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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.
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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;
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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.

Council Meeting 10 February 2025 Agenda Page 27 of 817



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.
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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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recommendations into
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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
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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.

© Morrison Low 23

Council Meeting 10 February 2025 Agenda Page 66 of 817



Attachment 10.3.1

il

MorrisonLow

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:
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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.

© Morrison Low 29

Council Meeting 10 February 2025 Agenda Page 72 of 817



Attachment 10.3.1

il

MorrisonLow

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.

Council Meeting 25 November 2024 Agenda

Council Meeting 10 February 2025 Agenda

Page 209 of 217

Page 82 of 817



Engagement Approach

Impact and complexity of engagement
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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
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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

Council Meeting 10 February 2025 Agenda

' DUR MEXT TEW YEARS.
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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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