEYIEE] PLEETER PUEZTER)

($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
CASH FLOWS FROM FINANCING ACTIVITIES
Receipts

poceestomporowngraagvnees | o |||

Payments
Repayment of Borrowings & Advances (3,056) (4,580) (4,799) (5,029) (4,392) (4,310) (4,525) (4,752) (4,989) (5,239) (3,879)
Repayment of lease liabilities (principal repayments) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303)
Es:i‘fiat:::bw e e i AT ey 26,641 (4,883) (5,102) (5,332) (4,695) 4,613) (4,828) (5,055) (5,292) (5,542) (4,182)
Net Increase/(Decrease) in Cash & Cash Equivalents (36,472) 34,775 27,742 1,980 6,714 2,955 13,691 19,640 19,907 23,534 23,626
plus: Cash & Cash Equivalents - beginning of year 22,849 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Cash & Cash Equivalents - end of the year 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Investments - end of the year 69,278 104,053 131,795 133,774 140,488 143,444 157,135 176,775 196,682 220,217 243,842

Cash, Cash Equivalents & Investments —

90,278 125,053 152,795 154,774 161,488 164,444 178,135 197,775 217,682 241,217 264,842
end of the year

Externally restricted funds 69,099 80,129 91,340 102,734 114,311 126,074 138,022 150,157 162,481 174,993 187,697

Cash Equivalents & Investments excluding

n 21,179 44,924 61,455 52,041 47,177 38,370 40,113 47,618 55,202 66,223 77,146
externally restricted funds
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Table 20. Option 2B - Balance Sheet

Attachment 10.3.3

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 PLEVEY 2031/32 2032/33 2033/34 2034/35
($’000) ($’000) ($’000) ($’000) ($’000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Current Assets
Cash & Cash Equivalents $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000
Investments $69,278 $104,053 $131,795 $133,774 $140,488 $143,444 $157,135 $176,775 $196,682 $220,217 $243,842
Receivables $10,547 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009 $10,009
Inventories $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60
Other $626 $626 $626 $626 $626 $626 $626 $626 $626 $626 $626
Total Current Assets $101,511 $135,748 $163,490 $165,469 $172,183 $175,139 $188,830 $208,470 $228,377 $251,912 $275,537
Receivables $770 $770 $770 $770 $770 $770 $770 $770 $770 $770 $770
Infrastructure, Property, Plant & Equipment $1,752,868 | $1,754,644 | $1,761,632 | $1,795,881 $2,006,221 $2,040,715 | $2,067,016 | $2,088,889 | $2,111,648 | $2,343,458 | $2,367,040
Investment Property $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698
Right of Use Assets $1,258 $1,202 $1,146 $3,930 $3,874 $3,818 $3,762 $3,706 $3,650 $2,328 $3,739
Investments Accounted for Using the Equity Method $34 $34 $34 $34 $34 $34 $34 $34 $34 $34 $34
Total Non-Current Assets $1,808,628 | $1,810,348 | $1,817,280 | $1,854,313 | $2,064,597 | $2,099,035 | $2,125,280 | $2,147,097 | $2,169,800 | $2,400,288 | $2,425,281
TOTAL ASSETS $1,910,139 | $1,946,095 | $1,980,769 | $2,019,783 | $2,236,781 | $2,274,174 | $2,314,110 | $2,355,567 | $2,398,178 | $2,652,199 | $2,700,818
LIABILITIES
Current Liabilities
Payables $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832
Contract Liabilities $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099
Lease Liabilities $303 $303 $303 $303 $303 $303 $303 $303 $303 $303 $303
Borrowings $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879 $1,872
Employee Benefit Provisions $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100
Total Current Liabilities $54,914 $55,133 $55,363 $54,726 $54,644 $54,860 $55,086 $55,324 $55,573 $54,214 $52,207
Non-Current Liabilities
Lease Liabilities $750 $391 $32 $2,513 $2,154 $1,795 $1,436 $1,077 $718 $359 $0
Borrowings $55,805 $51,006 $45,978 $41,586 $37,276 $32,751 $27,999 $23,010 $17,771 $12,625 $12,220
Employee Benefit Provisions $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154
Total Non-Current Liabilities $57,709 $52,551 $47,164 $45,253 $40,584 $35,700 $30,589 $25,241 $19,643 $14,138 $13,374
TOTAL LIABILITIES $112,623 $107,685 $102,527 $99,979 $95,229 $90,560 $85,675 $80,565 $75,216 $68,351 $65,580
Net Assets $1,797,516 | $1,838,411 | $1,878,242 | $1,919,803 | $2,141,552 | $2,183,614 | $2,228,435 | $2,275,003 | $2,322,961 | $2,583,848 | $2,635,238
Q

Accumulated Surplus $981,087 | $1,021,981 $1,061,813 | $1,103,374 | $1,145,534 | $1,187,597 | $1,232,418 | $1,278,985 | $1,326,944 | $1,376,666 | $1,428,056
IPPE Revaluation Reserve $816,429 $816,429 $816,429 $816,429 $996,017 $996,017 $996,017 $996,017 $996,017 | $1,207,182 | $1,207,182
Total Equity $1,797,516 | $1,838,411 | $1,878,242 | $1,919,803 | $2,141,552 | $2,183,614 | $2,228,435 | $2,275,003 | $2,322,961 | $2,583,848 | $2,635,238
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OPTION 3

T

his option is future focused, and includes improvement of Council’s financial position, along with funding for planning and delivery of new and upgraded infrastructure, and increases to

services and initiatives to achieve the desired outcomes within the Ten-year Informing Strategies, including governance improvements. This option includes:

Rates revenue is increased by 60% in the first year, 20% in the second year and 10% in the third year (inclusive of rate peg).

From year 4, rate revenue is increased in line with rate peg.

‘Minimum Residential Rates’ are increased to $1,200 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.
‘Minimum Business Rates’are increased to $1,400 per annum, with the ad valorem rate adjusted to achieve the permissible income based upon the above increases.
Internal borrowings are repaid.

Additional borrowings of $10 million are secured for the 2024/25 financial year.

Initiatives outlined in the Draft Informing Strategies are included, including new and upgraded infrastructure.

80% infrastructure renewal rate and critical backlog in years 1 and 2.

100% infrastructure renewal from Years 3 to 10, to bring infrastructure to a‘satisfactory’ condition over a ten-year period.

Level 3 infrastructure backlog is reduced by $15m per year (indexed) from years 3 to 10.

From year 4, an additional $15.5m per year (indexed) has been allocated to bring building infrastructure to a‘good’ condition over a ten-year period.

Under this option, the average ordinary rates would be as follows:

Financial Year Average residential rate

Financial Year Average business rate

Year 1 $1,611 Year 1 $11,307

Year 2 $1,933 Year 2 $13,569

Year 3 $2,127 Year 3 $14,926

Table 21. Option 3: Financial Performance Indicators
Indicator Benchmark 2025/26 2026/27 2027/28 2028/29 2029/30 2031/32 2032/33 2033/34 2034/35 2035/36
Operating performance ratio >0% 12.96% 18.89% 22.25% 22.18% 21.74% 22.42% 22.64% 22.69% 22.85% 22.96%
Own source operating revenue ratio >60% 93.52% 94.23% 94.62% 94.76% 94.89% 95.03% 95.16% 95.29% 95.42% 95.55%
Unrestricted current ratio >1.5 1.19 1.79 2.01 1.95 1.78 1.88 2.15 2.41 2.89 3.48
Debt service current ratio >2 9.74 10.32 12.06 12.49 14.49 16.00 16.66 17.27 17.95 18.51
Cash expense cover ratio >3 months 7.84 9.44 11.96 13.11 13.36 13.50 14.27 15.36 16.43 17.81
Buildings and infrastructure renewal ratio | >100% 82% 94% 146% 183% 181% 180% 179% 179% 179% 178%
Infrastructure backlog ratio - condition 3 <2% 8.85% 8.82% 8.01% 6.56% 5.83% 5.10% 4.38% 3.63% 2.62% 1.91%
Infrastructure backlog ratio - condition 2 <2% 33.86% 34.48% 33.93% 29.52% 28.12% 26.83% 25.56% 24.26% 20.90% 19.68%
Asset maintenance ratio >100% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00%
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Table 22. Option 3 - Income Statement

2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 PLELVTEY | 2031/32 2032/33 2033/34 2034/35

Budget ($’000) ($7000) ($7000) ($7000) (V)] ($7000) ($7000) ($7000) ($7000) ($7000)

($7000)
Income from Continuing Operations
Rates $61,961 $99,527 $119,901 $132,405 $136,908 $141,561 $146,371 $151,341 $156,478 $161,787 $167,274
Annual Charges $18,016 $18,556 $19,113 $19,686 $20,277 $20,885 $21,512 $22,157 $22,822 $23,506 $24,211
User Charges & Fees $33,803 $41,394 $43,726 $46,108 $47,722 $49,392 $51,121 $52,910 $54,762 $56,679 $58,662
Other Revenue $10,292 $10,704 $11,078 $11,466 $11,867 $12,283 $12,713 $13,158 $13,618 $14,095 $14,588
g;?;:)ssi(scontribmions provided for Operating $5,027 $5,102 $5,179 $5,257 $5,335 $5,416 $5,497 $5,579 $5,663 $5,748 $5,834
g;?;gssi‘sconmbmmns provided for Capital $11,378 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444 $7,444
Interest & Investment Revenue $3,165 $4,103 $5,282 $6,320 $6,827 $7,068 $7,461 $8,199 $9,074 $10,041 $11,098
Other Income $5,887 $6,814 $7,053 $7,299 $7,555 $7,819 $8,093 $8,376 $8,669 $8,973 $9,287
Total Income from Continuing Operations $149,528 $193,644 $218,775 $235,986 $243,935 $251,868 $260,210 $269,164 $278,530 $288,272 $298,398

penses from Co g Operatio

Employee Benefits & On-Costs $54,406 $61,093 $63,877 $66,435 $69,259 $72,202 $75,271 $78,470 $81,805 $85,282 $88,906
Materials & Services $53,986 $57,221 $58,937 $60,705 $62,526 $64,402 $66,334 $68,324 $70,374 $72,485 $74,660
Materials & Services — Strategies $3,469 $6,959 $7,063 $7,000 $7,430 $5,582 $5,344 $5,580 $5,669 $5,775
Borrowing Costs $2,511 $2,722 $2,500 $2,266 $2,036 $1,832 $1,612 $1,381 $1,140 $885 $667
Depreciation & Amortisation $28,795 $32,356 $33,790 $35,709 $37,548 $39,607 $41,296 $42,789 $44,346 $45,817 $47,451
Other Expenses $4,783 $4,926 $5,074 $5,227 $5,383 $5,545 $5,711 $5,882 $6,059 $6,241 $6,428
Net Losses from the Disposal of Assets $277 $277 $277 $277 $277 $277 $277 $277 $277 $277 $277
Total Expenses from Continuing Operations $144,758 $162,065 $171,415 $177,683 $184,029 $191,295 $196,084 $202,468 $209,581 $216,656 $224,164
Operating Result from Continuing Operations $4,771 $31,580 $47,361 $58,303 $59,905 $60,573 $64,126 $66,696 $68,949 $71,616 $74,235
22:‘31‘::2:2 :re:\:liIc::de:z:ecg:)?tgtls:unr(;oses ($6,607) $24136 | $39917 |  $50,859 |  $52,461 $53,129 |  $56,682 |  $59,252 $61,505 $64,172 | $66,791
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Table 23. Option 3 - Cashflow Statement

Cashflow from Operating Activities

2024/25
($7000)

2025/26
($'000)

2026/27
($'000)

2027/28
($7000)

2028/29
($'000)

2029/30
(V)]

2030/31
($7000)

2031/32
($7000)

2032/33
($°000)

Attachment 10.3.3

2033/34
($7000)

2034/35
($7000)

Receipts

Rates 61,383 99,527 119,901 132,405 136,908 141,561 146,371 151,341 156,478 161,787 172,056
Annual Charges 18,016 18,556 19,113 19,686 20,277 20,885 21,512 22,157 22,822 23,506 24,211
User Charges & Fees 33,803 41,394 43,726 46,108 47,722 49,392 51,121 52,910 54,762 56,679 58,662
Investment & Interest Revenue Received 3,165 4,103 5,282 6,320 6,827 7,068 7,461 8,199 9,074 10,041 11,098
Grants & Contributions 12,471 12,546 12,623 12,701 12,779 12,860 12,941 13,023 13,107 13,192 13,278
Bonds & Deposits Received 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950 3,950
Other 16,179 17,518 18,131 18,765 19,422 20,102 20,806 21,534 22,287 23,067 23,875

Cashflow from Investing Activities

Employee Benefits & On-Costs (54,406) (61,093) (63,877) (66,435) (69,259) (72,202) (75,271) (78,470) (81,805) (85,282) (88,906)
Materials & Contracts (53,986) (60,690) (65,896) (67,769) (69,526) (71,832) (71,917) (73,668) (75,954) (78,155) (80,435)
Borrowing Costs (2,511) (2,722) (2,500) (2,266) (2,036) (1,832) (1,612) (1,381) (1,140) (885) (667)
Bonds & Deposits Refunded (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950) (3,950)
Other (4,783) (4,926) (5,074) (5,227) (5,383) (5,545) (5,711) (5,882) (6,059) (6,241) (6,428)
Net Cash provided (or used in) Operating Activities 29,331 64,213 81,428 94,289 97,731 100,457 105,699 109,762 113,572 117,710 121,963

Receipts

Sale of Investment Securities

Redemption of term deposits

Sale of Infrastructure, Property, Plant & Equipment

Purchase of Investment Securities

Purchase of Investment Property

Purchase of Infrastructure, Property, Plant &

Equipment (92,444) (34,408) (41,055) (70,236) (84,077) (90,342) (84,318) (81,876) (84,827) (84,708) (89,818)
Contributions paid to joint ventures and associates - - - - - - - - - - _
Net Cash provided (or used in) Investing Activities (92,444) (34,408) (41,055) (70,236) (84,077) (90,342) (84,318) (81,876) (84,827) (84,708) (89,818)
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2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($’000)

Cashflow from Financing Activities

Receipts
pocsistomsoronngrevnees | om0 ||| ||

Payments

Repayment of Borrowings & Advances (3,056) (4,580) (4,799) (5,029) (4,392) (4,310) (4,525) (4,752) (4,989) (5,239) (3,879)
Repayment of lease liabilities (principal repayments) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303) (303)
2:;5;:::'“ provided (used in) Financing 26,641 (4,883) (5102) (5332) (4,695) 4,613) (4,828) (5,055) (5,292) (5,542) 4,182)
Net Increase/(Decrease) in Cash & Cash Equivalents (36,472) 24,922 35,271 18,722 8,959 5,501 16,553 22,831 23,452 27,460 27,962
plus: Cash & Cash Equivalents — beginning of year 22,849 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Cash & Cash Equivalents — end of the year 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000 21,000
Investments - end of the year 69,278 94,200 129,471 148,192 157,151 162,653 179,205 202,036 225,489 252,948 280,911

Cash, Cash Equivalents & Investments - end of the

year 90,278 115,200 150,471 169,192 178,151 183,653 200,205 223,036 246,489 273,948 301,911

Externally restricted funds 69,099 80,129 91,340 102,734 114,311 126,074 138,022 150,157 162,481 174,993 187,697

Cash, Cash Equivalents & Investments excluding

. 21,179 35,071 59,131 66,459 63,840 57,579 62,183 72,879 84,008 98,955 114,214
externally restricted funds

LONG-TERM FINANCIAL PLAN 45
Council Meeting 10 February 2025 Agenda Page 240 of 817



Table 24. Option 3 - Balance Sheet

Attachment 10.3.3

2024/25 ($'000) - 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 2031/32 2032/33 2033/34 2034/35
FY2025 Approved ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Budget
Current Assets
Cash & Cash Equivalents $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000 $21,000
Investments $69,278 $94,200 $129,471 $148,192 $157,151 $162,653 $179,205 $202,036 $225,489 $252,948 $280,911
Receivables $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547 $10,547
Inventories $60 $60 $60 $60 $60 $60 $60 $60 $60 $60 $60
Other $626 $626 $626 $626 $626 $626 $626 $626 $626 $626 $626
Total Current Assets $101,511 $126,433 $161,704 $180,425 $189,384 $194,886 $211,438 $234,269 $257,722 $285,181 $313,144
Non-Current Assets
Receivables $770 $770 $770 $770 $770 $770 $770 $770 $770 $770 $770
Infrastructure, Property, Plant & Equipment $1,752,868 | $1,754,644 | $1,761,632 | $1,795,881 | $2,021,721 | $2,072,180 | $2,114,925 | $2,153,735 | $2,193,940 | $2,451,947 | $2,494,038
Investment Property $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698 $53,698
Right of Use Assets $1,258 $1,202 $1,146 $3,930 $3,874 $3,818 $3,762 $3,706 $3,650 $2,328 $3,739
Investments Accounted for Using the Equity Method $34 $34 $34 $34 $34 $34 $34 $34 $34 $34 $34
Total Non-Current Assets $1,808,628 | $1,810,348 | $1,817,280 | $1,854,313 | $2,080,097 | $2,130,500 | $2,173,189 | $2,211,943 | $2,252,092 | $2,508,777 | $2,552,279
TOTAL ASSETS $1,910,139 | $1,936,780 | $1,978,983 | $2,034,739 | $2,269,482 | $2,325,385 | $2,384,627 | $2,446,213 | $2,509,814 | $2,793,959 | $2,865,422
LIABILITIES
Current Liabilities
Payables $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832 $32,832
Contract Liabilities $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099 $4,099
Lease Liabilities $303 $303 $303 $303 $303 $303 $303 $303 $303 $303 $303
Borrowings $4,580 $4,799 $5,029 $4,392 $4,310 $4,525 $4,752 $4,989 $5,239 $3,879 $1,872
Employee Benefit Provisions $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100 $13,100
Total Current Liabilities $54,914 $55,133 $55,363 $54,726 $54,644 $54,860 $55,086 $55,324 $55,573 $54,214 $52,207
Lease Liabilities $750 $391 $32 $2,513 $2,154 $1,795 $1,436 $1,077 $718 $359 $0
Borrowings $55,805 $51,006 $45,978 $41,586 $37,276 $32,751 $27,999 $23,010 $17,771 $12,625 $12,220
Employee Benefit Provisions $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154 $1,154
Total Non-Current Liabilities $57,709 $52,551 $47,164 $45,253 $40,584 $35,700 $30,589 $25,241 $19,643 $14,138 $13,374
TOTAL LIABILITIES $112,623 $107,685 $102,527 $99,979 $95,229 $90,560 $85,675 $80,565 $75,216 $68,351 $65,580
Net Assets $1,797,516 | $1,829,096 | $1,876,456 | $1,934,759 | $2,174,253 | $2,234,826 | $2,298,952 | $2,365,648 | $2,434,597 | $2,725,607 | $2,799,842
Q
Accumulated Surplus $981,087 | $1,012,666 | $1,060,027 | $1,118,330 | $1,178,236 | $1,238,808 | $1,302,935 | $1,369,631 | $1,438,580 | $1,510,196 | $1,584,431
IPPE Revaluation Reserve $816,429 $816,429 $816,429 $816,429 $996,017 $996,017 $996,017 $996,017 $996,017 | $1,215,411 | $1,215,411
Total Equity $1,797,516 | $1,829,096 | $1,876,456 | $1,934,759 | $2,174,253 | $2,234,826 | $2,298,952 | $2,365,648 | $2,434,597 | $2,725,607 | $2,799,842
A6 LONG-TERM FINANCIAL PLAN
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Sensitivity analysis

SENSITIVITY ANALYSIS

The assumptions contained within this plan are current informed estimates based on a range
of sources; however, long-term financial plans are inherently uncertain. They contain a wide
range of assumptions about interest rates and the potential effect of inflation on revenues
and expenditures which are largely outside our control.

In developing the LTFP, it is important to acknowledge risks that could have an effect on the
Council’s financial viability, cash flow, or negatively impact revenue, which would have an
impact on service delivery. Through sensitivity analysis, consideration can be given to the
financial risks of potential changes in key assumptions and inputs used to develop the plan,
along with strategies to mitigate these risks where possible.

This allows councils to make informed decisions based on a range of potential outcomes,
rather than relying on a single set of assumptions.

The sensitivity analysis includes a risk assessment for each item based upon Council’s
enterprise risk management framework.

As part of its governance framework, the Council will proactively monitor both existing and
emerging risks through a variety of key initiatives, including internal audit programs, business
continuity risk assessments, and oversight by the Audit, Risk, and Improvement Committee
(ARIC), along with continuous financial performance reporting.

The Council’s Risk Analysis framework comprehensively identifies, evaluates, and categorises

risks based on their potential impact and severity using a detailed risk matrix. This process

serves several critical functions:

¢ Enhancing Risk Awareness: Ensures a thorough understanding of potential risks across
the organisation.

e Determining Acceptable Risk Levels: Clarifies the level of risk the Council is willing to
accept, both individually and collectively.

e Evaluating Risk Mitigation Capacity: Assesses the Council’s ability to control, manage,
and reduce identified risks.

Council Meeting 10 February 2025 Agenda

e Supporting Risk Framework Reviews: Provides a crucial tool for ongoing evaluations and
improvements to the Council’s Enterprise Risk Management Framework.

Through this robust approach, the Council strengthens its ability to manage uncertainty and
safeguard its strategic objectives.

Figure 6. Risk matrix

CONSEQUENCE LEVEL

Low  Medium High Critical

Almost
certain

Likely

Possible

LIKELIHOOD LEVEL

Rare

Risk levels
Extreme
Moderate

Low

Council’s financial position and forecasts are subject to the following risks. Council’s current
financial position is not able to mitigate these risks. Each of the three scenarios within this
Long-Term Financial Plan strengthen Council’s financial position and allow some flexibility in
managing risks.
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Special rate variation

Risk: That SRV application is not approved by IPART.
Current risk rating: Extreme

As outlined in this Long-Term Financial Plan, Council’s financial position is unsustainable in the
short-term. Additional loan borrowings would need to be taken and/or strategically held
properties needing sale to pay short-term liabilities as and when they fall due.

Service levels require substantial cuts and over time, and infrastructure would be subject to
failure due to lack of maintenance or renewal.

North Sydney Olympic Pool Operations

Risk: That target operational results are not achieved.
Current risk rating: Extreme
Future risk rating: Low

Business modelling has been undertaken to plan for the opening and operation of the North
Sydney Olympic Pool.

The target scenario included within Council’s Long-Term Financial Plan is based upon
attendance of 500,000 persons in Year 1, expanding to 520,000 by Year 3. This scenario also
assumes 1,700 registered learn- to-swim participants and 1,200 gym users within Year 1
expanding to 2,250 learn to swim participant and 1,900 gym users by Year 3.

In addition to the business modelling undertaken, to reduce the financial impact of the facility
on Council’s overall financial position, Council will explore commercial opportunities that may
resultin temporary interruptions to pool users, such as hiring the facility on particular occasions
throughout the year. As these opportunities are uncertain, they have not been included within
the financial modelling.

Should risks associated with less than forecast attendance and memberships eventuate,
Council would have to reduce its expenditure on services or asset backlogs accordingly.

Based upon Council’s current financial position and projections, this would create an extreme
risk. Based upon the three scenarios provided within this plan, the strengthened overall
position of Council would reduce this risk.

A8  LONG-TERM FINANCIAL PLAN
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Figure 7. North Sydney Olympic Pool scenario analysis
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Scenario 2025/26 | 2026/27 | 2027/28 | 2028/29 | 2029/30 | 2030/31 | 2031/32 | 2032/33 | 2033/34 | 2034/35
($000) | ($'000) | ($'000) | ($'000) | ($°000) | ($'000) | ($'000) | ($'000) | ($000) | ($'000)

W Pessimistic | 5938 | -5214 | -4489 | -4518 | -4548 | -4579 | -4610 | -4643 | -4676 | -4710

W Target -4820 | -4080 | -3338 | -3340 | -3342 | -3344 | -3346 | -3348 | -3351 | -3353

M Optimistic | -3,702 | -2915 | -2127 | -2099 | -2072 | -2043 | -2014 | -1985 | -1,954 | -1924
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Car parking revenue

Risk: That car parking revenue continues to decline.
Current risk rating: Extreme
Future risk rating: Moderate

The following chart demonstrates the volatility in on-street car parking revenue following the
2020 COVID pandemic.

Figure 8. On-street car parking
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The following factors have and may continue to reduce this income source:

1. Changes to societal behaviours following the pandemic, with increased prevalence of
work-from-home arrangements reducing car ownership.

2. TfNSW major road projects have reduced the availability of on-street car parks which have
previously been subject to car parking user charges.

3. Theopening of the new Sydney Metro has reduced travel time for public transport to
North Sydney, thereby reducing car travel to the area.

4. New technology through car parking payment options allows users to better manage their
car parking, resulting in reduced income associated with previously used block pricing.

More holistically, Council’s Integrated Transport Strategy encourages active transport and
reduced car ownership, and includes actions to achieve this. While improving the public
amenity, reducing congestion, and providing health benefits, this strategy will over time further
reduce on-street parking revenue.
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Areview of car-parking income expected within 2024/25 has been undertaken and it is expected
that it will reduce by a minimum of $1 million as a result of the factors above. For the purposes
of modelling the Long-Term Financial Plan, estimated income from 2024/25 of $7.3m has been
included. No further reduction in on-street car parking included in the projections as this is
difficult to predict at this time.

Should the usage of on-street car parking reduce by a further 20%, this would resultin a further
loss of approximately $1.46m in revenue.

Should risks associated with reduced on-street car parking eventuate, Council would have to
reduce its expenditure on services or asset backlogs accordingly.

Based upon Council’s current financial position and projections, this would create an extreme
risk. Based upon the three scenarios provided within this plan, the strengthened overall
position of Council would reduce this risk.

Infringement income - sensitivity of changes to fine delivery

Risk: That infringement income declines or costs increase.
Current risk rating: Extreme
Future risk rating: Moderate

After volatility in this income stream since the 2020 COVID pandemic, income levels have
recently returned to pre-pandemic levels. In 2024/25, Council has budgeted to receive $9m
in revenue from infringements. Most of these infringements are parking related.

The NSW Government has recently introduced changes to the method of delivery for parking
fines, and it is anticipated that this will impact Council’s overall revenue. Instead of electronic
delivery of parking fines, as is the practice with other vehicle related fines such as speeding,
mobile phone use, changes will require council parking rangers to issue paper-based fines
manually.

Thereis a risk that this change could result in either a drop in revenue, with less parking tickets
issued, or increased expenses associated with the increased cost of safety measures required.

A 15% reduction in infringement revenue would result in a reduction in income of $1.35m.

Should risks associated with reduced infringement revenue eventuate, Council would have to
reduce its expenditure on services or asset backlogs accordingly. Based upon Council’s current
financial position and projections, this would create an extreme risk. Based upon the three
scenarios provided within this plan, the strengthened overall position of Council would reduce
this risk.
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Figure 9. Infringement income
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Reduction of Financial Assistance Grants

Risk: That the model for distribution of financial assistance grants reduces Council’s grant to nil.
Current risk rating: Moderate
Future risk rating: Low

Council currently receives $2.4m in Financial Assistance Grants from the Federal Government.
While there is no suggestion that this funding source will change, there has been ongoing
advocacy through the industry towards a change in distribution which would favour smaller
regional councils with less ability to generate won sourced income.

Should this risk eventuate, Council would have to reduce its expenditure on services or asset
backlogs accordingly. Based upon Council’s current financial position and projections, the risk is
measured at moderate as the likelihood is low. Based upon the three scenarios provided within
this plan, the strengthened overall position of Council would reduce this risk further.

Development - housing increases
Risk: That annual dwelling increases fall below 300.
Current risk rating: Moderate

Future risk rating: Low

The NSW Housing Reforms are aimed at increasing housing within Greater Sydney. Targets
provided to Council require an additional 5,900 in new homes over the next 5 years. As the
population grows, demand on Council services also increases, and it is therefore important that
new revenue is able to be generated. While this equates to 1,200 new dwellings perannum, the
Long-Term Financial Plan has been modelled conservatively based upon an increase in
housing of 300 per year, and an increase in minimum rates from $715 to $1,200in Year 1.
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Ensuring a revenue policy that generates additional income sufficient to meet the service and
infrastructure needs of a growing population is important to future sustainability and
responsiveness. There are two factors that influence increases in rate income outside the rate
peg. This includes the net increase in dwellings and the value of the minimum rate.

A moderate risk is assessed that housing completions do not meet the 300 new dwellings per
year including within the assumptions of this plan. Based upon the three scenarios provided
within this plan, the strengthened overall position of Council would reduce this risk to low.

However, should Council decide not to increase the value of minimum rates, this would have a
significantimpact on projected revenue within this plan.

Capital works costs

Risk: That costs of construction increase above the assumptions within this plan.
Current risk rating: Extreme
Future risk rating: Moderate

Council’s financial strategy aims to reduce current infrastructure backlogs, undertake renewals
in a timely manner and provide new infrastructure for a growing population. There are a
number of factors that may impact the capital works estimates included within the Long-Term
Financial Plan.

Forecasts provided for capital renewals and new assets are based on high level estimates and
will require detailed design and scoping prior to construction. This may result in either
additional costs or savings. All project costing will be reported to Council as they are developed.
Should additional funds be required, Council may have to re-prioritise projects and this may
impact the desired reduction in backlog renewals.

The Long-Term Financial Plan includes indexing based upon 3%. Should the indexes fluctuate
due to market or economic conditions, this will impact the volume of renewals Council is able
to complete.

Increases in building indexes over and above the assumptions in this Long-Term Financial Plan
will also affect Council’s operating surplus, as infrastructure is revalued and depreciation
increases. Typically, financial provision is made for asset renewals based upon depreciation,
however as depreciation is backward facing, it is often not sufficient to cover the cost of future
renewals.

Based upon Council’s current financial position, increased costs of construction will place
pressure on already low funds available for critical renewals. Based upon the three scenarios
provided within this plan, the strengthened overall position of Council would reduce this risk.
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Skills shortages

Risk: That employee costs increase above Award due to market skills shortages.
Current risk rating: Extreme
Future risk rating: Low

Local Government is currently experiencing skills shortages in increasingly more professions
and trades. Changes to societal values have further challenged recruitment efforts, with a
general reluctance of employees to travel the distances to work that they once would have.
The high cost of living in North Sydney means the majority of Council’s workforce is located in
other parts of Sydney.

While part of the local government industry, councils compete with other levels of government,
the private sector and not-for-profits when it comes to recruiting. State Government wages are
generally high, the private sector is competitive and also offers bonus/commission-based
incentives that Local Government cannot.

To attract high quality employees, market allowances over and above Award conditions are
increasingly required. Council’s Long-Term Financial Plan does not include provision for
additional market allowances. Should these allowances be required to fill positions, this would
have an impact on Council’s operating result.

Based upon Council’s current financial position, coupled with poor systems and processes,
increases to employee costs is a critical risk. Based upon the three scenarios in this plan, the
risk would reduce to low, as costs may be offset by efficiencies created through system
improvement. In addition, improving systems within Council will assist in retaining quality
employees.

Award increases

Risk: That the new Award, to be implemented 1 July 2026 includes increases above the
assumptions allowed for within the assumptions of this plan.

Current risk rating: Critical

Future risk rating: Moderate

The current Local Government (State) Award expires 30 June 2025.

Based upon Council’s current financial position, increased Award increases above the
assumptions made in this plan will be critical. Based upon the three scenarios in this plan, the
risk would reduce to low, as costs may be offset by efficiencies created through system
improvement.
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Build to Rent

Risk: Build to Rent applications approved without changes to rating legislation that allow
charging rates based upon dwelling numbers.

Current risk rating: Extreme

Future risk rating: Moderate

Introduced by the NSW Government in 2021, Build-to-rent housing is large-scale, purpose-
built rental housing that is held in single ownership and professionally managed.

Council is aware of three applications for‘Build to Rent’ developments within the Local
Government Area.

By nature of the development being held in one ownership, the property would be rated as
one assessment based upon the unimproved land value, rather than each apartment
contributing a minimum rate towards Council’s rating revenue.

Without changes to legislation allowing for rates to be charged per dwelling for ‘Build to Rent;
there is a risk that rating revenue from these sites will significantly reduce.

Based upon Council’s current financial position, any reduction in revenue is considered a
critical risk. Based upon the three scenarios provided within this plan, the strengthened
overall position of Council would reduce this risk.

Monitoring and reporting

The financial forecasts presented in the Long-Term Financial Plan (LTFP) are based on a set of
assumptions that may change due to shifts in economic conditions or Council priorities.

As such, the LTFP will be reviewed annually during the development of the Operational Plan
and Budget.

Each review will assess the accuracy of previous year’s projections by comparing the plan’s
forecasts with actual results. This evaluation will inform updates to estimates and scenarios,
helping to refine the accuracy of the plan for the long term.

Throughout the year, the Quarterly Budget Review Statement (QBRS) will monitor year-to-
date performance against budgeted figures and forecasts. Additionally, Council will conduct a
comprehensive review of the LTFP as part of the periodic review of the Community Strategic
Plan, in accordance with the Integrated Planning and Reporting (IP&R) process. This review
will take place within nine months of each local government election.
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I AppeNDIX

The following table outlines capital works identified within the Draft Informing Strategies for 2024/25 to 2034/35, along with proposed funding sources. All other infrastructure renewals will be
determined through Council’s asset management planning process taking a risk based approach.

OPEN SPACE AND RECREATION

Progress the design and delivery of the Hume Street Park expansion project that includes
removal of the childcare centre, closure of part of Hume Street, and improvements to the
quality of open space in Hume Street Park.

$10,000,000

$5,000,000

$5,000,000

Work with the NSW Government to convert the under-utilised deck of the tramway
viaduct near North Sydney Train Station into a 4,650m? active recreation space.

$14,000,000

G=

$14,000,000

Deliver new public space through completion of the Balls Head Quarantine Depot site
redevelopment project, including advocating for ownership of the lower section.

$3,000,000

$3,000,000

$—

Renew and upgrade the North Sydney Indoor Sports Centre to increase capacity and
useability, including exploring opportunities with Northern Suburbs Basketball
Association for equitable multi-use.

$5,500,000

$2,361,832

$3,138,168

Upgrade the tennis courts and associated amenities in Green Park to create a multi-use
facility.

$500,000

$500,000

In consultation with the community and key stakeholders, identify sportsfield(s) that
would be suitable for alternative playing surfaces such as hybrid and synthetic turf, to
increase capacity.

$2,500,000

$2,500,000

Develop and implement a program for increasing the capacity and utilisation of
sportsfields and courts through infrastructure improvements. This includes reconstruction
and lighting of the St Leonards Park netball courts, and drainage improvements to
Primrose Park and Tunks Park.

$5,150,000

$4,241,176

$908,824

Identify opportunities and implement projects to improve accessibility of parks and
playgrounds across the LGA.

$1,800,000

$1,800,000

Refurbish the existing facilities building at North Sydney Oval and incorporate gender-
neutral amenities and change rooms.

$3,150,000

$3,150,000

Refurbish the existing facilities building at Primrose Park and incorporate gender-neutral
amenities and change rooms.

$1,150,000

$1,114,410

$35,590

Demolish building housing public amenities, change rooms and storage area in Tunks Park
and replace with a new facility that incorporates gender-neutral facilities.

$3,150,000

$2,574,807

$575,193
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PROJECT DESCRIPTION

ESTIMATED TOTAL
PROJECT COST

Rates funding -
New and Upgraded
infrastructure

CLASSIFICATION

Reserves
movements

Rates funding -
Backlog and
Depreciation

Developer
Contribution

funded

Attachment 10.3.3

Grant funded
(not guaranteed)

Renew the following playgrounds in accordance with the Neighbourhood Parks Plan of
Management 2022 and the Playgrounds Plan of Management 2022:
Green Park Senior Playground*

Phillips Street Playground

Euroka Street Playground

Victoria Street Playground

Refurbish Mary French Reserve Playground

W H Brothers Memorial Reserve Playground

Cremorne Reserve Playground

Milson Park Playground

Bradfield Park Playground*

Cahill Playground

Blues Point Reserve Playground

Tunks Park Playground

Berrys Island Playground

libery Playground

Hodgsons Reserve Playground

Brightmore Reserve Playground*

Grassmere Reserve Playground
*Potential inclusion of adventure and challenge equipment for older children.

$4,700,000

$4,700,000 $-

Upgrade Cammeray Skate Park

$350,000

$350,000

Deliver a park enhancement program for provision of infrastructure to improve the
amenity of parks such as shelter, shade, water fountains and seating.

$1,000,000

$1,000,000

Deliver additional active recreation facilities such as basketball half courts, outdoor table
tennis tables and multi-use games areas in selected larger parks, including:

® Forsyth Park

® Waverton Park

® Bradfield Park

® Brightmore Reserve

$550,000

$550,000

Design and construct new public amenities in St Leonards Park.

$3,200,000

S—

5= 5=

$3,200,000 $-

Renew and upgrade the public amenities at the following parks:
® Brennan Park

® Forsyth Park

® Waverton Park

® Kesterton Park

$2,400,000

$1,794,330

$605,670 S=

G=

Council Meeting 10 February 2025 Agenda

LONG-TERM FINANCIAL PLAN 53
Page 248 of 817



Attachment 10.3.3

PROJECT DESCRIPTION ESTIMATED TOTAL CLASSIFICATION
PROJECT COST
Rates funding - Rates funding - Reserves Developer Grant funded
New and Upgraded = Backlog and movements Contribution (not guaranteed)
infrastructure Depreciation funded
Explore opportunities to enhance outdoor fitness equipment across LGA. $180,000 $180,000 $- $- $- $-
Review and upgrade the North Sydney LGA foreshore walk (identified as a priority project | $4,415,252 $- S- S= S= $4,415,252
in the North District Green Grid strategy), with a view to improving accessibility.
Deliverimproved drainage in St Leonards Park to increase the resilience of this highly used | $1,100,000 $1,100,000 $- $- $- $-
park.
Deliver the following park/reserve upgrades in accordance with the Foreshore Parks & $1,050,000 $1,050,000 $- $- $- $-
Reserves Plan of Management 2023:
- Blues Point Reserve landscape and lighting upgrade
-Walker Street Steps renewal (linking Lavender Street with Quibaree Reserve)
- Watt Park footpath and associated lighting upgrade
-Waverton Oval perimeter path project
- Dowling Street Reserve upgrade
- Lady Gowie Lookout restoration works
Renew the Walker Street Steps (linking Lavender St with Quibaree Reserve) $2,500,000 S— $2,500,000 S— S— S—
Renew and upgrade the footpath and associated lighting in Watt Park $200,000 $200,000 $- $- $- $-
Construct perimeter path around Waverton Oval suitable for recreational cycling, jogging | $250,000 $250,000 $- $- $- $-
etc.
Upgrade Dowling Street Reserve. $350,000 $350,000 $- $- $- SE
Restore Lady Gowie Lookout. $500,000 $- $- $- $- $500,000
Complete the Cremorne Reserve Pathway Improvements project. $1,200,000 $1,200,000 $- S- SE S8
Replace the synthetic turf at Cammeray Park . $1,200,000 $1,086,000 $114,000 $- $- $-
Reconstruct the Tunks Park turf cricket wicket table. $150,000 $- $150,000 $- $- $-
Renew and upgrade the North Sydney Oval complex to comply with current standards for | $32,000,000 $6,906,102 $9,093,899 $- O= $16,000,000
the benefit of all users (clubs and the community). This includes removing the asset
maintenance backlog as well as providing improved seating, corporate facilities and public
toilets.
Repair the retaining wall in Wendy’s Secret Garden below Harbourview Crescent and $300,000 $300,000 $- $- $- $-
undertake drainage improvements.
Replace brick ties at the North Sydney Olympic Swimming Pool $1,000,000 O= $1,000,000 S= G= S
INTEGRATED TRANSPORT
Deliver walking infrastructure projects identified in the North Sydney Walking Action Plan. | $4,000,000 $2,000,000 $- $- $- $2,000,000
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PROJECT DESCRIPTION ESTIMATED TOTAL CLASSIFICATION
PROJECT COST
Rates funding - Rates funding - Reserves Developer Grant funded
New and Upgraded = Backlog and movements Contribution (not guaranteed)
infrastructure Depreciation funded
Develop a wayfinding guide and implement wayfinding signage across the LGA to $2,040,676 $2,040,676 $- $- $- $-
increase awareness of safe, convenient and accessible walking and cycling routes between
key destinations.
Apply for grant funding and progressively deliver cycling infrastructure identified in the $18,000,000 $4,500,000 $- $- $- $13,500,000
North Sydney Bike Plan.
Rebuild and renew heritage style bus shelters across the LGA. $3,300,000 $43,985 $3,256,015 $- $- &=
Review and implement the Local Area Transport Management (LATM) projects, focusing $6,722,029 $3,361,015 S— S— S— $3,361,015
on highly walkable areas, to widen footpaths, enhance the place experience, and install
new pedestrian crossings. Projects include:
® continuous footpath treatment across Woolcott Street at Larkin Street, Waverton
® pedestrian refuge across River Road at Carlyle Street, Wollstonecraft
® raised pedestrian crossing across Parraween Street at Winnie Street, Cremorne
® raised pedestrian crossing across Myrtle Street at Pacific Highway, North Sydney
® raised pedestrian crossing across Crows Nest Road at Pacific Highway, Waverton
® raised pedestrian crossing across Myrtle Street at the Pacific Highway, North Sydney
® raised pedestrian crossing across Blue Street at North Sydney Station, North Sydney
® raised pedestrian crossing across Cammeray Road at Park Avenue, Cammeray
® raised pedestrian crossing across Grasmere Road at Young Street, Cremorne
® continuous footpath treatment across Shellcove Road at Wycombe Road, Neutral Bay
® raised pedestrian crossing across Carabella Street at Willoughby Street, Kirribilli
® raised pedestrian crossing across Gillies Street at Morton Street, Wollstonecraft
® raised pedestrian crossing across Blues Point Road at Princes Street, McMahons Point
ENVIRONMENT STRATEGY
Undertake bushland walking track upgrades in Badangi Reserve. $200,000 $127,282 $32,718 S— $40,000 S—
Undertake bushland walking track upgrades in Balls Head Reserve. $246,000 $196,800 $- $- $49,200 $-
Undertake bushland walking track upgrades in Brightmore Reserve. $130,000 $104,000 $- $- $26,000 $-
Undertake bushland walking track upgrades in Primrose Park. $222,630 $178,104 $— $— $44,526 S-
Undertake bushland walking track upgrades in Gore Cove/Smoothey Park. $227,550 $182,040 S— S— $45,510 S—
Undertake bushland walking track upgrades in Tunks Park. $70,000 $56,000 $- $- $14,000 S—
Undertake bushland walking track upgrades in Berry Island Reserve. $210,000 $168,000 S— S— $42,000 S—
Increase Council's renewable energy capacity (panels and batteries) on new and existing $720,000 $720,000 $- $- $- $-
council infrastructure, to help achieve 100% real time renewable energy for all Council’s
operations.
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PROJECT DESCRIPTION ESTIMATED TOTAL CLASSIFICATION
PROJECT COST
Rates funding - Rates funding - Reserves Developer Grant funded
New and Upgraded = Backlog and movements Contribution (not guaranteed)
infrastructure Depreciation funded
Electrify Council operations, excluding plant and fleet, by 2030. This will require $200,000 $- $200,000 $- $- $-
replacement of the remaining two gas boilers at Stanton Library and Council Chambers
with electric heat pumps.
Electrify Council operations, excluding plant and fleet, by 2030. This will require $200,000 $- $200,000 $- $- $-
replacement of the remaining two gas boilers at Stanton Library and Council Chambers
with electric heat pumps.
Transition all Council plant and fleet to electric by 2035. $3,257,500 $3,257,500 $- $- $- $-
Expand existing stormwater harvesting and water reuse systems at Primrose Park. $120,000 $120,000 $- S- &= S8
Expand existing stormwater harvesting and water reuse systems at Bon Andrews Oval/North | $145,000 $145,000 $- $- $- S=
Sydney Oval.
Expand existing stormwater harvesting and water reuse systems at Tunks Park. $120,000 $120,000 $- S- $- SE
Develop a reserve for delivery of priorities identified in the Coal loader Strategic plan. $4,000,000 $- $— $4,000,000 $- $-
Reduce the amount pollution/debris entering the harbour by expanding the Gross Pollutant | $1,500,000 $- $- $- $- $1,500,000
Trap (GPT) network though the installation of at least three new GPTs by 2035.
SOCIAL INCLUSION STRATEGY
Deliver a pilot program in Civic Park to trial the replacement of existing physical $100,000 $100,000 $- $- $- S=
noticeboards with digital community information screens.
Work with Transport for NSW to deliver new accessible public space through the Berrys Bay | $1,000,000 $1,000,000 $- $- $- $-
project. This project includes fit out of Woodleys Shed as a community facility.
Work with Neutral Bay Village land owners to deliver a new Neutral Bay Community Centre. | $1,200,000 S— $— S— $1,200,000 S—
Upgrade the existing library and expand the floorspace into the adjoining James Place $12,000,000 $12,000,000 $- $- $- SE
development.
Upgrade the existing library and expand the floorspace into the adjoining James Place $12,741,181 $- $12,741,181 $- $- $-
development.
CULTURE AND CREATIVITY STRATEGY
Develop and deliver a program of dual signage and place naming for key public spaces $150,000 $150,000 $- S- SE SE
such as Stanton Library, North Sydney Council offices, the Coal Loader and major walkways
such as Miller Street.
Replace existing BP site signage and include links to First Nations heritage on site. $100,000 $1100,000 $- $- $- $-
Commission First Nations artists to create First Nations public art. $400,000 $400,000 $- $- $- $-
Deliver a new sign for the entry point to the Waverton Peninsula Parklands, and provide $200,000 4200,000 $- $- $- $-
interpretive signage celebrating 100 years of community action on the peninsula.
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PROJECT DESCRIPTION ESTIMATED TOTAL CLASSIFICATION
PROJECT COST
Rates funding - Rates funding - Reserves Developer Grant funded
New and Upgraded = Backlog and movements Contribution (not guaranteed)
infrastructure Depreciation funded
Improve the War Memorial surrounds at St Leonards Park as detailed in the St Leonards $500,000 S— $- $- $500,000 S—
Park Plan of Management.
Refurbish the Brothers Memorial in Brothers Park, Cremorne. $30,000 $— $30,000 $- $- $-
Deliver a variety of public art installations across the LGA. $320,000 $320,000 $- $- S— S—
Deliver public artin Little Walker Street and Gas Lane in accordance with the North Sydney | $200,000 $200,000 $- $- $- $-
CBD Public Domain Strategy.
Develop and implement a street art program to create vibrant public places. $1,500,000 $1,500,000 $- S- SE SE
Develop a reserve to implement projects identified through the cultural infrastructure $2,000,000 S- $— $2,000,000 S- S—
study.
ECONOMIC DEVELOPMENT STRATEGY
Work with NSW Government agencies to deliver the Miller Place project which includes a $9,000,000 S— $- $- $9,000,000 S—
major public plaza, as well as recreation and entertainment space for the North Sydney CBD.
Design and deliver new 1,675m? plaza outside the iconic North Sydney Post Office. $5,000,000 S- $- $- $5,000,000 $—
Deliver North Sydney CBD laneway upgrades to improve walkability in Little Spring, $8,750,000 $- $- $- $8,750,000 $-
Spring, Mount and Denison Streets.
Deliver a program of public domain improvement projects across town centres, including | $11,000,000 $8,151,000 $2,849,000 $- S— =
undergrounding of power lines.
Deliver the Cremorne Plaza and Langley Place upgrade project in accordance with the $5,200,000 $5,200,000 $- $- $- $-
Neutral Bay and Cremorne Public Domain Upgrade Master plan 2015.
Provide a visible entrance to the LGA through clear signage. $500,000 $500,000 $- $- S- S—
GOVERNANCE STRATEGY
Review Council accommodation and technology to ensure an effective workplace $900,000 $900,000 $- $- S— S—
environment and alignment with new ways of working following the COVID pandemic.
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Attachment 10.3.4

Organisational Improvement Plan

Council’s current financial position will not support the level of service and infrastructure enjoyed by the community in
past decades. The costs associated with the North Sydney Olympic Pool Redevelopment Project have placed significant
pressure on Council’s reserves and infrastructure renewals. Ongoing operating costs, including the repayment of over $50
million in debt will result in ongoing operating deficits. Other factors such as declining revenue streams associated with car
parking, fines and advertising, along with cost shifting from other levels of government further exacerbate forecast
deficits. This position is not sustainable and requires structural change.

This organisational improvement plan forms one of the key elements to support a proposed special rate variation (SRV)
application. Council has undertaken a review of the organisation to identify and implement savings initiatives. Council is
also undertaking service reviews to identify further improvement opportunities that will deliver further cost savings and/or
revenue increases.

Council has been on an improvement journey and remains committed to continuing with savings, productivity and
revenue generation initiatives. This improvement plan and the ongoing service reviews focus on cost containment and
productivity improvements that have been implemented by Council in the past or presently, as well as further
opportunities for improvement in the future.

The objectives of this organisational improvement plan and ongoing service reviews are:
¢ long-term financial sustainability for Council
® arange of productivity improvements

e demonstrate to the Independent Pricing and Regulatory Tribunal (IPART) and the community that Council has
considered a range of productivity improvements, cost savings and revenue increase measures

e demonstrate to IPART and the Office of Local Government (OLG) that Council has a prioritised program of ongoing
service reviews aimed at continuous improvement and optimisation of its services

e productivity improvements as a means of reducing the amount of any SRV affecting the community.

This report outlines the initiatives that have been undertaken or are being considered by Council. It specifies what the cost
saving is likely to be and whether this is a recurring or one-off saving.

Some initiatives may not lead to a cost saving but provide productivity or efficiency gains for the organisation.
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Service Review Framework

The service review framework is a structured approach used by Council to assess and improve the efficiency, effectiveness
and relevance of the services we provide to the community.

This framework guides regular evaluations of our operations, ensuring they align with community expectations, statutory
obligations and strategic priorities.

Each review assesses current performance, explores cost-saving opportunities, and considers alternative delivery options
to enhance service quality.

Benchmarking with similar councils, conducting cost-benefit analyses, and engaging stakeholders are integral to the
process.

Through this framework, we are committed to optimising resources and delivering value as we pursue continuous
improvement.

As part of our Integrated Planning and Reporting framework, these are reported through our four-year Delivery Program
and one-year Operational Plan.

Over time, all Council services will be reviewed. We are initially targeting a review of three services each financial year.

This year we have reviewed Street Sweeping, the North Sydney Oval and Development Assessment. The review of the
North Sydney Oval is particularly expected to improve efficiency and revenue from the venue.

In 2025/26 we are planning to review:
e Legal Services
® Procurement

® Tree Management

ORGANISATIONAL IMPROVEMENT PLAN
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Attachment 10.3.4

The below tables outline improvements initiatives. They are grouped into:

e pastimprovements, largely implemented in the last two years

e currentimprovements, in progress to be implemented in the next year

e future improvements, under evaluation to be implemented in next two years

Further details on each initiative are provided below in each table.

Past Improvements

Past improvement

Efficiency gains /

Cost saving / revenue Cost saving / revenue

Organisational realignment

productivity improvements

gain prior to 2024/25 gain post 2024/25
$2,300,000

Solar power $117,000 $100,000
Digital rates notices $25,000

Digital business papers $5,000

Internal borrowing to reduce $835,725

ongoing borrowing costs

Excess leave management $101,000

Heat pump upgrades $50,000

Cybersecurity system consolidation $101,000

Mobile telephone network provision $60,000

TOTAL $3,594,725 $100,000

The above costs all represent ongoing annual savings.

Organisational realignment

Starting in early 2023, Council reviewed its operating model with a view to implementing a new structure that
streamlined leadership and created more positions in areas where they were needed.

In total, over 17% or $6.39m of the total salaries and wages budget for the Council was refocused. Reducing the spend
on management-level salaries has allowed $2.3m for new resources in areas of need including compliance, parks and
gardens, sustainability, community development, organisational improvement, risk management, information

technology and customer experience.

Solar power

Council has implemented 560kw of solar panels across its sites with a plan to implement a further 260kw, resulting in

savings to our electricity expense.

Digital rates notices

Council currently delivers 35% of rates notices digitally. We anticipate this will increase to 50% with the introduction of
improved online systems and a general societal trend towards digital. This results in a cost saving to Council with the

printing and posting of rates notices.

Digital business papers

Council no longer physically prints Council meeting business papers, saving on printing expenses, staff time and petrol
costs for driving and delivering the papers to Councillors. Business papers are now available digitally online.
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Internal borrowing to reduce ongoing borrowing costs

Where Council requires funds to pay for projects or other costs, responsible borrowing from internal reserves is used first
before other forms of debt to reduce the cost of borrowing to the community.

Excess leave management

Council is currently reviewing excess leave across the organisation and ensuring staff are taking this leave. Reducing excess
leave reduces the financial burden of high leave liabilities, particularly excess leave being indexed with the Local
Government Award salary increase each financial year, and encourages staff wellbeing.

Heat pump upgrades

Council is progressively upgrading heat pumps to more efficient models, resulting in operational savings from the
increase in energy efficiency.

Cybersecurity system consolidation

In early 2024, Council moved several cybersecurity systems to a single vendor through a managed detection and
response (MDR) service. MDR provides continuous monitoring, threat detection and incident response to protect
organisations from advanced cyber threats.

The consolidation of services and systems to a single vendor provided a cost saving to Council.

Mobile telephone network provision

In August 2022, Council switched its mobile phone and data services to a new vendor at a lower price. This included a
review of accounts and a deactivation of those no longer in use.

Present Improvements

Present improvement Efficiency gains / Cost saving / revenue Cost saving / revenue

productivity improvements gain prior to 2024/25 gain post 2024/25

North Sydney Olympic Pool $1,080,000
business plan

LED streetlights $80,000

Process mapping

Development Services process
improvements

Process improvements — onboarding

Rangers and Parking - electronic
reporting

D NN N N

Greater use of Local Government
Procurement and State contracts

Review of Community Transport
service

Introduction of electronic
delegations system

TOTAL $1,160,000

The above costs all represent ongoing annual savings or increases to revenue.

North Sydney Olympic Pool business plan

The new North Sydney Olympic Pool management team has reviewed operations of the pool before it was closed for
redevelopment. The newly proposed business plan for the redeveloped facility forecasts an increase in revenue through
increasing the number of learn to swim spaces, as well as a larger gym and improved facility.
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LED streetlights

North Sydney Council has been working with Ausgrid to upgrade all streetlights across the LGA to more energy efficient
lights which, following an upfront cost, will deliver substantial ongoing annual savings.

Process mapping

Council is capturing high-priority processes across all service areas in a process mapping system to enable knowledge
transfer between staff, consistency, quality of processes, and improved communication and collaboration. In the future,
identification of process bottlenecks and redundancies will lead to opportunities for improvement and increased
efficiencies.

Development Services process improvements

Initial enhancements have been made to the lodgement and preliminary assessment processes. A major project is
currently underway to review and map all processes within Development Services, with the aim of improving
productivity, development application (DA) processing times and enhancing the customer experience.

Process improvements - onboarding

A gap analysis identified bottlenecks in the onboarding workflow leading to delays in recruiting and finalising the
onboarding of staff. Mapping of the process into our process mapping system has allowed gaps to be addressed and the
workflow streamlined.

Rangers and Parking - electronic reporting

The introduction of a new application has provided an effective way to report on various service responsibilities, such as
park patrols, unattended vehicles and dumped rubbish. This e-reporting system has led to increased transparency and
accountability, consistent reporting, reduced need for printing, and enhanced productivity.

Greater use of Local Government Procurement and State contracts

Council currently runs tenders for many of its procurement activities. This includes high value but low complexity areas
such as the hiring of infrastructure for New Year's Eve, and ongoing Microsoft licensing. Tender preparation and
evaluation take Council staff significant time to prepare, organise and assess. The contract development and negotiation
take additional time after the tender review.

By using Local Government Procurement, NSW Buy or Procurement Australia contracts, Council can procure services from
pre-qualified vendors without tendering. This will save staff significant time each year.

Review of Community Transport service

Council funds the delivery of a Community Transport service via contracted services. The current contract is due for
renewal on 1 July 2025. This service uses three Council-owned buses and provides free or heavily subsidised transport
services to community members.

Council’s current community transport arrangement is unique among similarly sized and located councils. Given changes
in ridership since the pandemic and the upcoming contract renewal, Council proposes reviewing the operations of this
service to determine if it represents maximum value to the community.

Introduction of electronic delegations system

Delegations are the formal assignment of decision-making powers from a Council to the CEO and staff. The introduction of
an electronic delegations system enhances productivity and efficiency by streamlining processes and reducing
administrative burdens. Centralising delegations in a digital platform ensures real-time updates, easy access, and
automated workflows, saving time and minimising errors. The system improves compliance by aligning delegations with
current legislation, providing audit trails, and sending alerts for legislative changes or deadlines. It allows faster decision-
making while reducing paperwork and associated costs. By mitigating risks, enhancing collaboration, and ensuring
regulatory alignment, the system enables Council to operate more effectively.
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Future Improvements

Future improvement Efficiency gains / Cost saving / revenue Cost saving / revenue

productivity improvements  gain prior to 2024/25 gain post 2024/25

Continuous Improvement N4
Framework Development

Service reviews V4

Property review V4

Systems review V4 $1,000,000
Advertising $400,000
Sponsorships and commercial $500,000
partnerships

Fleet review V4 $500,000

Events review V4

Consider sales of land $5,000,000 (one off)
Corporate overheads V4

TOTAL $2,400,000 (ongoing)

$5,000,000 (one off)

The above costs represent ongoing annual savings or increases to revenue, unless indicated otherwise.

Continuous Improvement Framework Development

The Framework, encompassing service reviews and targeted process improvements, will enhance Council’s operational
effectiveness and efficiency by systematically ensuring that resources are used, processes are streamlined, and services
remain aligned to community needs.

We are working towards benefit realisation of $20m through continuous improvement initiatives by 2035.

Service reviews

Council has drafted a service review framework that guides systematic reviews of services as part of the continuous
improvement cycle to ensure quality and cost effectiveness of services continue to meet community needs.

This will iteratively go through each section of the organisation to recommend and implement improvement initiatives.

Property review

Council has approximately $53.7m of investment properties that, in the 2023/24 financial year, produced revenue of $4.6m.
Council proposes to review this investment property with the intent of increasing revenue. This may involve the sale of
some property or the acquisition of new investment property.

System review

Council currently uses several business systems to support our operations. The systems in use are not contemporary and
do not enable the organisation to be efficient and offer a high-quality customer or user experience.

Several processes are done manually, limiting staff ability to increase productivity. Data quality is limited with manual
entry across multiple systems, and customer experience is challenged with limited self-service and no customer
relationship management (CRM) system.

Implementing a modern business system and CRM will enable Council to be more productive and provide a better-quality
experience to our employees and customers. There will be an implementation cost to doing this, but the system will
enable several ongoing benefits to the organisation.
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Advertising

Council currently generates limited revenue through advertising on its assets (primarily bus shelters). There is potential
to increase this revenue by implementing digital signage, but this requires development applications and has had mixed
support from the community.

Council will consult with the community on the potential to increase revenue gained from advertising.

Sponsorships and commercial partnerships

Council will consider sponsorships and commercial partnerships where appropriate to generate additional revenue.
This could help to pay for the cost of community events or awards, or to offset some of the expenses of running parks
and other facilities.

Fleet review

The fleet review will help improve fleet efficiency by optimising vehicle usage, reducing maintenance costs, and
minimising environmental impact.

Streamlining operations, upgrading to electric vehicles, and ensuring an appropriate fleet size will improve service delivery
and reduce operational expenses. Having switched several vehicles to electric, Council is already saving money on petrol
expenses.

To date, Council has reduced its light fleet by 10 vehicles. It is proposed to further reduce our fleet of pool cars as we
encourage greater use of active and public transport options.

Events review

Council will review its events program to ensure events are contemporary and reflective of our community, while
improving the strategic approach to ensure that the event program creates meaningful connections and engagement
and enhances the public space.

Council will consider discontinuing events that provide low value to the community.

Consider sales of land

Council holds some parcels of land with limited community value. To fund renewal of Council’s asset backlog and projects,
some of this land will be considered for sale.

Corporate Overheads

The Long-Term Financial Plan assumes no additional corporate administration costs associated with increased services
(including North Sydney Olympic Pool) and increased capital works programs. The plan assumes efficiency gains will be
achieved through improved governance and administration measures to absorb these costs.

Improvement Plan Summary

Time horizon Value

TPASEII [ 53,694,725 |
RPReSERENIN | 51,160,000

$2,400,000 (ongoing)
$5,000,000 (one off)
$7,254,725/year plus
$5,000,000 (one off)

Council will continue to maintain this organisational improvement plan as additional improvement initiatives are
identified.

ORGANISATIONAL IMPROVEMENT PLAN
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Executive summary

North Sydney Council (‘Council’) is currently considering an application for a special variation (‘SV’) to rates,
and Council has released four rate rise options to the community (which excludes the base case of rate peg
only). These options are designed to help improve Council’s financial strength and sustainability, with options
23, 2b and 3 also providing additional funding for planning and delivering of new and upgraded infrastructure
and increases to services.

The options it is considering, which all include a rate peg for 2025/26 of 4%, and a rate peg of 3% in both
2026/27 and 2027/28, are:

o Option 1 proposes a 50% increase in 2025/26 and 5% increases in 2026/27 and 2027/28, and results
in a cumulative increase of 65.38% by 2027/28, including rate peg.

o Option 2a proposes a 45% increase in 2025/26, 29% increase in 2026/27 and the rate peg in 2027/28,
and results in a cumulative increase of 87.05% over the two-year SRV implementation period.

» Option 2b proposes a 75% increase in 2025/26, inclusive of the rate peg, and then rate peg only
increases for 2026/27 and 2027/28. The cumulative rate for the one-year SRV implementation period
is 75%.

o Option 3 proposes a 60% increase in 2025/26, 20% increase in 2026/27 and a 10% increase in
2027/28, and results in a cumulative increase of 111.20% by 2027/28, including rate peg.

» Base case (do nothing) consists of rate peg increases only, resulting in a cumulative increase of 10.3%
by 2027/28. This is not considered to be a financially sustainable option.

It is noted that option 2a is the staff recommended option.

About this report

This report provides an analysis of a wide range of socio-economic factors and other data and evaluates the
general financial capacity of ratepayers to pay the proposed rate changes. It also considers the financial
vulnerability and exposure of different community groups within the local government area (LGA).

It analyses both LGA-wide data along with resident-specific data from four geographic groupings within the
North Sydney LGA. These groupings have been selected because they have aligned geographic and socio-
economic characteristics - utilising data from the North Sydney Council Community Profile.!

These groupings are:
o Cammeray-Cremorne
e Kirribilli-Milsons Point-McMahons Point
« Neutral Bay-Cremorne Point-Kurraba Point
s North Sydney-Crows Nest
«  Wollstonecraft-Waverton.

A breakdown of the suburbs included within each grouping is detailed on pages 5 and 6 of this report.

1.id (informed decisions), October 2024. North Sydney Council - Community Profile, Social Atlas, Economic Profile. (Sourced from:
https://profile.id.com.au/north-sydney)

© Morrison Low 1
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About the North Sydney LGA

North Sydney Council is predominantly a residential area, but also has substantial commercial areas. Over
two-thirds of housing is medium-density (units, townhouses, semi-detached dwellings and terrace houses).
The Council area encompasses a total land area of about 10.5 square kilometres. Major features of the
Council area include the North Sydney CBD, Admiralty House, Kirribilli House, Luna Park, HMAS Waterhen,
Cammeray Golf Course, North Sydney Olympic Pool, North Sydney Oval, Primrose Park, Waverton Park,
North Sydney Circle Walk, TAFE NSW Northern Sydney Institute (Bradfield Senior College), The Northern
Sydney Institute (Crows Nest Campus), Australian Catholic University (North Sydney - MacKillop Campus),
The Mater Hospital, Coal Loader Centre for Sustainability and the Sydney Harbour Bridge.

The LGA is characterised by a relatively high socioeconomic status, low unemployment rate, lower residential
and business rates, and low levels of outstanding rates. All suburbs in the LGA have lower disadvantage
levels, and greater advantage levels, compared to the Greater Sydney, NSW and Australian results.

Grouping analysis for residential ratepayers

All groupings have significant levels of advantage, as demonstrated by high levels of household income, high
socio-economic scores and high levels of home ownership. Each grouping is ranked within the top 1% of
areas in Australia for advantage according to the Socio-Economic Indexes for Areas (SIEFA) and Index of
Relative Socio-Economic Advantage and Disadvantage (IRSAD).

At the end of 2027/28, residential ratepayers in the Kirribilli-Milsons Point-McMahons Point and Cremorne-
Cammeray groupings would be paying an average, depending on the SV option, between $201 and $377 per
year (for three years) more than they would have under the normal rate increases. Noting that for option 2a
the increases are focused in the first two years, with the third year a rate peg increase only. For option 2b,
which is a one-year SV option, the increase would be between $844 and $827 in the first year and then
would increase at the rate peg for the remaining two comparison years. North Sydney-Crows Nest and
Wollstonecraft-Waverton would be paying between $171 and $314 each year for three years (or $704 to
$741 for option 2b over one-year). Neutral Bay-Cremorne Point-Kurraba Point sits at the median of the
groupings for average residential rates and would see an increase between $197 and $361 each year for
three years (or $810 under option 2b).

Due to the high levels of advantage and relatively low potential for mortgage and rental stress, in addition to
comparably low levels of pensioners and individuals requiring core assistance, it is considered that there is
capacity to pay across all groupings. The application of an appropriate hardship policy remains an important
consideration in the implementation of any rate increase, to ensure that vulnerable ratepayers are not
marginalised.

© Morrison Low 2
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Business rates

On average, business ratepayers across the LGA will receive an increase between $3,840 and $7,079 over
three years (with option 2a focused over two years and option 2b a $5,274 increase over one year),
depending on the SV option selected. From all the groupings, North Sydney-Crows Nest would receive the
highest average increase in rates of between $4,645 and $8,512 over three years (with a $6,948 increase
over two years under option 2a and a $6,357 increase over one year under option 2b). This grouping contains
55% of the LGA’s business ratepayers, however, due to the very positive indicators for the business
community within the LGA, particularly within the suburb of North Sydney, as outlined below, it is considered
that there is capacity to pay within this grouping.

At an overall level, North Sydney’s average business rates currently sit towards the higher end (using 2023
OLG time series data) when compared against comparable councils. Under the proposed scenarios, business
rates will move to the top end of this grouping of comparable councils. The substantial increase in jobs
(19,061 FTE) and value added by industry ($6.14 billion) within the LGA over the past ten years, in addition to
the high business rents per square metre in North Sydney and St Leonards, indicate a very healthy,
competitive and vibrant economy within the North Sydney LGA. We would therefore consider that there is
capacity within the business community to absorb the potential rate rises.

Rate rise choice

Council is considering two permanent three-year SV options from 2025/26 to 2027/28, one two-year SV
option for 2025/26 and 2026/27, and one one-year SV option for 2025/26, in addition to not applying an SV
(base case or do nothing — rate peg only). The four proposed SV increases are, for the one-year option 2b a
75% increase (with rate peg increases for the following two years), for the two-year option 2a an 87.05%
cumulative increase over two years (with rate peg increase for the following year), and for the three-year
options, 65.38% for option 1 and 111.2% for option 3, both as cumulative over three-years.

Option 2a is the staff recommended option, and it is considered that ratepayers have the capacity to pay the
rate increases proposed under this option. However, Council will need to consider the community feedback,
the need to improve financial sustainability and a wide range of other factors in making its final decision on
its preferred SV option.
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Introduction

This report provides an analysis and evaluation of relative wealth and financial capacity; it looks at the
financial vulnerability and exposure of different community groups within the LGA.

Key considerations include:
regions of social disadvantage

particularly vulnerable groups of individuals

patterns of household expenditure.

These findings will then be compared to proposed changes in rates to identify whether there are any groups
or individuals that are being particularly impacted and/or marginalised.

Data for this review was obtained from the following sources:
Australian Bureau of Statistics 2016 and 2021 Census Data — Data by Regions.

Profile ID — North Sydney Council Community/Social/Economic Profiles.

February 2016 — Housing and Homelessness Policy Consortium (ACT Shelter, ACTCOSS, Women’s
Centre for Health Matters, Youth Coalition of Act) — Snapshot: Housing stress and its effects.

Background

For the purposes of this report, the North Sydney LGA is divided into five groupings. Council is looking to
ensure that equity is maintained between areas, as each area has differing economic and socio-economic
profiles. A summary of the groupings and the suburbs they encompass has been provided in the following
table 2 and figure 1.

Table 1 North Sydney Council area grouping summary

(g L oputon [subures |

Cammeray-Cremorne (identified green on map) 18,351 Cammeray, Cremorne

Kirribilli, McMahons Point, Milsons Point -

Kirribilli-Milsons Point-McMahons Point (blue) 14,891
Lavender Bay
Neutral Bay-Cremorne Point-Kurraba Point (yellow) 13,337 Cremorne Point, Kurraba Point, Neutral Bay
North Sydney-Crows Nest (grey) 11,279 Crows Nest - St Leonards, North Sydney
Wollstonecraft-Waverton (pink) 11,096 Waverton, Wollstonecraft
North Sydney Council total 68,954
© Morrison Low 4
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Figure 1 North Sydney Council area map
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Methodology

Our methodology in examining the relative wealth between the different areas focuses on the following:

Areas of social disadvantage

We will first investigate the different characteristics and make up of each area to determine whether
there are any particular areas of social disadvantage. This will include an investigation into:

— the age structure of each region
— the typical make up of each household
— household income, including the effect of dependants
—  SEIFA rankings.
Particularly vulnerable groups of individuals

We will then investigate whether there are any particular groups within each area that, despite the
overall wealth of the area, would be particularly vulnerable and affected by a change in rates. These
include:

— persons who have or need core assistance
— individuals who are currently unemployed
— households currently under housing stress
— pensioners.

Patterns in household expenditure

We will then examine trends in household expenditure and discuss what impacts they may have on
an individual’s ability to pay.

Industry
We will then compare employment by industry type, as well as value added by industry sector and

the key productive sectors.

We will then compare these findings to the proposed rating changes, to determine whether there are any
particular groups or individuals that would be significantly impacted. Our analysis will also compare with the
average rates of other Group 3 and neighbouring councils, in addition to outstanding rates ratios and other
factors that can help indicate whether the North Sydney community has a willingness to pay increased rates.

© Morrison Low 6
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Areas of social disadvantage

Each area has differing demographic characteristics, and we first want to identify ‘who are the people’ that
make up each area, ‘what do they do’ and ‘how do they live’.

Service age groups

Age profiles are used to understand the demand for age-based services as well as the income-earning status
of the population. Data has been broken into groups that are reflective of typical life stages. This provides
insight into the number of dependants, size of the workforce and number of retirees in each area.

Figure 2 Service age groups
North Sydney Council age profile by area

Elderly aged (85 and over)

Seniors (70 to 84)

Empty nesters and retirees (60 to 69)

Older workers and pre-retirees (50 to 59)
Parents and homebuilders (35 to 49)

Young workforce (25 to 34)

Tertiary education and independence (18 to 24)
Secondary schoolers (12 to 17)

Primary schoolers (5 to 11)

Babies and pre-schoolers (0 to 4)

I'||'H'|ll||“'

0% 5% 10% 15% 20% 25% 30%

Wollstonecraft-Waverton North Sydney-Crows Nest
 Neutral Bay-Cremorne Point-Kurraba Point ® Kirribilli-Milsons Point-McMahons Point

B Cammeray-Cremorne
Grouping these results in terms of the following categories, dependants (0-17 years), workforce (18-59
years), and retirees (60-85+ years), and ranking them in terms of proportion of population (with one
representing the largest proportion) generates the following results.
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Table 2 Service age rankings

Kirribilli- Neutral Bay-
Cammeray- Milsons Point- Cremorne North Sydney- ] Wollstonecraft-
Cremorne McMahons Point-Kurraba Crows Nest Waverton
Point Point
Dependents 1 5 2 4 3
Working age 5 4 3 1 2
Retirees 3 1 2 5 4

At an LGA level, there is a notably higher proportion in the working age group (64%), compared with the
Greater Sydney average of 58% and North Sydney Regional Organisation of Councils (NSROC) average of
56%. This is particularly due to a higher percentage of young workforce (25 to 34) at 21% compared to the
NSROC average of 13% and greater Sydney of 16%. Conversely there is a much lower proportion in the
dependents age group (15%), compared to the NSROC average (21%) and Greater Sydney and NSW averages
(both 22%). This is mainly caused by a lower proportion in the primary schooler and secondary schooler
groupings.

Looking into specific areas, we observe the following:

Cammeray-Cremorne — has the highest proportion of dependents (19%), however this is still below
the NSROC and Greater Sydney averages (21% and 22% respectively), and it has the lowest
proportion of working age (59%), however this is still above NSROC and Greater Sydney averages
(56% and 58% respectively).

Kirribilli-Milsons Point-McMahons Point — has the lowest proportion of dependents (8%) and the
highest proportion of retirees (30%), which is notably above the North Sydney LGA, NSROC and
Greater Sydney averages (22%, 23% and 20% respectively).

Neutral Bay-Cremorne Point-Kurraba Point — second highest for dependents (15%) and retirees
(23%).

North Sydney-Crows Nest — has the highest proportion of working age (71%) and lowest proportion
of retirees (16%), which is notable lower than NSROC and Greater Sydney (23% and 20%).

Wollstonecraft-Waverton — has the second highest proportion of working age (64%) and second
lowest proportion of retirees (22%).

Household types
Alongside the age structure of each region, it is important to determine the typical trends in the make-up of

households. This provides a complete picture of the people, families and communities in each area. A
summary of household type is provided in the following figure.
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Figure 3 Household composition
North Sydney Council Household Composition (2021)

Visitor only households

Other not classifiable household
Lone person

Group household

Other families

One parent families

Couples without children

Couples with children

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Wollstonecraft-Waverton North Sydney-Crows Nest
M Neutral Bay-Cremorne Point-Kurraba Point ® Kirribilli-Milsons Point-McMahons Point

B Cammeray-Cremorne

Overall, the proportion of one parent households in the LGA (6%) is lower than the NSROC and Greater
Sydney averages, at 8% and 10% respectively. The proportion of couples with children in the LGA (37%) is
significantly lower than the NSROC and Greater Sydney averages (36% and 34%) and higher than the Greater
Sydney average (34%), this is predominantly a result of the very low proportion in Kirribilli-Milsons Point-
McMahons Point (11%).

The ‘lone person’ and ‘one parent family’ households are considered to be more vulnerable to the impacts of
rate increases due to a reduced/singular income stream. Combining these categories together into an ‘at
risk’ group shows that across the LGA as a whole, the at-risk group makes up 43% of the population, this
notably higher than the average for the NSROC (32%), Greater Sydney (33%) and NSW (34%). It is the lone
person grouping that causes this increase within the North Sydney LGA, as it forms a 37% proportion of
households. There is a higher proportion of ‘at risk’ households in the Kirribilli-Milsons Point-McMahons
Point grouping at 47%, particularly when compared to the Wollstonecraft-Waverton grouping which has 38%
in this category.
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Housing tenure

Analysis of housing tenure levels within the LGA allows us to identify which areas are most impacted by
changes in council rates. For example, the direct impact of a change in rates will be felt by homeowners,
whereas renters are not expected to experience such a direct increase due to the nature of lease
agreements, however there is a likelihood of rate increases being passed onto tenants by property owners
over the longer term. Furthermore, individuals in social housing will not be immediately impacted by a
change in rates, however there is potential for the social housing provider to pass some of these costs on

over time.

Table 3 North Sydney Council housing tenure

Kirribilli- Neutral Bay-
Housing Tenure - % of Cammeray- Milfons Cren}orne Wollstonecraft-
households Cremorne Point- Point- Waverton
McMahons Kurraba
Point Point
Fully owned 29% 25% 26% 17% 28% 25%
Mortgage 24% 12% 20% 19% 21% 20%
Renting - Total 43% 54% 50% 58% 48% 50%
Renting - Social housing 1% 6% 0% 1% 2% 2%
Renting - Private 42% 48% 49% 57% 46% 49%
Renting - Not stated 0% 0% 0% 0% 0% 0%
Other tenure type 1% 2% 1% 2% 2% 2%
Not stated 3% 7% 3% 4% 2% 4%
Total households 8,416 5,122 6,640 8,324 5,263 33,790

The North Sydney LGA resident ratepayer (fully owned plus mortgaged) average of 44% is significantly lower

than the NSROC (62%), Greater Sydney (59%) and NSW (61%) averages. When reviewing at an area level, the
proportion of resident ratepayers ranges widely from North Sydney-Crows Nest (36%), which is well below all
comparison averages, up to Cammeray-Cremorne (53%), which although higher is still below comparable

region averages.

The LGA has notably lower households with a mortgage (20%) compared to NSROC (31%) and Greater
Sydney (32%) — this is particularly noticeable in Kirribilli-Milsons Point-McMahons Point, which has 12% of
households with a mortgage. North Sydney-Crows Nest has the lowest proportion of fully owned homes, at
17%, whereas the overall LGA average (25%) is more inline with the Greater Sydney average (27%). Higher
levels are generally indicative of higher household wealth and therefore increased capacity to pay; however,
it is worth noting that property ownership is not always indicative of higher income or excess disposable

income.

The LGA overall has very high levels of private renters (49%), however there is a range when groupings are
compared, with Cammeray-Cremorne having a 42% proportion of private renters and North Sydney-Crows
Nest 58%. The overall LGA private renter average is well above the NSROC and Greater Sydney averages (33%
and 35% respectively). It is important to note that generally, the impact of these rates rises will not be
immediately passed onto renters due to the longer-term nature of rental agreements, however the
likelihood of longer-term rental increases, due to the increase in rates, does become more likely.

10
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Kirribilli-Milsons Point-McMahons Point contains the majority of the LGA’s social housing (52%) as 6% of its
households fall into this category; this is driven by Kirribilli which has a 12% proportion of its households
living in social housing. Residents in social housing do not pay rates and will not be immediately impacted by
the proposed SV, however it is important to acknowledge that accommodation costs may be increased by
the social housing provider over the longer term.

Equivalised household income

Equivalised household income can be viewed as an indicator of the economic resources available to a
standardised household. It is calculated by dividing total household income by an equivalence factor. The
factor is calculated in the following way:

o firstadult=1

e each additional adult + child over 15 =+ 0.5

e each child under 15 =+ 0.3.
Dividing by the equivalence factor, household income becomes comparable to that of a lone individual,
thereby making households with dependants and multiple occupants comparable to those without. By

factoring in dependants into household incomes, we are provided with a better indicator of the resources
available to a household.

As this is a relative comparison, data has been presented in quartiles; regions of disadvantage will have a
higher proportion of households in the bottom two quartiles than those of greater wealth and advantage.
These quartiles were determined by reviewing the distribution of household incomes within NSW and then
dividing them into four equal groups or quartiles.

The data has been presented in ranges for the following equivalised weekly income levels for 2021:

« Lowest: $0 - $603 — this range is representative of the bottom 25% of all equivalised household
incomes in NSW.

¢ Medium lowest: $604 - $1,096 — this range is representative of the bottom 25% - 50% of all
equivalised household incomes in NSW.

e Medium highest: $1,097 - $1,770 — this range is representative of the top 25% - 50% of all
equivalised household incomes in NSW.

e Highest: $1,771 and over — this range is representative of the top 25% of all equivalised household
incomes in NSW.

Figure 4 summarises the equivalised household income ranges for each area.

© Morrison Low 11

Council Meeting 10 February 2025 Agenda Page 275 of 817



Attachment 10.3.5

il

MorrisonLow

Figure 4 Equivalised household income

North Sydney Council - Household Equivalised Income 2021

Wollstonecraft-Waverton - _
North Sydney-Crows Nest - _
Neutral Bay-Cremorne Point-Kurraba Point || ]I I
Kirribilli-Milsons Point-McMahons Point || | | ]I I
Cammeray-Cremorne - _

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

W Lowest Lower middle ® Upper middle Highest

The LGA as a whole has significantly higher proportions in the upper two income quartiles, at 77% compared
to 55% for Greater Sydney and 67% for NSROC. All profile areas within the LGA also have at least 75% of their
households in the highest two quartiles. The LGA also has notably lower proportions in the lowest two
quartiles, at 23% compared to 45% for Greater Sydney and 33% for NSROC.

There does not appear to be much income disparity across the LGA, as shown in the following observations
from the data:

Cammeray-Cremorne has the highest proportion of in the lowest two income quartiles (25%),
whereas North Sydney-Crows Nest has the lowest proportion (22%).

North Sydney-Crows Nest has the highest proportion (78%) in the highest two income quartiles,
whereas Cammeray-Cremorne has the lowest proportion (75%).

Table 4 Comparison of equivalised household income

_ Kirribitli- | Neutral
Equivalise Milsons Bay-
d income Cammeray Point- Cremorne Wollstonecraft Greater
quartiles -Cremorne Point- -Waverton Sydney

McMahons
(2021) ) Kurraba
Point .
Point

Lowest two

west W 25% 24% 24% 22% 23% 23% 33% 45%
quartiles
Middle two 3¢ 28% 33% 33% 34% 33% 41% 48%
quartiles
Highest
two 75% 76% 76% 78% 77% 77% 67% 55%
quartiles
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Socio-economic index

The Socio-Economic Indexes for Areas (SEIFA) is an economic tool developed by the ABS to rank areas in
Australia according to their relative socio-economic advantage and disadvantage. It takes into consideration
a broad range of variables such as income, education, employment, occupation, housing, etc. and is
standardised such that the average Australian represents a score of 1000.

In our research, we explored two of the indexes published by the ABS:

Index of Relative Socio-Economic Disadvantage (IRSD)

This index ranks areas from most disadvantaged to least disadvantaged, i.e. a lower score will have a
greater proportion of relatively disadvantaged people in the area.

From this score, however you cannot conclude whether a high-ranking area will have a large portion
of relatively advantaged people, just that it has a low proportion of disadvantage.

Index of Relative Socio-Economic Advantage and Disadvantage (IRSAD)

This index considers variables of both advantage and disadvantage and, as such, scores and ranks
areas from most disadvantaged to most advantaged.

The ABS has also published the variables which have the most impact on both indices, these include:

IRSD variables of disadvantage:

low equivalised household incomes
households with children and unemployed parents
percentage of occupied dwellings with no internet connection

percentage of employed people classified as labourers.

IRSAD variables of advantage only (disadvantage similar to IRSD):

high equivalised household incomes
percentage of households making high mortgage repayments
percentage of employed people classified as professionals

percentage of employed people classified as managers.

Further analysis of these factors is provided in the discussion section. A comparison summary, including
related comparison metro and national percentiles, is provided in the table on the following page.

© Morrison Low
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Table 5 Comparison SEIFA scores and percentiles

Mosman Council area 1,109.50 1,169.0

Ku-ring-gai Council area 1,108.10 98 1,164.8 100
Lane Cove Council area 1,104.90 98 1,161.9 100
Hunters Hill Municipality 1,100.60 97 1,155.6 100
North Sydney Council area 1,096.00 96 1,164.1 100
NSROC Region 1,085.40 92 1,136.5 99
Hornsby Shire 1,082.20 91 1,115.7 97
Willoughby City 1,074.70 88 1,142.4 99
City of Ryde 1,055.20 76 1,098.9 95
Greater Sydney 1,010.00 48 1,045.0 82
Australia 1,001.20 42 1,002.6 60
New South Wales 1,000.00 42 1,016.0 67

North Sydney Council’s IRSD score of 1,096.0 is well above the NSW and Greater Sydney rankings, and
slightly above the NSROC ranking. The ranking places the LGA in the 96" percentile, meaning approximately
4% of Australian suburbs have a SEIFA ISRD ranking higher than this area (less disadvantaged), while 96% are
lower (more disadvantaged).

IRSAD includes levels of both advantage and disadvantage. North Sydney Council’s score of 1,164.1 places
the LGA into the 100" percentile, meaning it is in the top 1% of areas for advantage. A higher IRSAD score
compared to IRSD score is indicative of more opportunities within the LGA, e.g. higher equivalised incomes,
higher education levels, more employment opportunities within the area or more skilled jobs. The LGA
therefore ranks notably higher than Greater Sydney and NSW and is slightly above the percentile ranking for
the NSROC Region.

A grouping-level summary is provided in the following table.

Table 6 Grouping-level SEIFA scores and percentiles

SEIFA
_ SEIFA RSO IRSAD

Cammeray-Cremorne 1,100.50 1,162.35

Kirribilli-Milsons Point-McMahons Point 1,082.10 88 1,161.27 100
Neutral Bay-Cremorne Point-Kurraba Point 1,104.73 97 1,168.73 100
North Sydney-Crows Nest 1,093.25 95 1,169.25 100
Wollstonecraft-Waverton 1,110.75 99 1,170.45 100

Analysis at the grouping level demonstrates some slight inequity between different areas of the LGA in
relation to disadvantage. Wollstonecraft-Waverton is in the 99" percentile for IRSD scores, compared to
Kirribilli-Milsons Point-McMahons Point which is slightly lower in the 88™ percentile. Both groupings,
however, are in the 100%" percentile for IRSAD, meaning that no other areas in Australia have higher levels of
advantage. All other groupings sit within the 95" percentile or above for IRSD and all groupings are in the
100" percentile for IRSAD.
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Kurraba Point
Wollstonecraft
Waverton

Cremorne Point
McMahons Point
Cammeray

Cremorne

Crows Nest - St Leonards
Milsons Point - Lavender Bay
North Sydney

Neutral Bay

Kirribilli

1118.4
1112
1109.5
1108.3
1104.2
1103.2
1097.8
1097.3
1092.3
1089.2
1087.5
1049.8

99
98
98
97
97
%
9%
95
94
93
72

1178.7
1170.9
1170
1174.5
1172.5
1164.2
1160.5
1172.8
1175.9
1165.7
1153
1135.4

100
100
100
100
100
100
100
100
100
99

99

When scoring is considered at a suburb level, as can be seen above, it identifies that one suburb (Kirribilli)
scores lower than other suburbs within the LGA in relation to IRSD, however this is still well above the
Greater Sydney average. When advantage is also considered, Kirribilli sits within the 99" percentile, with all
suburbs sitting within either the 99 or 100" percentile. Kirribilli can therefore be considered to have some
pockets of disadvantage, however, overall is considered an extremely advantaged suburb, with substantial

opportunity and wealth.

Overall, the LGA as a whole can be considered an area with significant advantage, with all suburbs within the

LGA sitting within the top 1% or 2% of all areas within Australia.
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Vulnerable groups or individuals

This section of the report considers whether there are any spatial patterns of individuals or groups who
either need additional community services or are more sensitive to a change in rates.
Workforce status

The levels of full or part-time employment and unemployment are indicative of the strength of the local

economy and social characteristics of the population.

Table 8 Community workforce status — 2021

kirribitli- | Nevtral
Milsons Bay-
Cammeray- . Cremorne Wollstonecraft-
Workforce status Point- .
Cremorne Point- Waverton
McMahons
. Kurraba
Point R
Point
Employed 97% 96% 96% 97% 97% 97%
Employed full-time 66% 68% 67% 71% 70% 68%
Employed part-time 24% 22% 22% 19% 21% 21%
Employed, away from work 7% 6% 7% 7% 6% 7%
Unemployed (Unemployment rate) 3% 4% 4% 3% 3% 3%
Looking for full-time work 2% 3% 2% 2% 2% 2%
Looking for part-time work 1% 1% 2% 1% 1% 1%
10,799 5,644 8,468 10,763 6,980 42,668

Total labour force
Note: Pensioners and other non-participants are not included in the total labour force.

In 2021, unemployment within the LGA (3%) was slightly below the averages for the NSROC (4%), Greater
Sydney and NSW (both 5%). The unemployment rate average is relatively consistent across all groupings,
with Kirribilli-Milsons Point-McMahons Point and Neutral Bay-Cremorne Point-Kurraba Point both more in

line with the NSROC average at 4%.
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Pensioners

A distinction is made between retirees, and eligible pensioners. To be classified as a pensioner for the
purposes of receiving rates rebates, ratepayers must be receiving Centrelink payments such as the age
pension or have partial capacity to work such as having a disability, being a carer or being a low-income
parent. These individuals have reduced income streams and can be vulnerable to financial shocks and price
rises. The following table shows the number of assessments receiving pensioner rebates compared to the
total number of assessments for that area.

Table 9 Number of pensioner assessments

. . Statutory pensioner Statutory pensioner
Number of pensioner properties Total assessments yp ypP
assessments assessments %
571

Cammeray-Cremorne 8,970 6%
Kirribilli-Milsons Point-McMahons Point 5,814 126 2%
Neutral Bay-Cremorne Point-Kurraba Point 7,402 351 5%
North Sydney-Crows Nest 9,390 323 3%
Wollstonecraft-Waverton 5,698 282 5%
North Sydney LGA 37,274 1653 4%

It is observed that the grouping with the largest proportion of pensioners is Cammeray-Cremorne (6%),
which has almost 35% of the LGA’s pensioners (571 individuals). Kirribilli-Milsons Point-McMahons Point has
the lowest proportion and number of pensioner rebates, at 2% or 126 individuals, which is lower than the
LGA average of 4%. The Group 3 council average proportion of residential pensioners is 10%, with a range
from 21% to 4%, therefore North Sydney sits at the lowest end for proportion of pensioners when
compared to other similar councils.

Eligible pensioners have access to mandatory rebates (up to a maximum of $250 per year) on their rates.
North Sydney Council also offers a voluntary rebate on the domestic waste charge, which is separate to the
mandatory rebate offered on general rates.

Core assistance
Table 12 highlights the areas within the LGA that have higher concentrations of people who need assistance

in their day-to-day lives with self-care, body movements or communication — because of a disability, long-
term health condition or old age.

2 Office of Local Government, ‘Time Series Data 2022-2023’. Retrieved from: https://www.olg.nsw.gov.au/public/about-
councils/comparative-council-information/your-council-report/.
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Table 10 Number of people requiring core assistance

Cammeray-Cremorne 419 2%
Kirribilli-Milsons Point-McMahons Point 301 3%
Neutral Bay-Cremorne Point-Kurraba Point 310 2%
North Sydney-Crows Nest 394 2%
Wollstonecraft-Waverton 301 3%
North Sydney LGA 1,713 2%

We observe that Kirribilli-Milsons Point-McMahons Point and Wollstonecraft-Waverton have a slightly higher
proportion (3%) of individuals requiring assistance compared to the remaining three groupings (2%). The LGA
overall is below the NSROC (4%), Greater Sydney (5%) and NSW (6%) averages.

Housing stress
The National Centre for Social and Economic Modelling (NATSEM) defines households experiencing ‘housing
stress’ as those that satisfy both of the following criteria:

equivalised household income is within the lowest 40% of the state’s income distribution

housing costs (i.e. mortgage and/or rent repayments) are greater than 30% of household income.

Research funded by the ACT Government on housing and homelessness issues in the ACT found that due to
financial pressures:

19% of households facing housing stress compromised a lot on their grocery spend over a 12-month
period

24% of households facing housing stress found rent/mortgage repayments quite/very difficult in the
last three months.

Households facing housing stress are highly likely to be under significant financial stress and vulnerable to
sudden increases in council rates.

Mortgage stress
A comparison of households where mortgage costs exceed 30% of income is as follows.

Table 11 Households where mortgage costs exceed 30% of income

Households with mortgage costs >30% of income Number of households

Percent %

(2021) with a mortgage

Cammeray-Cremorne 353 2,063 17%
Kirribilli-Milsons Point-McMahons Point 128 605 21%
Neutral Bay-Cremorne Point-Kurraba Point 209 1,311 16%
North Sydney-Crows Nest 307 1,539 20%
Wollstonecraft-Waverton 161 1,080 15%
North Sydney LGA 1,169 6,597 18%
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Overall, 1,169 (18%) households have mortgage costs exceeding 30% of their household income, below the
NSROC and Greater Sydney averages (both 20%). Kirribilli-Milsons Point-McMahons Point has the highest
proportion of all groupings at 21% (605 households) followed by North Sydney-Crows Nest at 20%. Both
groupings, however, have more than 75% of households within the top two equivalised income groupings,
therefore there is not a substantial concern of potential mortgage stress in either grouping.

Rental stress

Although renters are not usually immediately directly affected by an increase to council rates, there is
generally considered to be a flow-on effect whereby landlords can pass on rate increases to the tenant via an
increase in rental payments. It is therefore important to also consider rental stress and any areas within the
LGA where this may be higher.

The following table compares the proportion of households with rental payments greater than 30% of
household income.

Table 12 Households where rental costs exceed 30% of income

Households with rental costs >30% of income (2021) housli:Z::rr:;ting Percent %
Cammeray-Cremorne 1,031 3,562 29%
Kirribilli-Milsons Point-McMahons Point 835 2,728 31%
Neutral Bay-Cremorne Point-Kurraba Point 947 3,289 29%
North Sydney-Crows Nest 1,202 4,756 25%
Wollstonecraft-Waverton 564 2,497 23%
North Sydney LGA 4,589 16,824 27%
NSROC 25,780 78,747 33%
Greater Sydney 231,957 657,317 35%
NSW 335,404 944,585 36%

Across the LGA, 16,824 (27%) households have rental costs exceeding 30% of their household income, which
is below the NSROC and Greater Sydney averages (33% and 35% respectively). Kirribilli-Milsons Point-
McMahons Point has the highest proportion of all groupings at 31% (2,728 households), however it also has
76% of households in the highest two income quartiles, therefore it does not suggest that there would be a
significant concern of rental stress within this grouping.
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Trends in cost of living

The cost of living can best be described as the cost of maintaining a certain standard of living. Identifying
trends in future costs, particularly with regards to discretionary and non-discretionary income. The following
table presents the changes in typical household expenditure throughout the North Sydney LGA over a five-
year period.

Table 13 Five-year comparison of cost of living in North Sydney Council LGA3

202323 Soir/1s

Household
() 0, 0,
expenditure (totals) $ per % of $ per % of S per % of 7
household | expenditure | household | expenditure | household | expenditure

Food $16,670 9% $16,525 9% $145 0% 1%
Alcoholic beverages
& tobacco $7,127 4% $8,700 5% -$1,573 -1% -18%
Clothing & footwear $7,412 4% $6,278 3% $1,134 1% 18%
Furnishings &
equipment $8,371 4.7% $8,132 4.4% $239 0% 3%
Health $10,592 6% $9,034 5% $1,558 1% 17%
Transport $18,428 10% $21,705 12% -$3,277 -1% -15%
Communications $3,372 2% $2,944 2% $429 0% 15%
Recreation & culture $18,501 11% $18,222 10% $279 1% 2%
Education $5,457 3% $5,344 3% $113 0% 2%
Hotels, cafes &
restaurants $14,622 8% $15,386 8% -$764 0% -5%
Miscellaneous goods
& services $23,193 13% $24,400 13% -$1,206 0% -5%
Housing $38,256 22% $42,226 23% -$3,970 -1% -9%
Utilities 54,788 3% $4,997 3% -5209 0% -4%
$176,790 100% $183,894 100%

Net savings $38,778 18% $30,699 14% $8,080 4% 26%
Total disposable

income $215,568 0% $214,592 (057 $976 0% (057
Non discretionary $104,407 59% $105,741 57% -$1,334 2% -1%
Discretionary $73,319 41% $79,646 43% -$6,327 -2% -8%

*Non-discretionary spending includes the following categories: food, clothing and footwear, health, transport, communications,
housing and utilities.

3 National Institute of Economic and Industry Research (NIEIR), 2021. Compiled and presented in economy.id by. Data based on 2016-
17 price base for all years. NIEIR-ID data are inflation adjusted each year to allow direct comparison, and annual data releases adjust
previous years’ figures to a new base year.
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Table 14 shows over the five-year period, total disposable income across the LGA has increased by an
average of $976 (0.5%) and net annual savings have increased by $8,080 (26%). Total expenditure has
reduced by 4% with an 8% decrease in discretionary spending. This is mirrored across Greater Sydney and
NSW, where discretionary spending has also reduced by 5% for both regions. However total disposable
income has decreased in both NSROC and Greater Sydney, by $1,640 or a reduction of 1% for Greater Sydney
and $2,372 or a reduction of 1.1% for the NSROC region. In NSW total disposable income has increased by
1% or $1,179.

Industry

In 2023, the main industries in order of employment (as full-time equivalent - FTE) remain professional,
scientific and technical services (36.1%), information media and telecommunications (11.9%), financial and
insurance services (10.9%), construction (7.0%) and health care and social assistance (5.3%). Since 2013,
information media and telecommunications has moved ahead of financial and insurance services to become
the second highest employing sector within the LGA. This differs to Greater Sydney, where health care and
social assistance has become the second highest employing industry for 2023 (also behind professional,
scientific and technical services). The most recent data indicates the following trends, over the ten years
from 2013 to 2023, in these core sectors:

« professional, scientific and technical services jobs have increased by 9,564 FTE
« information media and telecommunications jobs have increased by 5,831 FTE
s construction roles have increased by 3,045 FTE

» financial and insurance services jobs have increased by 1,885 FTE

e health care and social assistance roles have increased by 1,066 FTE

» additionally, the largest decrease has been seen in accommodation and food services, where jobs
have decreased by 1,160 FTE

» overall, there are 19,061 more jobs within the LGA in 2023 when compared to 2013.

It is noted that 28.7% of North Sydney Council’s resident workers work within the LGA, with 71.3% (or 29,347
resident workers) travelling outside the LGA to work - mainly to City of Sydney, Willoughby, Ryde and
Northern Beaches LGAs.

Professional, scientific and technical services remain the most productive industry for the North Sydney LGA,
generating 27% of the region’s value (as value added) which is double the proportion it generates for Greater
Sydney (12.9%). This is an increase of $1.78 billion since 2012/13, when it contributed 26.2% for the North
Sydney LGA. Information Media and Telecommunications is now the second most valuable industry for the
area, at 20.5% compared to 6.5% in 2012/13, with an increase of $3.42 billion in value added to the
economy. Financial and insurance services (+$101.7 million) and construction (+$476.4 million) have both
dropped from second and third respectively in 2012/13, to third and fourth respectively in 2022/23.
Administrative and Support Services has dropped from fourth to fifth place, with a gain of $128.2 million
value added.
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The overall value added by industries for the North Sydney LGA has increased by $6.14 billion since 2012/13,
which, when combined with the significant increase in full-time equivalent jobs of 19,061, highlights a
significant level of increasing opportunity and advantage within the area. The increasing number of local jobs
also makes North Sydney the fastest growing local economy within Greater Sydney.* It is also notable that
the suburbs of North Sydney and St Leonards have the second and third highest average business rents in
Greater Sydney (behind the City of Sydney), at $8,552 and $6,453 per square metre respectively.

Table 14 Value added by industry sector®

Change
2022/23 2012/13

Industr
E Greater Greater | 5012/13 -

Sydney % syf';'ey 2022/23
(]

Agriculture, Forestry and

B 28.60 0.1 05 18.90 0.1 0.4 9.70
Fishing
Mining 335.00 16 0.8 385.10 25 0.7 -50.00
Manufacturing 453.20 21 6.4 532.10 35 8.7 -78.90
Electricity, Gas, Water and 107.10 05 17 281.30 1.8 2.4 -174.20
Waste Services
Construction 1,891.90 8.8 7.8 1,415.50 9.2 7.6 476.40
Wholesale Trade 629.90 2.9 5.5 513.30 33 58 116.60
Retail Trade 429.20 2.0 46 291.20 1.9 5.0 138.00
Accommodation and Food 279.80 1.3 26 289.60 1.9 2.7 -9.80
Services
Transport, Postal and 364.40 17 6.7 485.60 3.1 7.7 -121.20
Warehousing
i1 LAEele Eoe 4,421.10 20.5 5.7 1,003.80 6.5 3.8 3,417.30
TeleCOmmUnlCathnS
RN el 2,591.90 12.0 14.5 2,490.20 16.1 15.3 101.70
Services
Rental, Hiring and Real Estate 5, 43 4.6 704.00 4.6 43 227.20
Services
Professional, Scientific and 5,827.80 27.0 12.9 4,047.50 262 10.6  1,780.30
Technical Services
ALl Gl SRR SRS 1,336.40 6.2 5.2 1,208.20 7.8 4.9 128.20
Services
PUBLS il S LD el 520.70 24 5.1 502.10 33 5.0 18.70
Safety
Education and Training 501.90 2.3 5.3 505.70 3.3 5.7 -3.90
Health Care and Social 590.10 2.7 7.6 441.90 2.9 6.4 148.20
Assistance
Arts and Recreation Services 124.40 0.6 0.9 105.10 0.7 1.0 19.30
Other Services 197.50 0.9 1.5 201.60 1.3 2.0 -4.00
Total industries 21,562.20  100.0 100.0  15,422.70  100.0  100.0  6,139.60

4 SGS Economics and Planning (2024), ‘Discussion Paper Economic Development - North Sydney’s next ten years’. Retrieved at:
https://yoursay.northsydney.nsw.gov.au/economic-development-study.
5 NIEIR, 2021. Compiled and presented in economy.id by.
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Council’s Gross Regional Product was $23.37 billion in the year ending June 2023, growing 7.2% since the
previous year and increasing a substantial 36.4% since 2013. The local industry to resident’s ratio has
increased from 1.6 in 2012/13 to 1.85 in 2023, which is the highest it has been. This indicates that generally
most residents are contributing their economic productivity within the LGA, and that more residents may be
working within the LGA than in previous years.

Discussion

Our analysis shows that North Sydney Council is an extremely advantaged area, with very similar levels of
advantage across the LGA and one pocket of slightly increased disadvantage within the suburb of Kirribilli
(although noting it still has an IRSAD score in the 99'" percentile). There are some differences emerging
between the different areas, however we do not observe any notable differences in advantage across the
groupings.

Key aspects of the Cammeray-Cremorne grouping, which has an IRSD ranking in the 97" percentile, and an
IRSAD ranking (including factors of advantage) in the 100" percentile, included:

» highest proportion of dependents (19%) and lowest proportion of working age (59%), with the
lowest proportion of young workforce (16%)

» second lowest percentage of vulnerable households (42%) which are either ‘lone person’ or ‘single
parent’ households, however the highest proportion of one parent families (8%)

s a3%unemployment rate and is below the averages for NSROC and Greater Sydney as a whole
» highest proportion of resident ratepayers (fully owned and mortgaged) at 53%

« highest proportion in the lowest two equivalised income quartiles (25%) and lowest proportion in the
highest two quartiles (75%) — however both proportions are significantly improved when compared
to the NSROC and Greater Sydney averages

« joint lowest proportion of residents requiring assistance (2%)
o highest proportion of pensioners (6%).

Key aspects of the Kirribilli-Milsons Point-McMahons Point grouping, with an IRSD ranking in the 88"
percentile, and IRSAD ranking in the 100" percentile, are:

» lowest proportion of dependents (8%) and second lowest proportion of working age (62%), with the
highest proportion of retirees (30%)

» highest proportion of vulnerable households (47%), with the highest proportion of lone person
households (42%)

» joint highest unemployment rate (4%) which is in line with the average for the NSROC region
» second lowest proportion of resident ratepayers (37%)

« second highest proportion in the lowest two equivalised income quartiles (24%) and second lowest
proportion in the highest two quartiles (76%) — however both proportions are significantly improved
when compared to the NSROC and Greater Sydney averages

» joint highest proportion of residents requiring assistance (3%), however this is still below the NSROC
average

o lowest proportion of pensioners (2%)
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highest proportion of households with both mortgage costs and rental costs exceeding 30% of
income, however there is not a significant concern of potential mortgage stress due to the high levels

of equivalised income.
Key aspects of the Neutral Bay-Cremorne Point-Kurraba Point grouping, with an IRSD ranking in the 97t
percentile, and IRSAD ranking in the 100" percentile, are:

second highest percentage of dependents (15%) and retirees (23%)

second highest proportion of one-parent families (7%)

joint highest unemployment rate (4%) which is in line with the average for the NSROC region.
Key aspects of the North Sydney-Crows Nest grouping, with an IRSD ranking in the 95 percentile, and IRSAD
ranking in the 100" percentile, are:

highest proportion of working age (71%) and lowest proportion of retirees (16%)

joint lowest proportion of one parent families (5%)

lowest proportion of resident ratepayers (36%) and lowest proportion of fully owned homes (17%)

highest proportion of private renters (57%)
highest proportion in highest two equivalised income quartiles (78%) and lowest proportion in
bottom two quartiles (22%).

Key aspects of the Wollstonecraft-Waverton grouping, with an IRSD ranking in the 99" percentile, and IRSAD
ranking in the 100" percentile, are977:
second highest proportion of working age (64%) and second lowest proportion of retirees (22%)
lowest proportion of vulnerable households (38%) and lowest proportion of lone person (32%)
second highest proportion of resident ratepayers (49%)
second highest proportion in top two equivalised income quartiles (77%) and second lowest in the
bottom two quartiles (23%)
joint highest proportion of residents requiring assistance (3%), however this is still below the NSROC
average

lowest proportion of households with both mortgage costs and rental costs exceeding 30% of
income.
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Proposed rating changes

North Sydney Council is considering four SV options in addition to the base case or ‘do nothing’ (which is not
considered to be financially sustainable). These options are all permanent, and all include a rate peg for
2025/26 of 4%, and a rate peg of 3% in both 2026/27 and 2027/28, are:

Option 1 proposes a 50% increase in 2025/26 and 5% increases in 2026/27 and 2027/28, and results
in a cumulative increase of 65.38% by 2027/28, including rate peg.

Option 2a proposes a 45% increase in 2025/26, 29% increase in 2026/27 and the rate pegin 2027/28,
and results in a cumulative increase of 87.05% over the two-year SRV implementation period (with a

comparison 3-year cumulative rate of 92.66% including the 2027/28 rate peg). It is noted that option

2ais the staff recommended option.

Option 2b proposes a 75% increase in 2025/26, inclusive of the rate peg, and then rate peg only
increases for 2026/27 and 2027/28. The cumulative rate for the SRV implementation period is
75.00% (with a comparison 3-year cumulative rate of 85.66% including the 2026/27 and 2027/28 rate
pegs)

Option 3 proposes a 60% increase in 2025/26, 20% increase in 2026/27 and a 10% increase in
2027/28, and results in a cumulative increase of 111.2% by 2027/28, including rate peg.

Minimum rates for all the above options are the same. Proposed minimum rates for 2024/25 are
residential $1300 and business $1400. The following years minimum rates will increase by the
approved rate path, being either one of the proposed SV options or the rate peg.

Base case (do nothing) consists of rate peg increases only, resulting in a cumulative increase of 10.3%
by 2027/28.

We have reviewed average rates by grouping and rate category (noting that these do not allow for proposed
changes to minimum rates). We compare the average rates for each scenario against the “do nothing”
scenario (base case - rates to increase as normal, with rate peg only applied and no SV). The table below
summarises the four scenarios and our analysis of each scenario follows.

Table 15 SV options

opion | anss | _awe | aous

Option 1 is a cumulative increase of 65.38% at the end of
2027/28
Minimum Rate: Residential/Business

Option 2a is cumulative increase of 87.05% at the end of
2026/27*
Minimum Rate: Residential/Business

Option 2b is cumulative increase of 75% at the end of
2025/26*
Minimum Rate: Residential/Business

Option 3 is cumulative increase of 111.2% at the end of
2027/28
Minimum Rate: Residential/Business

Base case (do nothing)

50%
$1,200/$1,400

45%
$1,200/$1400

75%
$1,200/$1,400

50%
$1,200/$1,400

rate peg (4%)

5%
$1,260/$1,470

29%
$1,548/51,806

rate peg (3%)
$1,236/51,442

20%
$1,440/$1,680

rate peg (3%)

5%
$1,323/$1,544

rate peg (3%)
$1,594/51,860

rate peg (3%)
$1,273/51,485

20%
$1,584/51,848

rate peg (3%)

*For comparative purposes in the following tables, we have included the rate-peg only years for option 2a and 2b to
provide a three-year comparative increase (at a cumulative increase over three years of 92.66% for 2a and 85.66% for

2b).
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Table 16 Option 1 residential average rates impact analysis®

Annual

. Weekly [ Total average
2024/2 2027/2
B B 2027/28 increase increase increase
average Base case -

. above rate
Option 1 ( above (above rate

eg) by end
average ($) ngz)oz\;/n rate peg peg) over 3
($) (s) years

Residential - r r
esidential - average rates il T

grouping ($)

Cremorne-Cammeray 1,098 1,211 1,816 201 3.87 604

Kirribilli-Milsons Point-

McMahons Point 1,120 1,236 1,852 205 3.95 616
Neutral Bay-Cremorne

. . 1,075 1,186 1,778 197 3.79 592
Point-Kurraba Point
North Sydney-Crows Nest 934 1,031 1,545 171 3.30 514
Wollstonecraft-Waverton 984 1,086 1,627 181 3.47 542

The impact of increases in rates will be unequal across the LGA due to the variance in land value from area to
area. Those in the higher land value areas of Kirribilli-Milsons Point-McMahons Point (average to increase to
$1,852, an increase of $3.95 per week by the end of 2027/28 when compared to the base case ‘do nothing’)
as well as Cremorne-Cammeray (average to increase to $1,816, an increase of $3.87 per week by the end of
2027/28) are expected to see larger increases in average rates compared to the slightly lower land value area
of North Sydney-Crows Nest (average to increase to $1,545, an increase of $3.30 per week by the end of
2027/28).

Table 17 Option 2a residential average rates impact analysis’

Annual
2024/25 2027/28 increase || \Weekly | Total average
2027/28 increase increase
. . average Base case - . (above rate
Residential - average rates i Option 2a above (above rate
rate by do nothing T peg) by end — S
grouping ($) & of 2027/28 peg | pes
(%) years
($)
Cremorne-Cammeray 1,098 1,211 2,115 301 5.79 904
Kirribilli-Milsons Point- 1120 1236 2158 307 c.01 922
McMahons Point ! ! ’ ’
Neutral Bay-Cremorne
. . 1,075 1,186 2,071 295 5.67 885
Point-Kurraba Point
North Sydney-Crows Nest 934 1,031 1,799 256 493 769
Wollstonecraft-Waverton 984 1,086 1,896 270 5.19 810

6 Group averages are estimates based on current level of ordinary rates.
7 Group averages are estimates based on current level of ordinary rates.
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As with option 1, residential ratepayers in the slightly higher land value areas of Kirribilli-Milsons Point-
McMahons Point and Cremorne-Cammeray (averages to increase by $922 and $904 respectively, when
compared to the base case - do nothing, over three years) are expected to see larger increases in average
rates, under option 2a, compared to the lower land value areas of North Sydney-Crows Nest (total average
increase over three years of $769 or $4.93 per week) and Wollstonecraft-Waverton (average increase of
$810 over three years or $5.19 per week).

Table 18 Option 2b residential average rates impact analysis

Annual
Weekl Total
2024/25 2027/28 increase | . cexlv | Totalaverage
2027/28 increase increase
. . average Base case - . (above rate
Residential - average rates i Option 2b above (above rate
rate by do nothing SES) peg) by end —— )G
grouping (S) & of 2027/28 peg pee
($) years
($)
Cremorne-Cammeray 1,098 1,211 2,039 276 5.30 827
Kirribilli-Milsons Point-
. 1,120 1,236 2,079 281 5.41 844
McMahons Point
Neutral Bay-Cremorne
. . 1,075 1,186 1,996 270 5.19 810
Point-Kurraba Point
North Sydney-Crows Nest 934 1,031 1,734 235 4.51 704
Wollstonecraft-Waverton 984 1,086 1,827 247 4.75 741

Under option 2b, as with both options above, there will be slightly unequal increases, with residential
ratepayers in the higher land value areas of Kirribilli-Milsons Point-McMahons Point (average to increase to
$2,079 by end of 2027/28, noting this is an increase that will mainly be seen in one-year, with remaining
years rate peg only) and Cremorne-Cammeray (average to increase to $2,039, an increase of $827 by the end
of 2027/28) expected to see slightly larger increases in average rates. The median land value area of Neutral
Bay-Cremorne Point-Kurraba Point will see an average increase to $1,186, an increase of $810 by the end of
2027/28.

Table 19 Option 3 residential average rates impact analysis

——— Weekl Total average
2024/25 2027/28 increase | . v " &
2027/28 increase increase
. . average Base case - . (above rate
Residential - average rates i Option 3 above (above rate
rate by do nothing e peg) by end B I p—
grouping (S) & of 2027/28 peg peg
(S) years
($)
Cremorne-Cammeray 1,098 1,211
Kirribilli-Milsons Point-
. 1,120 1,236 2,365 377 7.24 1,130
McMahons Point
Neutral Bay-Cremorne
. . 1,075 1,186 2,270 361 6.95 1,084
Point-Kurraba Point
North Sydney-Crows Nest 934 1,031 1,973 314 6.04 942
Wollstonecraft-Waverton 984 1,086 2,078 331 6.36 993
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Under option 3, as with all options above, there will be slightly unequal increases, with residential ratepayers
in the higher land value areas of Kirribilli-Milsons Point-McMahons Point (average to increase to $2,365, an
increase of $377 per year by end of 2027/28) and Cremorne-Cammeray (average to increase to $2,319, an
increase of $369 per year by the end of 2027/28) expected to see slightly larger increases in average rates.
The lower land value area of North Sydney-Crows Nest will see an average increase to $1,973, an increase of
$314 per year by the end of 2027/28.

Business rates — impact analysis by scenario

Table 20 Option 1 business average rates impact analysis

Annual Weekly J Total average
increase increase increase
(above rate above (above rate

2024/25 2027/28
average Base case -

2027/28
Business - average rates Option 1
¢ rate by do nothing

grouping ($)

average

) peg) by end of | rate peg peg) over 3

2027/28 (S) years
2,084

Cremorne-Cammeray 3,787 4,178 6,263

Kirribilli-Milsons Point-

4,952 464 1 17.47 2,72
McMahons Point 95 >/46 8,189 909 /726
Neutral Bay-Cremorne

. . 5,266 5,810 8,709 966 18.58 2,898
Point-Kurraba Point
North Sydney-Crows Nest 8,439 9,311 13,956 1,548 29.78 4,645
Wollstonecraft-Waverton 1,987 2,192 3,286 365 7.01 1,094

The impact of increases in rates will be unequal across the LGA due to the wide variance in land value from
area to area, with those in the higher business land value areas of North Sydney-Crows Nest (average to
increase to $13,956, an increase of $29.78 per week by the end of 2027/28) as well as Neutral Bay-Cremorne
Point-Kurraba Point (average to increase to $8,709, an increase of $18.58 per week by the end of 2027/28)
expected to see larger increases in average rates compared to the lower business land value area of
Wollstonecraft-Waverton (average to increase to $3,286, an increase of $7.01 per week by the end of
2027/28). It is observed that North Sydney-Crows Nest has the highest number of business ratepayers
(1,904) and accounts for 55% of business ratepayers.

Table 21 Option 2a business average rates impact analysis

2024/25 | 2027728 | 2027/28 B | el

Annual increase

X increase increase
. average Base case - | Option 2a (above rate
Business - average rates i above (above rate
rate by do nothing average peg) by end of e peg) over 3
grouping ] (%) 2027/28 ($)
years
Cremorne-Cammeray 3,787 4,178 7,296
Kirribilli-Milsons Point-
. 4,952 5,464 9,541 1,359 26.13 4,077
McMahons Point
Neutral Bay-Cremorne
. . 5,266 5,810 10,146 1,445 27.79 4,335
Point-Kurraba Point
North Sydney-Crows Nest 8,439 9,311 16,259 2,316 44.54 6,948
Wollstonecraft-Waverton 1,987 2,192 3,828 545 10.49 1,636
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As with option 1, business ratepayers in the higher land value areas of North Sydney-Crows Nest and Neutral
Bay-Cremorne Point-Kurraba Point (averages to increase by $6,948 and $4,335 respectively, when compared
to the base case, over three years) are expected to see larger increases in average rates, under option 2a,
compared to the lower land value area of Wollstonecraft-Waverton (total average increase over three years
of $1,636 or $10.49 per week).

Table 22 Option 2b business average rates impact analysis

2027/28
Option
2b

Annual Weekly J Total average
increase increase increase
(above rate above (above rate

2024/25 2027/28
average Base case -

Business - average rates .
& rate by do nothing

grouping ($)

average [ peg) by end of | rate peg peg) over 3

2027/28 (9) years
951 . 2,853

Cremorne-Cammeray 3,787 4,178

Kirribilli-Milsons Point-

McMahons Point 4,952 5,464 9,194 1,243 23.91 3,730
Neutral Bay-Cremorne

. . 5,266 5,810 9,777 1,322 25.43 3,967
Point-Kurraba Point
North Sydney-Crows Nest 8,439 9,311 15,668 2,119 40.75 6,357
Wollstonecraft-Waverton 1,987 2,192 3,689 499 9.59 1,497

As with option 1 and 2a, business ratepayers in the higher land value areas of North Sydney-Crows Nest and
Neutral Bay-Cremorne Point-Kurraba Point (averages to increase by $6,357 and $3,967 respectively, by end
of 2027/28, noting this is an increase that will mainly be seen in one-year, with remaining years rate peg
only) are expected to see larger increases in average rates, under option 2b. The lower land value area of
Wollstonecraft-Waverton (total average increase over three years of $1,497) will see lower average
increases.

Table 23 Option 3 business average rates impact analysis

GULIEED Weekl Total average
2024/25 2027/28 increase | . i X g
2027/28 increase increase
. average Base case - . (above rate
Business - average rates . Option 3 above (above rate
rate by do nothing el peg) by end 0 ) e
i f 2027/2
grouping (S) of 2027/28 ($) S
Cremorne-Cammeray 3,787 4,178 7,998 24.49 3,820
Kirribilli-Milsons Point- 4,952 5,464 10,459 1,665 32.02 4,995
McMahons Point ! ’ ’ ! ' ’
Neutral Bay-Cremorne
. . 5,266 5,810 11,122 1,771 34.05 5,312
Point-Kurraba Point
North Sydney-Crows Nest 8,439 9,311 17,823 2,837 54.56 8,512
Wollstonecraft-Waverton 1,987 2,192 4,197 668 12.85 2,004
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Under option 3, as with all options above, business ratepayers in the higher land value areas of North
Sydney-Crows Nest (average to increase to $17,823, an increase of $2,837 per year by the end of 2027/28) as
well as Neutral Bay-Cremorne Point-Kurraba Point (average to increase to $11,122, an increase of $1,771 per
year by the end of 2027/28) are expected to see larger increases in average rates compared to the lower land
value area of Wollstonecraft-Waverton (average to increase to $4,197, an increase of $668 per year by the
end of 2027/28) and Cremorne-Cammeray (average to increase to $7,998, an increase of $1,273 per year by
the end of 2027/28).

Other rating considerations

Table 24 Estimated average actual rates for comparison councils

Estimated average rates for 2027/28*

Council Est. average Residential Est. average Business
residential ($) rank business ($) rank
Burwood 1,904 3 8,997 4
City of Canada Bay 1,386 11 4,410 12
Hunters Hill 2,739 1 1,788 14
Ku-ring-gai 1,845 6 5,232 9
Lane Cove 1,526 9 6,152 8
Mosman 1,869 4 4,063 13
North Sydney (base case - no SV) 1,112 14 7,847 6
North Sydney - SV option 1 1,665 8 11,687 2
North Sydney - SV option 2a 1,940 3 13,648 2
North Sydney - SV option 2b 1,870 4 13,121 2
North Sydney - SV option 3 2,127 2 14,926 2
Northern Beaches 1,868 5 5,014 10
Parramatta 1,245 13 15,125 1
Randwick 1,790 7 11,388 2
Strathfield 1,650 8 7,582 7
Waverley 1,413 10 8,483 5
Willoughby 1,367 12 9,053 3
Woollahra 2,014 2 4,995 11

*using a rate peg for 2026/27 and 2027/28 of 3%.

Table 24 shows estimated average rates for the 2027/28 financial year (extrapolated using rate pegs from
2023 OLG published time series data) for councils similar to North Sydney that are used for comparison.
Within this group, Council’s average residential rates under the four proposed SV options will rank between
eighth and second depending on the option, with the average residential rate $1,781 across all comparable
councils (excluding North Sydney). For business rates, North Sydney would rank second across all options,
among these comparable councils.
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Table 25 Comparison of average rates (prior to SV) and socio-economic indicators

A\{eragfe Ave.rage Median Ayerag.e annual Outstanding SIEEA
X residential business annual residential rates to X
Council . rates ratio IRSAD
rate 2024/25 rate household median household 2023/24 (%) rankin
2024/25 (9) income ($) income ratio (%) . &
North Sydney 1,040 6,724 131,248 0.41 3.74 1,164
Waverley 1,283 7,703 148,408 0.45 6.31 1,163
Willoughby 1,241 8,221 165,984 0.39 2.70 1,142
Woollahra 1,824 4,522 132,912 0.71 4.16 1,176

Table 25 provides a comparison of councils similar to North Sydney in relation to median annual household
income and SIEFA IRSAD scores. North Sydney has the lowest current average residential rate (2024/25) of
the four councils and the second lowest average business rate, before the application of any proposed SV.
North Sydney also has the second lowest average residential rate to median household income ratio, and the
second lowest outstanding rates ratio. This would indicate that there is potential to increase rates within the
LGA when compared with similarly advantaged councils.

Figure 5 Actual (2023) rates as a percentage of operating expenses for OLG Group 3 metropolitan councils

Group 3 councils: 2022/23 rates as a percentage of operating expenses
0% 10% 20% 30% 40% 50% 60%

Bayside
Blacktown
Canada Bay
Canterbury-Bankstown
Cumberland
Fairfield

Georges River
Inner West
Ku-ring-gai
Liverpool

North Sydney
Northern Beaches
Parramatta
Randwick

Ryde

Sutherland
Waverley
Willoughby
Hornsby

Mosman

Figure 5 above shows total council rates as a percentage of operating expenditure for group 3 metropolitan
councils. North Sydney is well below most of these comparable group 3 councils in 2023, having a below
average level of rates revenue as a percentage of operating expenditure. This is a strong indication that
Council’s rates are below the level required to service the community.
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Table 26 Actual outstanding rates and charges for OLG Group 3 metropolitan councils

Rates and annual charges outstanding (%) 2022/23 2021/22 2020/21

Bayside 7.2% 7.4% 8.3%
Blacktown 5.0% 4.8% 5.1%
Canada Bay 4.1% 3.9% 4.4%
Canterbury-Bankstown 6.4% 6.2% 6.3%
Cumberland 6.0% 5.6% 6.4%
Fairfield 4.2% 4.5% 4.0%
Georges River 4.4% 4.3% 4.5%
Inner West 8.6% 7.9% 8.5%
Ku-ring-gai 4.5% 4.3% 3.6%
Liverpool 7.5% 6.8% 6.2%
North Sydney 2.8% 2.9% 2.8%
Northern Beaches 3.6% 3.6% 3.9%
Parramatta 7.2% 9.7% 8.6%
Randwick 2.9% 4.5% 3.8%
Ryde 3.3% 5.0% 4.6%
Sutherland 4.7% 4.4% 4.7%
Waverley 4.4% 4.8% 4.2%
Willoughby 2.5% 2.6% 2.2%

Table 26 shows outstanding rates and charges ratios over the past three reporting years for Group 3
metropolitan councils. North Sydney’s percentage for 2023/24 is 3.74%, an increase from 2.8% in 2022/23.
The NSW benchmark for metropolitan councils is 5%, and North Sydney has consistently been below this
percentage for the past four financial years and has remained at the lowest end of the rankings, for the last
four years, when compared to similar councils — this is therefore a partial indicator of capacity and
willingness to pay.
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Conclusion

From our analysis it is apparent that there is significant advantage across the LGA, with some slightly
increased disadvantage within the suburb of Kirribilli, although this is still much lower than Greater Sydney
averages and the level of advantage within this suburb is still in the top 2% of suburbs across Australia.

All groupings have notable levels of advantage, as demonstrated by high levels of household income, high
socio-economic scores and high levels of home ownership. Each grouping is ranked within the top 1% of
areas in Australia for advantage according to the Socio-Economic Indexes for Areas (SIEFA) and Index of
Relative Socio-Economic Advantage and Disadvantage (IRSAD).

At the end of 2027/28, residential ratepayers in the Kirribilli-Milsons Point-McMahons Point and Cremorne-
Cammeray groupings would be paying an average, depending on the SV option, between $201 and $377 per
year (for three years) more than they would have under the normal rate increases. Noting that for option 2a
the increases are focused in the first two years, with the third year a rate peg increase only. For option 2b,
which is a one-year SV option, the increase would be between $844 and $827 in the first year and then
would increase at the rate peg for the remaining two compar<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>