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1 Introduction
This form is to be completed by councils when applying for a special variation to general income under section 508A of the Local Government Act 1993.

Councils must refer to the Division of Local Government (DLG), Department of Premier and Cabinet Guidelines for the preparation of an application for a special variation to general income in 2011/12 in completing this application form.  These Guidelines are available on the Division’s website at www.dlg.nsw.gov.au.

Note that this part of the application (Part B) must be completed in conjunction with Part A (Special Variation s508A Application Form 2011/12 – Part A).
This part of the application consists of the following sections:
· Section 2 - Special variation application overview

· Section 3 - Need for the variation

· Section 4 - Community engagement/consultation

· Section 5 - Rating structure and impact on ratepayers

· Section 6 - Financing strategy 

· Section 7 - Productivity improvements

· Section 8 - Other information (special variation history, reporting arrangements and Council resolutions)
· Section 9 – Checklist of application contents
· Section 10 - Certification by the General Manager and the Responsible Accounting Officer.

Both Part A and Part B of the application should be completed and submitted electronically to localgovernment@ipart.nsw.gov.au.  A signed copy of the certification should be scanned and attached to the same email.  All attachments should be emailed if possible.

The spaces provided in each section of this application form may be extended as necessary to fit information.  Councils are not limited in the amount of information they provide.  Each section must be completed before IPART can assess the application.  If necessary, IPART may seek further information from the council.

IPART will post all applications on its website.  Councils should also make their application available to their community through their website.

Councils are required to submit their application by cob Friday, 25 March 2011.  IPART encourages councils to submit their applications as early as possible.
Councils are also required to notify IPART of their intention to apply for a special variation under section 508A by cob Friday, 28 January 2011.
2 Special variation application overview
This section should provide IPART with sufficient information to form a general understanding of the purpose and reasons behind the application.
Include a brief commentary on:

· The reasons for the application.
· Period covered by the application.
· Financial impact of the proposed increases, including the total cumulative percentage increase (refer to Part A of the application).
· How the community will benefit.
· How the application reflects the Community Strategic Plan or Management Plan if applicable.
Background

Hornsby Shire Council, established in 1906, is one of the largest councils in NSW in terms of area (510 square kilometres) and population (160,000 people).  The most significant development took place in the post-war years.  Substantial growth occurred between 1945 and 1981 with the most rapid growth during the 1950’s and 1960’s.

Much of Hornsby Shire’s infrastructure was constructed during this period, particularly drainage, roads, community buildings and the aquatic centres.  Hence the Shire’s infrastructure is ageing, resulting in significant asset problems, a decline in service performance and escalating costs to renew and maintain.  

Reasons for the application

Between 2003 and 2007, Council developed its first asset management plans aligned to six major asset classes.  In 2010 Council undertook a comprehensive review of all its infrastructure assets and developed an asset management planning framework encompassing an Asset Management Policy, Asset Management Strategy and an overarching Asset Management Plan as part of its Resourcing Strategy.  In 2011 the six asset management plans where updated with supplementary information. (Copies attached).

Council’s asset inventory indicates that, while Council is able to operate and maintain infrastructure assets in the short term, the current level of funding for renewal of assets is 50% of what is required in the longer term (Asset Management Planning page 35).

Added to the renewal issue is the need to improve asset performance for two reasons. Firstly, much of the infrastructure was constructed at a time when there was little regard or knowledge of sustainability and environmental impacts.  For example water was considered a waste product not a harvestable resource and roads and buildings were constructed when oil and petrol were inexpensive with no thought to pollution and climate change.  

Secondly, Hornsby Shire’s population is increasing and its profile is changing.  The Shire has a tolerant and inclusive society made up of people from many backgrounds. At the same time the population is ageing with over 34% of residents aged over 55 years. The population is expected to increase to 172,000 over the next decade.  The combination of increasing age, changing needs and more people will result in increased use of the road network, increased pressure on the ageing stormwater network, increased demand for public spaces, greater use of sports grounds and ovals resulting in further degradation of surfaces and increased demand for swimming pools and other recreational infrastructure.

The infrastructure of particular concern to Council includes:

1. the deteriorating condition of the Hornsby Aquatic Centre 

2. the necessity to ensure the safety of the pedestrian overbridge leading to the Hornsby town centre

3. the need for additional recreation space for community use 

4. the dilapidated condition and inadequacy of some local facilities and essential infrastructure such as drainage 

5. the community desire for additional footpaths and cycleways.    

The estimated cost to bring all Council’s infrastructure assets to a satisfactory condition is $34.3 million (Asset Management Planning page 52).  This amount does not include the Hornsby Aquatic Centre which has an asset condition rating of 5 denoting critical, beyond repair status; nor does it include the Hornsby pedestrian overbridge which has always been considered satisfactory until recent cracking appeared. 

In consultations over the past two years regarding the future of the Shire, many Hornsby Shire residents recognised and acknowledged the condition of local infrastructure as the priority concern and an area they wish Council to focus effort towards improving. (Hornsby Shire Community Plan 2010-2020, page 14)

The challenge for Council and the Shire is how to address the problem of ageing infrastructure and achieve the outcomes desired by the community while optimising the capital and renewal investment and minimising the impact on the financial sustainability of both the organisation and ratepayers.  Community research indicated in 2009/10 and again in 2010/11 a modest rate increase (special variation to general income) as the most palatable option for funding local infrastructure improvements.
Period covered by the application

Council is seeking an increase to the ordinary rate introduced over three years of 

· 7.8% in 2011/12, 

· 6% in 2012/13 and 

· 4% in 2013/14;

(inclusive of rate pegging) in accordance with Section 508A of the Local Government Act 1993.  It is proposed that the special variations will be a permanent increase to the rate base.  

Financial impact

	Annual % increase
	Cumulative % increase
	
	Annual $ increase
	Cumulative $ increase
	
	Permissible income

	7.8%
	7.8%
	
	4,705,160
	4,705,160
	
	65,027,958

	6.0%
	14.27%
	
	3,901,677
	8,606,837
	
	68,929,635

	4.0%
	18.84%
	
	2,757,185
	11,364,022
	
	71,686,821


Note: The cumulative % increases above are taken from Worksheet 5 which includes a compounding formula in the cumulative totals.

The following table provides the forecast impact on the average rates for the three year period.

	Category
	2009/10

Rate peg
	2010/11

Rate peg
	2011/12

7.8%
	2012/13

6.0%
	2013/14

4.0%

	Residential
	$930
	$980
	$1,056
	$1,120
	$1,165

	Farmland
	$1,423
	$1,570
	$1,692
	$1,794
	$1,866

	Business
	$1,804
	$1,884
	$2,031
	$2,153
	$2,239

	Hornsby CBD
	$5,208
	$,5689
	$6,133
	$6,501
	$6,761


How the community will benefit

Structured and unstructured recreation

There are considerable benefits for providing structured and unstructured recreation opportunities as well as related personal benefits of social interaction and physical activity for all life cycle stages.  

Hornsby Council’s application for a special variation to general income is primarily about providing quality infrastructure that promotes safe physical activity such as walking and using local parks, ovals and reserves.  If the application for a special variation is approved the community will almost immediately notice improvements to local facilities such as improvements to local playgrounds and the amenities provided at local parks and ovals as well as construction of the expanded footpath network.  This will occur immediately as local projects, many nominated by the community for funding, are undertaken within the early stages of the rate variation.
Over 70 groups regularly use the courts at the Brickpit Indoor Sports Stadium at Thornleigh, with the Stadium operating at full capacity most nights of the week.  Surveys of current users indicate that any additional court space would be immediately utilised.  The Stadium was designed to allow for future extension in anticipation of the demand for court space. The provision of two additional courts will alleviate the current unmet demand for court space at peak times.  

Drainage

Drainage improvements will be noticed over time by the community as the programme of works is progressively undertaken.  Heavy rain storms occurred on two weekends February 2010 and a weekend in March 2011, resulting in many properties in Hornsby Shire being affected by flooding and inundation.  Blocked pits; blown pit lids; blocked open channels; culverts blocked by debris and boulders; trees across creek channels, and a washed away footbridge are some of the consequences of heavy rain storms.  The recent March 2011 rain storm had a lesser impact than the previous year, attributable to Council’s efforts to maintain the drainage network, however this work diverts funds and effort from the amplification and upgrade programme.

Many of the properties affected by this flooding are located on drainage systems that have previously been identified to have capacity problems.  These have been listed in Council’s major drainage projects priority list which contains 107 future major projects with a total estimated cost of $54 million (Attachment 8B).  If the special rate is approved an additional $13.5 million will be directed to renew and upgrade the drainage network in the period from 2011/12 to 2020.

Hornsby Aquatic Centre

Hornsby Pool is a valued community asset.  It was the only 50 metre pool with a grandstand in the Shire and was used extensively by local schools for annual swimming carnivals.  The pool also provided a valuable learn-to-swim service.  In the 2006 Community Research Study showed that residents consider it to be very important for Council to provide aquatic facilities, with the level of importance increased amongst families with children less than 12 years of age. 

The Hornsby Pool attracted approximately 139,000 visits per year. The pool is no longer operating having reached the end of its useful life.  Local schools and recreational swimmers have to travel further to reach a suitable aquatic facility. Community frustration is already evident with many people contacting local media about the need for a contemporary aquatic facility in Hornsby.  Planning for the replacement pool is already underway with Council embarking on community consultation to define the critical elements of a replacement facility.

Pedestrian overbridge

The pedestrian overbridge enables people to cross a busy vehicle thoroughfare and access the railway station and either side of the Hornsby Town Centre in safety.  The pedestrian overbridge also provides a vital link to bus and taxi services.  The overbridge has a degraded load capacity and has damage to its structural integrity.  It is also too narrow to cope with the numbers of people using the overbridge in peak times, its condition is dilapidated and it provides a poor image at the entrance to the Hornsby town centre.  

A new overbridge will provide far superior access for pedestrians.  The movement of people during peak times will be safer and quicker, and a new bridge will improve the visual image of the Hornsby town centre.

Summary of community benefit

The upgrading of many local projects will provide immediate community benefit.  Users of local parks and sportsfields will enjoy improved amenities, pedestrians will appreciate the additional footpaths, and those living in the most vulnerable areas for flooding will appreciate improved drainage.  Many of these projects have been suggested by the community, the projects reflect the most pressing local wants and needs of the community.  

How the application reflects the Hornsby Shire Community Plan 2010 - 2020

The Hornsby Shire Community Plan 2010 – 2020, adopted by Council on 30 June 2010, amended in late 2010 and re-endorsed by Council on 23 March 2011, was formulated following extensive public participation.  The business sector and community based organisations made substantial contributions, as did residents from the rural and urban parts of the Hornsby Shire.  Those contributions helped to shape and refine the Community Plan.  The provision of modern well functioning infrastructure was a high priority for most of participants (Hornsby Shire Community Plan 2010 – 2020 pages 14 and 15).  

The Community Plan expanded on Council’s earlier strategic framework titled Hornsby 2020 Sustainability Framework, a leadership initiative at Hornsby Shire Council, endorsed in 2008, to strengthen our focus and practices towards achieving a sustainable future for our Shire and residents.  

The Hornsby Shire Community Plan 2010–2020 established the community’s vision for the Shire along with a series of goals, strategies and actions to achieve the desired future.  These goals, strategies and actions have been incorporated into Council’s Delivery Program and Operational Plan (copies included in this application), with all three documents fully integrated.  

Hornsby Shire Council’s Resourcing Strategy responds directly to the needs of the Community Plan and four-year Delivery Program. The Resourcing Strategy underpins Council’s integrated planning to better plan and understand long term requirements.  All three components of the Resourcing Strategy reflect the application for a special variation.  The Workforce Plan notes the need for two specialist project managers with expertise to oversight the drainage works and the rebuilding of the Aquatic Centre.  The Long Term Financial Plan contains the impacts on Council’s indicators and financial sustainability with and without the special variation and the Asset Management Plan describes the unfunded asset renewal requirements and consequential impacts on asset service levels with and without the special rate variation.

The funding sought via a special variation to general income encompasses many of the strategies and actions identified in the Hornsby Shire Community Plan 2010–2020 and those actions are listed in both the Delivery Program and the Operational Plan.

3 Need for the variation

In this section, councils must present a persuasive case for the proposed revenue increases by showing why the special variation is needed.
Firstly, indicate the key purpose of the variation by marking the appropriate box with an “x”.
Infrastructure maintenance / renewal
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The key purpose of Council’s application for a special variation is for infrastructure maintenance/renewal.  The funds provided by an approved special variation will however, also be utilised for new infrastructure investment, the maintenance of existing services and to achieve financial sustainability in the longer term.

Over recent years financial sustainability in local government has been a major cause for ongoing concern.  Rate pegging constraints, uncertainty over grant income, caps on local development contributions and increased maintenance due to an ageing infrastructure network all contribute to limit the ability of a council to plan for its future with high levels of certainty.

Council’s Long Term Financial Plan (LTFP), a requirement under the Integrated Planning and Reporting Framework for NSW councils, develops clearly the financial direction of council as well as the impact of that direction on achieving community priorities.

The amended Hornsby Shire Community Plan 2010–2020, adopted on 30 June 2010 and re-endorsed on 23 March 2011, was formulated following extensive public participation.  The business sector and community based organisations made substantial contributions, as did residents from the rural and urban parts of the Hornsby Shire.  Those contributions helped to shape and refine the Community Plan.  The provision of modern well functioning infrastructure is a high priority project for funding.

The Hornsby Shire Community Plan 2010–20 actions over the coming years to achieve the goal are:

· Act to improve the Shire’s ageing infrastructure and facilities to meet the changing needs of the community (page 20)

· Provide areas for passive and active recreation and cultural activities (page 20)

The Society and Culture goal in the Community Plan is “to support healthy and interactive communities”.  This is described as “… including equitable access to quality services and facilities, a network of public places, recreation and open space, as well as opportunities to creatively participate in and contribute to our local and regional community”.  The actions over the coming years to achieve the goal are:

· Provide recreational opportunities throughout the Shire (page 18)

· Work to strength Hornsby’s position as a major centre (page 16)

The Hornsby Shire Community Plan 2010–2020 describes the community’s preferred future.  That future clearly articulates the inclusion of contemporary functioning infrastructure as outlined on page 12 of the document.  This application for a special variation to general income to fund the improvements to ageing infrastructure and build new facilities to meet the changing needs of the community responds directly to the preferred future.

The community research in late 2010 showed that, while recognising there would be a cost, the majority of those surveyed (76%) were prepared to pay more in order to receive additional facilities and services.  Additional footpaths, amenities at local parks and ovals, including lighting, parking and drainage and replacement of the Hornsby pool were ranked as the highest priorities for additional funding.  Residents also want the George Street pedestrian overbridge replaced, improvements to stormwater drainage, more cycleways and BMX tracks, improved playgrounds and upgrades to community centres.

Based on the analysis conducted in December 2010 by J Roorda Associates, asset data indicates that Hornsby Shire Council is in a sound position to manage infrastructure assets for the next 3-5 years based on the current levels of service, current funding and current expenditures.  After this time the requirement for upgrade and renewal of existing assets escalates significantly.  This escalation will impact on the functionality of many assets, and services levels may need to be reduced significantly should additional funding not be obtained. (Asset Management Planning page 40).

With over $1 billion of infrastructure assets the challenge that Hornsby Shire Council faces is access to adequate funding sources to finance maintenance and asset renewal in order to maintain a level of service required by the community.  Much of Hornsby Shire’s infrastructure is ageing, resulting in significant asset problems, a decline in service performance and escalating costs to renew and maintain.  Of particular concern is:

1. the deteriorating condition of the Hornsby Aquatic Centre

2. the necessity to ensure the safety of the pedestrian overbridge leading to the Hornsby town centre

3. the need for additional recreation space for community use

4. the dilapidated condition and inadequacy of some local facilities and essential infrastructure such as drainage

5. the community desire for additional footpaths and cycleways

If the application for a special variation is approved the community will almost immediately notice improvements to local infrastructure projects such as drainage, local playgrounds and amenities blocks at local parks.  The community health benefits that flow from easy access to quality recreational infrastructure are well documented.  Recently the CEO of the National Heart Foundation, Dr Lyn Roberts, stressed the importance of partnering with local government in a recent address at the National Press Club in Canberra.

“The need now is for Australians to live in a community, in a neighbourhood that supports them to make better, healthier choices,” she said “there needs to be investment – massive investment – in public transport, in walking and cycling strategies, in infrastructure that promotes safe physical activity.”
Hornsby Council’s application for a special variation to general income is primarily about providing quality infrastructure that promotes safe physical activity.

The challenge for Council and the Shire is how to address the problem of ageing infrastructure and achieve the outcomes desired by the community while optimising the capital and renewal investment and minimising the impact on the financial sustainability of both the organisation and ratepayers.  Council is unable to deliver current services at current levels and fund the significant loan commitment required from general revenue.

To achieve the required level of funding Council has endorsed corrective action via a two pronged approach of:

1. Undertaking a review of all services to identify efficiency and productivity savings

2. Seeking a special variation to general income (a rate increase)

An application for approval of a special rate variation has the expressed purposes of:

· Funding infrastructure enhancements (renewals and upgrades) desired by the community in the short term  

· Funding the renewal and upgrade of all significant community infrastructure over the longer term

· Achieving a satisfactory level of financial sustainability into the future

A rate variation commencing in 2011/12 of 7.8%, including 2.8% rate pegging, will ensure Council can meet its infrastructure and financial obligations associated with the above projects, and continue to deliver quality services to its community.

3.1 Strategic planning information

In the section below, provide commentary on how the special variation is reflected in Council’s strategic planning outcomes (Community Strategic Plan and Delivery Program). 

Also attach a copy of Council’s draft or final Community Strategic Plan and Delivery Program.
Box 3.1 outlines the information required for special variations for ‘essential works’ costs above the developer contributions cap.
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Box ‎3.1

Special variations for ‘essential works’ costs above the developer contributions cap

	For essential works costs above the cap in contributions plans, Council must provide:
Any reference to the proposed contributions (which were previously to be funded by developers) in earlier planning documents (eg, Long Term Financial Plan (LTFP) and Asset Management Plan (AMP));
Any necessary revisions to financial projections contained in the LTFP and AMP to reflect the special variation.

	


As requested the following documents are attached:

· Attachment 1 The Hornsby Shire Community Plan 2010–2020 

· Attachment 2 The Delivery Program 2011-2015 

Additional attachments are:

· Attachment 3A The Long Term Financial Plan, a component of the Resourcing Strategy

· Attachment 3B Asset Management Planning, a component of the Resourcing Strategy (asset condition maps included in version on web site)

The Hornsby Shire Community Plan 2010 – 2020, developed through extensive community consultation in the second half of 2009, is a strategic document that reflects the Hornsby Shire community’s priorities and aspirations and guides and coordinates the Council’s activities over a 10 year period.

Following adoption of the Community Plan on 30 June 2010, Council has been operating under and refining an integrated planning framework for the delivery of the Plan.  This includes minor amendments to the Community Plan and associated documents to reflect the Division of Local Government’s (DLG) comments following its review of Hornsby Shire Council’s documentation, and subsequent re-endorsement of the Plan by Council on 23 March 2011.

Council is in a strong position regarding implementing the DLG Guidelines, particularly as the Community Plan is structured according to the Hornsby 2020 Sustainability Framework which is a leadership initiative at Hornsby Shire Council, endorsed in 2008, to strengthen our focus and practices towards achieving a sustainable future for our Shire and residents.  

The Hornsby Shire Community Plan 2010 – 2020 addresses the four key areas under the quadruple bottom line, social, environmental, economic, and civic leadership, as well as also addressing human habitat.  A more recent concept of sustainability includes human habitat which is defined as the development and maintenance of human lifestyles including shelter and buildings, the food, water, energy and other resources we use.

The Hornsby Shire Community Plan 2010 – 2020 is supported by a Resourcing Strategy (Workforce Plan, Asset Management Planning and Long Term Financial Plan) to meet the needs of the Community Plan and its four-year Delivery Program.  The three documents of the Resourcing Strategy were reviewed in late 2010 to determine a sustainable and realistic way to balance the aspirations of the community with the resource realities of Council.  

Hornsby Shire Council has applied a continuous improvement approach in monitoring and reviewing the Hornsby Shire Community Plan 2010 – 2020.  In November 2010 the Plan was refined to clarify the language and improve the layout and re-endorsed by Council on 23 March 2011.  The Delivery Program and Operational Plans were also reviewed (copies included with this application) to improve the integration of all three documents and reflect the improvements suggested by the Division of Local Government in 2010.

Council also developed a document titled ‘Our Bushland Shire – A snapshot of the Hornsby Shire in 2010’ (copy available on web site) to provide a picture of the quality of life and wellbeing of the Shire.  This document provides information on what is happening in the Shire in relation to the Hornsby Shire Community Plan 2010 – 2020 strategic themes and provides a baseline of indicators that can be measured over time.  In essence it provides a snapshot in time against which progress in achieving the outcomes described in the Community Plan can be measured.

The Hornsby Shire Community Plan 2010 – 2020 describes the community’s preferred future.  That future clearly articulates the inclusion of contemporary functioning infrastructure as outlined on page 14 of the document.  Without an additional funding mechanism Council will be unable to provide the type and quality of infrastructure desired by the community (Asset Management Planning page 40).

The special variation to general income is reflected in the Hornsby Shire Community Plan 2010 – 2020 in the sections commencing on page 12 titled ‘Consultation findings: A dream for the future’, and ‘Thinking about today’.  These sections describe the future vision desired by the people of Hornsby, the characteristics valued by the community and the quality of local infrastructure desired.  

Hornsby Shire Council’s Delivery Program 2011-2015 contains strategy 4.3.2 “Act to improve the Shire’s ageing infrastructure and facilities to meet the changing needs of the community”, with specific emphasis on a rating model to fund infrastructure improvements which include moving forward with the Hornsby Aquatic Centre, managing parks and sportsgrounds and planning for asset renewal across the major asset classes, particularly drainage.  This strategy is part of the theme of Human Habitat and its third goal of a harmonious natural and built environment.

The specific rate increase information has been included in both the Delivery Program and the Operational Plan to ensure the widest coverage possible and capture the interest of a casual reader who may pick up one or the other document without recognising the inter-related nature of the documents.  The information is also included in the Asset Management Planning document at page 81.

The community has indicated willingness to fund infrastructure improvements via a modest rate increase as evidenced by the public submissions received during exhibition, with 72% of those making submissions supporting the rate increase.

The rate increase funds will be directed to the following capital works over the coming ten years:

Society and Culture, enhancing social and community wellbeing

· Expanding the network of footpaths and cycleways - $1.6 million 

· Upgrading the swimming pools at Epping and Galston - $2.2 million

· Replacing Hornsby Pool - $19.5 million

· Improving parks, ovals, reserves and sportsfields - $18.3 million

· Upgrading community buildings including halls and community centres- $3.4 million

Ecology, protect and enhance our natural environment

· Protecting the foreshore facilities - $1 million

Human Habitat, effective community infrastructure and services

· Improving local roads and drainage across the Shire - $12. 2 million

· Replacing the pedestrian overbridge across George Street - $1 million

· Expanding the court surfaces at the Brickpit Stadium - $3.9 million

Governance, guidance towards a sustainable future

· Asset maturity including consultation with the community about service needs and service levels of facilities - $1 million

3.2 Financial planning information

Council’s application must be supported by a Long Term Financial Plan (LTFP) that has been developed in accordance with the prescribed Integrated Planning and Reporting requirements. 

Attach a copy of Council’s LTFP, with required scenarios.
In the section below, include:

· Commentary on how the special variation has been incorporated into the LTFP.

· Guidance as to how, and where, the special variation has impacted upon the LTFP.

· Commentary on the range of alternative income sources (eg, borrowings and grants) available and how they have been considered.

As requested the following document is attached:

· Attachment 3A Council’s Long Term Financial Plan, a component of the Resourcing Strategy

Long Term Financial Plan and the impact of the special variation

The Long Term Financial Plan (LTFP) document includes, from page 173, a section on scenario development.  These scenarios were developed by varying revenue, operating and capital expenditure, asset condition, loan funding, special rate variations and economic efficiencies. A detailed set of financial statements and key financial indicators are presented in the LTFP based on each scenario.

The Preferred Scenario presented in the LTFP document from pages 183 to 186 and from pages 191 to 196 provides the impacts on Council’s key financial statements and financial indicators by varying a range of indicators as described above.  The Preferred Scenario took into account revenue derived from the Special Rate Variation and critical infrastructure works over the ten year period of this Plan. This scenario extends from the Baseline Scenario as detailed in the LTFP and includes funding required to maintain assets in a good condition and to fund critical new infrastructure.

The Preferred Special Rate Variation will be seeking an increase in general income of 7.8% in 2011/12, 6% in 2012/13 and 4% in 2013/14.  Budgeted revenue assumptions are applied as detailed in the LTFP document. The Hornsby Quarry Rate terminates after 2014/15 with the rate income generated ceasing from 2015/16 in the plan. Under this scenario the 2011/12 budget becomes a surplus of $5K and will place Council in a ‘break-even’ position over the 10 years of this Plan.  

The Preferred Scenario detailed in this LTFP calculates the benefits of a rate increase above rate pegging and achieves a satisfactory level of financial certainty for the future with sufficient funds to enable a broad range of infrastructure improvements to be undertaken including the Hornsby Aquatic Centre, the George Street pedestrian overbridge, Indoor Sports Facility upgrade, drainage improvements, additional footpaths and improvements to amenities at local ovals and parks.

High dependency upon rate revenue both now and as forecast over the LTFP period will continue to place pressure on Council’s ability to keep pace with cost increases and therefore maintain services at existing levels. The ability without an approved special variation, to undertake increased loan borrowings to meet infrastructure needs is limited as Council does not have available recurrent cash to meet debt servicing costs.

The Preferred Scenario provides Council with the ability to meet Independent Pricing and Regulatory Tribunal (IPART) and Division of Local Government (DLG) financial sustainability indicators and ensure community assets are maintained, replaced and upgraded to a good condition. Further detail in respect to key financial sustainability indicators are detailed on pages 191 to 196 in the LTFP document.

Alternative income sources

Council has considered what alternative income sources are available to fund its infrastructure challenge.  Council will continue to purse grant opportunities but these are not adequate to fully address the challenge.  

Council however, is able to take advantage of its low debt service ratio if an adequate source of regular income can be maintained to fund the debt servicing costs.  Council’s debt service ratio is approximately 4.7%.  This is significantly lower than many councils in NSW.  It demonstrates Councils prudent financial management and its capacity to borrow.  The issue for Hornsby Council is the ability to service the loan from general revenue without impacting on current service levels.  

Council has implemented a regime of productivity improvements over the past five years.  During that time Council has been able to maintain a large capital program, contain services and absorb increasing costs.  However the servicing of a large debt of $17 million from general revenue by 2015/16 would have an immediate negative impact on existing service levels.
3.3 Efficient and feasible program of expenditure

Council must attach a detailed program of expenditure to be funded from the special variation for at least every year of the application, and if relevant, for additional forward years.
The program of works included in the application should provide sufficient detail for IPART and the community to know what the funds will be used for, what specific projects are proposed and when they will be undertaken.

Expenditure under the program of works must equal the additional revenue sought and must reconcile with Council’s LTFP.  The application should clearly identify where in the LTFP the works appear.

In the space below, Council must also provide a commentary regarding the program of expenditure.  This should include details of the research and feasibility work undertaken.  In particular, state why the cost estimates are based on an efficient allocation of resources eg, due to industry benchmarks, an independent assessment or certain assumptions.
The community has indicated a number of key areas of additional infrastructure assets that are required to meet its service level objectives.  At present these services cannot be delivered without additional funding being obtained, or the diversion of significant funding from other council services.

Attached is a program of works included in this application.  The program is presented in two columns showing in the left column the works which can be undertaken with the current availability of funds.  The right column shows the works that can be undertaken with the addition of the proposed rate variation.  The program of works was available and advertised as part of Council’s consultation during the public exhibition period and is attached as Attachment 4 Program of Works.  

The Asset Management Plan (page 81) includes a summary of the proposed works program as listed below.
	Asset class
	Additional funds
	Description of works

	Leisure Facilities
	
	

	· Hornsby Aquatic Centre
	$20 million
	Centre has failed and is closed.  Replace the facility with a modern aquatic centre by June 2015



	· The Brickpit Indoor Sports Stadium
	$3.9 million
	Stadium operates at full capacity. Expand the space by constructing new indoor courts.  

	Roads
	
	

	· Pedestrian overbridge
	$1 million
	Bridge is dilapidated and does not meet Australian Standards.  In conjunction with RTA and RailCorp replace the bridge by June 2014

	· Road network
	$100,000 per year
	Fast track the local road improvement program

	· Footpaths
	$300,000 in 2011/12, $150,000 per year thereafter
	Construct additional footpaths in high traffic areas and areas of need such as near schools and shopping centres

	· Bike paths and cycleways
	At least $100,000 per year
	To ‘match’ RTA funding for cycleway projects

	Stormwater
	
	

	· Stormwater drainage
	$0.5 million in 2011/12, increasing each year to $1 million per year by 2015/16
	Address flooding issues by amplifying the system, improving overland flows, increasing inlet and outlet connections and upgrading the pits

	Open Space
	
	

	· Amenities at local ovals, parks and playgrounds
	$1.8 million per year
	Replace fencing, build carparks, upgrade lighting, improve toilet blocks, upgrade playgrounds and build mountain bike tracks

	Buildings
	
	

	· All community buildings
	Approx $300,000 per year
	To improve the appearance, condition and the accessibility of community buildings across the Shire

	Foreshore Facilities
	
	

	· Foreshore Facilities
	$80,000 per year
	Upgrade walls, pontoons and boat launching ramps


Also attached is a ten year expenditure sheet for each of Council’s six asset classes.  The expenditure sheet reconciles with the LTFP, Section 16.0 Funding proposal for infrastructure, cash outflows line titled ‘Asset Renewals and Upgrades’. The Section 16 extract is included in the next page, with summary comment in the paragraph below.  The complete summary document is Attachment 5, Ten Year Summary Expenditures.

Listed below in summary is the funding proposal for infrastructure work that is expected to be undertaken over the period of the proposed special rate variation.  This funding proposal is extracted from Council’s Long Term Financial Plan, Page 199.
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The additional infrastructure services identified in the Hornsby Shire Community Plan 2010-2020 can be summarised to include:

· Expansion of the footpath network

· Redevelopment of the Hornsby Aquatic Centre

· Amplification of the stormwater drainage network

· Replacement of the pedestrian overbridge at Hornsby 

· Improvements to amenities at local parks and ovals

· Expansion of the cycleways

· Upgrades to playgrounds

· Improvements to the indoor sports facilities

A short commentary follows regarding these broad categories of the program of expenditure outlining details of the research and feasibility work undertaken and how cost estimates are based.
Expansion of the Footpath Network
Community surveys over a number of years have identified a community need for safe pedestrian movement along Council’s road network.  Many of the roads in the Shire were constructed without accompanying paved footpaths.  (Hornsby Shire has 650 kms of roads and 420 kms of footpaths).  Increasing traffic volumes, the ageing of the population and increased community expectations for accessible means of safe pedestrian movement have resulted in continued requests for provision of concrete or similar paved footpaths where none previously existed.  

For Council to discharge its obligations regarding accessibility legislation and also to facilitate the safe movement of the community, these works are required.  The proposed expenditure on the extension of the footpath network will substantially address the backlog that has been identified by Council and for which records and requests for action have been kept over a period in excess of 10 years.  

It is intended that majority of this work be undertaken by contract, and market forces will determine value for money.  Council’s experience with works of this nature has enabled it to establish a sound basis for estimating the cost of the work, which has been planned to make full use of the available funding.

Further detail is contained in Attachment 6 Roads Asset Management Plan Supplement 2011.

Redevelopment of the Hornsby Aquatic Centre
The Hornsby Aquatic Centre was first opened to the public in 1962.  Concerns were first raised regarding the structural integrity of the pool and its support structures in the 1970s.  Ongoing monitoring and the undertaking of substantial repairs were successful in keeping the pool operational until December 2010 when Council’s consulting engineer advised that it was no longer possible to accurately predict the risks of failure, or to undertake works that would mitigate such risks.  The Centre was closed in December 2010.  

Considerable community concern was expressed, by users and non-users, in correspondence, the local press and representations to Councillors and Parliamentarians.  Council had previously recognised the strategic and regional significance of this asset and commenced planning for its replacement in 2008.  Community surveys have reinforced the need to replace the structure.  The 2006 Customer Satisfaction Community Study identified that swimming pools were important to residents (8 out of 10 in importance).  Hornsby swimming pool was most popular especially with the 16-29 year age group.  Subsequent studies undertaken by Council continue to reflect this view.

Council has commenced planning for the Aquatic Centre’s replacement in advance of the necessary funding becoming available.  Significant research has been undertaken, including visits to other recently constructed facilities and discussion with staff responsible for the delivery of those projects.  An Architect has been engaged, and an indicative budget has been established based on component facilities likely to be included in such a complex, with costs confirmed by an independent Quantity Surveyor.  A business plan has been prepared on the basis that Council wishes to break even on operational costs of the facility.  Delivery of the capital component of the centre will be based on total asset management (life cycle) principles, with design and construction undertaken by contract, to achieve the best possible financial result for Council.

A capital expenditure review based on Circular 97/55 was undertaken and submitted to the DLG as part of Council’s previous application for a special variation.  Council reviewed and amended the capital expenditure review in accordance with the new guidelines in Circular 10/34 and re-submitted the reviews to the Division of Local Government on 9th March 2011.  The capital expenditure review can be accessed at www.hornsby.nsw.gov.au.
Stormwater Drainage Improvements
The proposed maintenance and enhancement works identified for Council’s Stormwater Drainage Network are based on the prior preparation of Stormwater Catchment Management Plans covering the Council area.  These plans identified 107 priority projects estimated to cost $54 million needed to remediate the drainage network.  The plans concluded that, in many cases, the stormwater drainage network has not been designed to current standards, having been constructed progressively over the last century.  As a result, rainfall events cause surcharge of critical elements of the system, resulting in overland flow through private property, private residences or business premises.  This represents a significant cost to the community.  

Council has developed a comprehensive plan to prioritise and address these specific issues.  Preliminary estimates of costs are based on current design standards, Council’s prior experience in construction of this nature and are subject to detailed design, which will follow in the event that the rate increase is approved.  Preliminary estimates of costs have been determined by reference to industry benchmarks.  The design parameters for each improvement project will also be determined having regard to emerging issues - climate change and the current review of the design standard for drainage (Australian Rainfall and Runoff).  

Further detail is contained in Attachment 8 Stormwater Drainage Asset Management Plan Supplement 2011 and in Attachment 8B Stormwater Major Drainage Projects May 2010.

Replacement of Pedestrian Overbridge at Hornsby
The existing George Street Pedestrian Overbridge is now over 30 years old, and a key piece of infrastructure, providing an elevated pedestrian link between Hornsby Rail Station and the east side of Hornsby over George Street, Hornsby, a State Road that is the responsibility of the RTA.  The link provides a connection to the Hornsby Pedestrian Mall, Westfield Shopping Centre, high and medium density residential and other commercial development on the east side of Hornsby.  It is also a key pedestrian connection between the east and west side of Hornsby.  

Recent studies undertaken for Council have shown that more than 10,000 people use the bridge each day.  The bridge presents a poor image at an important gateway point to Hornsby.  It dominates views west from Hornsby Mall and reflects poorly on adjacent buildings.  Council has recently undertaken repairs to the structure to ensure its continued safety for use by the public.  The existing bridge does not comply with current disabled access standards and is of insufficient width to accommodate both disabled access and the numbers of pedestrians using the structure at peak hours.  The existing structure does not meet current minimum clearance requirements over a State Road.  Community surveys undertaken by Council have consistently identified the need to replace this bridge as being of high priority.

Council proposes the replacement of this bridge via a three-way partnership with the RTA and RailCorp.  To this end, it is prepared to contribute a third of the cost of the works, in acknowledgement of the local significance of the project to our community.  The estimated cost of replacement has been arrived at by reference to industry benchmarks, construction cost guides and current design standards.  

A capital expenditure review based on Circular 97/55 was undertaken and submitted to the DLG as part of Council’s previous application for a special variation.  Council reviewed and amended the capital expenditure review in accordance with the new guidelines in Circular 10/34 and re-submitted the reviews to the Division of Local Government on 9th March 2011.  The capital expenditure review can be accessed at www.hornsby.nsw.gov.au
Extension of the Brickpit Indoor Sports Facility, Thornleigh

The Thornleigh Indoor Sports Stadium (known as the Brickpit) was constructed by Council and opened in October 2003.  Since that time the stadium has been heavily used for basketball, badminton, netball, volleyball, futsal, table tennis, children's exercise etc.  It is regarded as a high quality facility and is a much sought after venue by many sporting organisations, school groups and others.  There is currently a very high demand for court space, with the centre regularly operating at a 100% capacity between the hours of 4.00pm and 11.00pm, Monday to Friday, and most of Saturday.  The overall occupancy of 62%, shows a steady increase well above industry standards.  Surveys of current users have indicated that any additional court space would be immediately taken up.  The stadium was specifically designed to allow for future extension in anticipation of this demand.  A proposal to provide an additional 2 courts has been prepared.  

The need for the work was identified as part of Council’s Community Plan, and previous Leisure Studies.  Industry benchmarks show that the area is under resourced for facilities of this nature, when population is considered.  Alternatives to providing a facility at another location have been considered, and would require a capital cost significantly more than twice that now proposed.  Development consent for the project has been granted and preliminary site investigations have confirmed that no unforeseen conditions exist.  Preliminary cost estimates prepared by an independent Quantity Surveyor have confirmed that the project can proceed within the allocated funds.  The business plan developed for the Stadium indicates that operations will result in a positive cash flow to Council, provided that capital costs can be met from the special rate variation.  Total asset management principles have been incorporated in the operation and maintenance cost estimates.

A capital expenditure review was submitted to the DLG on 9 March 2011, and can be accessed at www.hornsby.nsw.gov.au
Open Space assets

The expenditure requested as part of this rate variation addresses replacement of high priority assets and provision of some facilities to meet the existing unmet demand.

Replacements

Critical open space assets have been determined on the basis of a number of factors including:

· Health and safety

· Intensity of usage

· Criticality of the asset

They include:

1. Sportsground surfaces

2. Playgrounds 

3. Fences/bollards

4. Lighting infrastructure

5. Car park surfaces

6. Furniture replacements in high profile parks (e.g. Fagan Park)

Council has identified, based on its asset management database, an expenditure of $10.5m is required for the replacement of the above asset categories during the next 10 years and the rate variation application envisages a similar amount being spent. 

Unmet demand

In addition there is a requirement for a range of new services to satisfy the unmet demands of the existing population during the next 10 years. Investigations have identified a shortfall of about $14.1m for new facilities to meet the unmet demand, but this application has only included expenditure of about $8.5m for these facilities (includes about $3.9m for building works).

The additional services that have been identified to meet the expectations of the existing community have been drawn from various investigations and surveys and include: 

· Construction of a new sportsground at Brooklyn

· New floodlighting and expansion of existing floodlighting to satisfy current Australian standards for night training

· Unstructured recreation facilities – skate parks, mountain bike tracks and BMX facilities, fitness facilities, bridle paths, dirt jumps and playgrounds to address safety concerns, Australian standards and unmet demand.

· New or expanded toilet, change room and other amenity functions to accommodate existing demand 

· New irrigation and drainage facilities to optimise the use of existing facilities

The rationale for each of the additional service categories is outlined below. 

Sportsgrounds

Council’s Leisure Strategic Plan (2003) identified that there was strong demand for additional recreation facilities to respond to growing population and identified shortfalls in the provision of some types of organised sport (especially soccer, cricket and netball). 
Table 8: Estimated Sports Facility Requirements – 2001 and 2011 

	Facility
	Participation
	Available Facilities
	Facility Requirements

	
	
	
	2001
	2011

	
	2001
	2011
	Increase 2001-2011

(%)
	No.
	Capacity
	No.
	Surplus/ (Shortfall)
	No.
	Surplus/ (Shortfall)

	Indoor sports court
	5,200
	5,601
	7.7
	3.0
	
	7
	-4
	7
	-4

	Athletics track
	1,219
	1,228
	0.7
	3.0
	500
	3
	0
	3
	0

	Cricket
	2,995
	3,217
	7.4
	43.0
	66
	46
	-3
	49
	-6

	Baseball / Tball
	1,040
	1,034
	-0.6
	6.0
	240
	5
	1
	5
	1

	Softball
	819
	867
	5.9
	6.0
	162
	6
	0
	6
	0

	AFL
	600
	628
	4.7
	3.0
	160
	3
	0
	3
	0

	Rugby league (senior)
	910
	962
	5.7
	8.0
	240
	7
	1
	7
	1

	Rugby union
	710
	773
	8.9
	6.0
	280
	4
	2
	5
	1

	Soccer (senior)
	8,400
	9,005
	7.2
	30.0
	216
	39
	-9
	42
	-12

	Soccer (mini)
	2,100
	2,031
	-3.3
	24.0
	108
	20
	4
	19
	5

	Hockey
	1,079
	1,134
	5.1
	2.0
	280
	4
	-2
	4
	-2

	Netball
	3,500
	3,763
	7.5
	32.0
	162
	22
	10
	24
	8

	TOTAL
	28,572
	30,243
	
	
	
	
	
	
	


Notes: Table taken from page 19 of the Leisure Strategic Plan 2003. Table indicates the shortfall in sports facilities by sports code, with cricket, soccer and hockey emerging as key sports that require additional facilities to meet shortfalls. Indoor sports court requirements have been largely addressed by Council with the development of the Brickpit Indoor sports complex providing 4 new courts.
Table 9: Comparison of Hornsby to other local government area benchmarks

	Sports Facility
	Hornsby

(Population per facility)
	Benchmarks

(Population per facility)

	
	2001
	2011
	Fairfield Council (standard)
	Blacktown Council (standard)
	The Hills Council (standard)

	Soccer fields
	3,750
	4,075
	2,000
	2,500
	2,200

	Rugby League
	18,750
	20,375
	8,500
	9,000
	17,000

	Rugby Union
	23,077
	25,077
	40,000
	100,000
	52,000

	Australian Football
	50,000
	54,333
	
	50,000
	89,000

	Hockey
	50,000
	54,333
	60,250
	70,000
	30,000

	Baseball diamonds
	25,000
	27,167
	24,000
	11,000
	14,000

	Softball diamonds
	25,000
	27,167
	11,000
	9,000
	10,000

	Cricket fields
	3,488
	3,791
	2,600
	4,000
	3,000

	Athletics
	50,000
	54,333
	65,000
	30,000
	45,000

	Netball courts
	4,688
	5,094
	2,000
	2,500
	2,500


Notes: 1.
Table taken from page 196 of the Leisure Strategic plan. Soccer, softball and netball have significantly lower provision than comparable local government areas. 

2.
Old Mans Valley is seen as a key long term opportunity to develop new open space facilities in the Hornsby area that could cater for both structured sporting and unstructured recreation activities.

The Northern Sydney Regional Organisation of Councils (NSROC), which includes the Hornsby Shire Council, has reviewed the current situation in its Draft NSROC Sportsground Strategy (@ Leisure, 2011) and concluded that based on population projections up to 2036:

· There will be sustained demand for junior team sports across the region

· Middle and older adults are an increasing percentage of the regional population and tend to be staying active longer. This group will increase demand for social, casual “pay as you play”, master sports, and for alternative fitness activities that use sportsgrounds

· Population growth will also generate demand for other outdoor physical and social activity such as dog and fitness training, corporate sports and trail activities which will exacerbate pressure on sportsgrounds.

In this respect it is worthwhile noting that player registrations have increased by 7.5% per annum in the Hornsby Shire during the period 2005 - 2010 and given the conclusions of the NSROC study (@ Leisure, 2010) this is unlikely to abate. Council’s response to these demands has been:

· To optimise the use of existing sportsgrounds to accommodate the unmet / new demand.

· To defer consideration of other physical activities mentioned above.

While this Strategy reduces the need to provide high cost new sportsgrounds, delivers more sustainable services that can more readily respond to changing customer needs it does by necessity entail expenditure on the upgrading of flood lights, irrigation, drainage, amenity facilities and sportsground surfaces in order to increase the capacity of existing sportsgrounds.  Lack of sufficient funds has reduced the progress of this strategy and hampered the use of some existing facilities. Representations from users about existing amenity buildings shows that while many may be in sound condition, they are of inadequate size for the number of users and are often poorly ventilated and require internal surface refurbishment.

Unstructured recreation 

More people are seeking active pursuits that are outside a sports club environment and do not require ongoing routine commitment (NSW Government, 2005). In fact the NSW Standing Committee on Recreation and Sport identified that 41.5% of Australian people participated in non organised exercise, recreation and sports activities (NSW Government, 2005).

Council’s Unstructured Recreation Strategy (2008) provides a strategic approach to the provision of facilities for a range of unstructured recreation activities undertaken for pleasure, outside of organised use. These include: 

· BMX and mountain biking

· Walking  for recreation

· Dog socialisation and exercise

· Better and more challenging playgrounds

The strategy finds that there is an under-supply of facilities for unstructured activities including cycle ways and walking trails, picnic areas, dog off-leash areas and skate and BMX facilities. A recent survey conducted by Owl Research and Marketing Pty Ltd (2010) identified a strong preference for improvements to amenities at local parks, playgrounds and BMX tracks and/or cycle ways. These survey results have been confirmed by Council’s recent consultation on the rate variation.

Cost estimates

The cost estimates identified for the list of projects included as part of this rate variation application have been drawn from previous experience with the construction of like facilities, quantity survey information for building projects and the application of standard rates for other facilities. 

More information is contained in Attachment 9, Open Space Asset Management Supplement 2011.
3.4 Impact on financial sustainability
In this section, Council must show the financial implications for it should the special variation be approved or not approved.  Councils need to project either 2 or 3 scenarios over the relevant years of the special variation (including forward years if applicable):

1. Baseline scenario – Revenue forecasts excluding the special variation.
2. Special variation scenario – Revenue forecasts including the special variation.
3. Project proceeds without SV scenario - Where a project or priorities are intended to proceed regardless of the special variation approval, the council should also show the projected financial position if the related expenditure priorities/projects proceed without the special variation.
Also include information on key assumptions that underpin the LTFP and the special variation application. 

The LTFP modelling has been devised with scenarios that include and exclude a Special Rate Variation to address asset renewal and maintenance challenges as identified in Council’s Asset Management Plans. 

The modelling has been used to create scenarios as outlined below. Each scenario provides an alternative financial result subject to assumed capital funding, varying levels of asset condition and their impact on key financial indicators.

The scenarios were developed by varying:

· Revenue

· Capital Expenditure

· Asset Condition Result

· Loan Funding

· Economic Efficiencies

The table below outlines the various scenarios that were developed. 

	BASELINE SCENARIO
	PROJECTS PROCEED WITHOUT SPECIAL VARIATION SCENARIO
	PREFERRED SCENARIO

	This scenario represents a continuation of Council’s current operating conditions. No Special Rate Variation has been considered in this scenario, with urgent infrastructure projects being unfunded and a permanent closure of the Hornsby Aquatic Centre Facility.
	Extends from the Baseline which includes reduced projects (Hornsby Aquatic Centre, Hornsby Overhead Bridge), economic efficiencies applied. No Special Rate Variation has been considered in this scenario.
	Extends from the Baseline Scenario including funding required to maintain assets in a good condition and to fund critical new infrastructure. 

A Special Rate Variation will be requested seeking 7.8% in 11/12, 6% in 12/13 and 4% in 13/14.   Rate pegging is assumed at 3% per year thereafter.



	Budgeted revenue assumptions are applied as stated above. The Hornsby Quarry Rate terminates in 2014/15 with the rate income generated ceasing from 2015/16 in the plan.
	Budgeted revenue assumptions are applied as stated above. The Hornsby Quarry Rate terminates in 2014/15 with the rate income generated ceasing from 2015/16 in the plan.
	Budgeted revenue assumptions are applied as stated above. The Hornsby Quarry Rate terminates in 2014/15 with the rate income generated ceasing from 2015/16 in the plan.



	Expenditure is limited to maintenance of assets, limited funding towards asset renewal, closure of the Hornsby Aquatic Centre, no upgrade to the Hornsby Pedestrian Overbridge or Thornleigh Brickpit Stadium.


	Productivity initiative focussing on cost constraints and reductions.

Replacement of the Hornsby Aquatic Centre and the Hornsby Pedestrian Overbridge.
	Productivity initiative focussing on cost constraints and reductions

	Budgeted expenditure assumptions are applied as stated above.

Constraints over existing services and community expectations/requirements.


	Budgeted expenditure assumptions are applied as stated above.

Community expectations in respect of asset and operational services will be reduced.
	Budgeted expenditure assumptions are applied as stated above.

Community expectations in respect of asset and operational services satisfied.

	Deterioration in asset condition over the ten years of the plan with an asset sustainability ratio of 50% (as sourced from Councils Asset Management Strategy).
	Deterioration in asset condition over the ten years of the plan with an asset sustainability ratio of 50% (as sourced from Councils Asset Management Strategy).
	Existing assets retained and replaced and upgraded. New assets developed. Funding provided to maintain assets in a good condition. Asset ten year sustainability ratio reaching over 85% and renewal peak averted

	No economic efficiencies applied.
	Economic efficiencies applied in 2011/12 of $1.425M followed by approx $500K each year thereafter.


	Economic efficiencies applied in 2011/12 of $1.425M followed by approx $500K each year after

	Rate capping only applied.
	Rate capping and 0.5% growth applied.


	Rate capping and 0.5% growth applied


The financial outcome of each scenario has been summarised below. Detailed information can be obtained by referencing pages 175 to 196 contained in the LTFP document.

Baseline Scenario

This scenario represents a continuation of Council’s current operating conditions. No Special Rate Variation has been considered, with urgent infrastructure projects being unfunded and a permanent closure of the Hornsby Aquatic Centre Facility. The 2011/12 budget deficit of $136K grows to $619K by 2013/14 and reaches a $5.7M deficit by 2020/21.
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Capital Grants 767 000 7a2311 515 288 EEEE] 583 280 588 295 ETE ELES] EigE] EEy
Capital Contributions & Donations 4,043,162 4,160,414 4281065 4405217 4532968 4,664,424 4799692 4,938,683 5082111
Asset Sales - 1941007 -1.997.29 2055 218 2114819 2.176.149 -2.239.257 -2.304.19 2371017 2439777
Total Capital Income 5,560,000 5,776,480 5.972.998 175215 7,383,296 7,597,412 817,137 5044051 3277140 B 517,795
Net Capital Result 5,877,000] 6,070,941] 6,246,998] 6.428,161] 6,346,578] 6,530,629] 6.720,017] 6,914,897] 7.115.429] 7.321.777]
Net Operating & Capital Result 16.615.940) 16.366.735] 16,648,018 16,943,398 20.701.043 22101199 22.933.257] 23.803.764 24722693 25.709.967)
External Restricted Assets 7769112 7795 390 784,701 7969476, 21056 558 2,146 524 275,309 2334913 243339 2534 588
Intemal Restricted Assets 340828 378.353 478637 577.192 681.213 790933 905,596 1028452 1,156,762 1291797
External Loan Proceeds 000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
External Loan Principal Repayments 3581 675 3,865,311 4,178,252 4522333 1324628 1333629 1,393,003 1267083 1,136,920 1,000,000
Depreciation Contra 21171278 21,389,145] 21,570.290) 21,697,361 21978672 -22,83.335| 23,085,525 23,332,167 23,569,854 23817128
Funding Total 16.479.663 16,330,091 16.028.700 15628450 18,916,372 19,565,199 19,547,578 19,701,719 19,802,773 19,990,442
eate pensillug O G G 136277 36,644 619,318] 1314,939) 1784671 2,536,000 3.385,679) 4,102,045 4,879,920 5,719,525
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Projects Proceed Without Special Variation Scenario

This scenario extends from the Baseline Scenario and includes reduced projects (Hornsby Aquatic Centre and Hornsby Overhead Bridge only) and economic efficiencies applied. No Special Rate Variation has been considered in this Scenario.  The 2011/12 budget deficit would become $1.3M and reaches a $5M deficit by 2020/21.

[image: image3.png][ LTFP Budget Summary Report - Reduced Projects - No Special Rate 1

All Principal Ac Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year
201112 201213 201314 20115 201516 201617 201718 2018119 201920 202021
Long Term Long Term Long Term Long Term Long Term Long Term Long Term Long Term
nal Budget | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan Financial Plan
k] k] k] k] k] k] k] k] k]
Salaries 30687729 31 685,080 32714545 341586, 154 35 452 456, 36,906,007 38419153 39,994 339 AT 634107 43,341,105
Wages 7,314 082 751,789 7.797 222 8,116,908 8,449,702 8.796,139 9,156,781 9532209 9,923,030 10,329,874
Other Employee Expense 8,441,293 8715535 6,998 893 9,367 87 9.751929 10,151,758 10,596,221 11,024,243 11,489,595 11932971
Borrowing Expense 1,371 509 1224989 1,307 282 1962544 2104710 2,083 862 1979678 1904975 137,478 1776821
Materials & Contracts 30,344,177 31345535 32,254 555 33,189,937 34,152,445 35,142,866 36,162,010 37210708 38289818 39,400 223
Other Expenses 16,563,198 16,563,197 17,109,783 17,605,967 18,116,540) 18,642,535 19,182,535| 19,738,829| 20311255 20,900 261
Intemal Expenses 2,108,056, 2,064,231 -2,124194 2,185,693 2243078 2314301 2381415 2450477 2521541
Depreciation & Amortisation 21,171 278 21375 445 21603690 21 506 561 22028572 225842385 23086 525 23,332,167 23569 854 23817128
Total Operating Expense 113,951,294 116,455,614 119,722,039 123,981,825 127,870,962 132.316.475 136,268,602 140,356,051 144,584,650 148,976,862
Riates & Annual Charges 76,595,555 79,143,767 81 510,575 53,048,397 53,104,130 55,589,754 58,149,946 30,786,945 93,503,063 96,300,545
User Charges & Fees 14,887 221 -15,318951 16,753,200 415,952,333 16,414,951 16,890,984/ 17,884,586 18,403,528
Interest 1,965,000 1675000 1705000 1792000 1792000 1792000 1792000 1792000
Operating Grants 8215847 -8.454,108 -8.699.275 8951554 921,149 9478273 -10,035,984] 10,327,027
Operating Contributions & Donations 819 00 846 957 871518 896 792 922799 949 561 977 098 1,034,591 1064594
Other Revenues 3232020 3338677 3435 498 3535128 3,637 645 3743138 3,851 689 -3.963.388 -4.078.326 -4.195.598
Total Operating Revenue 104,662,350 108,398,463 111.266.648] _ T14.57.788] _114.360.463  117.700.553] 121,139,990 _124.681.732] _ 178.328.821] 132,084,392
Net Operating Result 9,288,940] 8,057,151] 8.455,391] 9.434,037] 13.510,499] 14,615,923[ 15,128,612] 15,674,322] 16,255,838] 16,892,470
WIP Expentiture 5 570,000 12575,020) 20422536, 12,778,415) 70,393,997 70,078,015 70,370,280 70,671,078 70,980,478 1208912
Asset Purchases 3497 000 3512401 3717161 324 958 393 B2 4,050 023 4,167 473 4,286,330 4,412 532 4540 BED
Total Capital Expenditure 13.067.000| 6.187.421 24,139.99 18,603,376 14.329.874] 4,128,010 4.537.754] 14,959,348 15.393.169) 15,839,571
Capital Grants 767 000 7a2311 515 288 EEEE] 583 280 588 295 ETE ELES] EigE] EEy
Capital Contributions & Donations 4,043,162 4,160,414 4281065 4405217 4532968 4,664,424 4799692 4,938,683 5082111
Asset Sales - 1941007 -1.997.29 2055 218 2114819 2.176.149 -2.239.257 -2.304.19 2371017 2439777
Total Capital Income 5,560,000 5.776.480 5.972.998 175215 7,383,296 7,597,412 817,137 5044051 3277140 B 517,795
Net Capital Result 6,507,000] 9.410,941] 17.166,998] 11,428,161] 6,946,578] 6,530,629] 6.720,017] 6,914,897] 7.115.429] 7.321.777]
Net Operating & Capital Result 15.795.940) 17.468.002] 25622389 20,862,198 20,457,071 21,146,552 21848629 22.589.220 23,371,267 24214247
External Restricted Assets 7769112 7795 390 784,701 7969476, 21056 558 2,146 524 275,309 2334913 243339 2534 588
Intemal Restricted Assets 340828 378.353 478637 577.192 681.213 790933 905,596 1028452 1,156,762 1291797
External Loan Proceeds 530,000 4,340,000 -11,920,000) 5,000,000 1,600,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
External Loan Principal Repayments 3581 675 3,908,299 4,295 827 4,881 872 1,620,157 1910945 2017311 1943502 169,099 1792534
Depreciation Contra 21171278 21,375.445] 21,603,690 21,806,561 220288721 -22,842,33| 23,085,526 23,332,167 23,569,854 23817128
Funding Total 17,109,663 19,633,403 26864525 20,378,120 19,070,843 18,993,883 18,922,670 19,025,300 19,110,594 19,197,908
eate pensillug O G G 1313723 2165311 1,242,135 484,078 1.386,234] 2,152,668 2,925,959 3.563,919) 4,260,674 5,016,339
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Preferred Scenario

This scenario extends from the Baseline Scenario and includes funding required to maintain assets in a good condition and to fund critical new infrastructure. A Special Rate Variation will be requested seeking 7.8% in 2011/12, 6% in 2012/13 and 4% in 2013/14. The general rate pegging allowance has been estimated at 3% each year thereafter. Budgeted revenue assumptions are applied as detailed later in this document. The Hornsby Quarry Rate terminates after 2014/15 with the rate income generated ceasing from 2015/16 in the plan. Under this scenario the 2011/12 budget becomes a surplus of $5K and will place Council in a ‘break-even’ position over the 10 years of this Plan.

[image: image4.png][ LTFP Budget Summary Report - Preferred
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All Principal Ac Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year Total Year
201112 201213 201314 20115 201516 201617 201718 2018119 201920 202021
Long Term Long Term Long Term Long Term Long Term Long Term Long Term Long Term
nal Budget | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan | Financial Plan Financial Plan
k] k] k] k] k] k] k] k] k]
Salaries 30687729 31 685,080 32714545 341586, 154 35 452 456, 36,906,007 38419153 39,994 339 AT 634107 43,341,105
Wages 7,314 082 751,789 7.797 222 8,116,908 8,449,702 8.796,139 9,156,781 9532209 9,923,030 10,329,874
Other Employee Expense 8,441,293 8715535 6,998 893 9,367 847 9.751929 10,161,758 10,567 980) 11,001,268 11,452,320) 11,921 ,885|
Borrowing Expense 1,371 509 1,175,858 995,592 1588523 1,842,007 1,840,839 1778853 1713993 1736520 1,604 699
Materials & Contracts 30,344,177 31345535 32,254 555 33,189.937) 34,152,445 35,142,866 36,162,010 37210708 3828981 39,400,223
Other Expenses 16,563,198 16,563,197 17,109,783 17,605,967 18,116,540) 18,641,919 19,182,535| 19,738,829| 20311255 20,900 261
Intemal Expenses 2,105,056, 2,064,231 -2,124094 2,185,693 2243078 2314301 2381415 2450477 2521541
Depreciation & Amortisation 21,171 278 21411 545 21637090 21 565,161 22095672 22890 885 23,128,025 23,368,167 23611354 23857 628
Total Operating Expense 113,951,294 16,442,583 19,444,749 123,666,401 127,675,259 132,121,336 136,081,036 140,178,096 144,507,926 149,034,134
Riates & Annual Charges 79527771 EE ] 56,878,970 59,445,221 58,786,067 91,421,343 94,156,453 96,973,678 99,875,398 102,864,150
User Charges & Fees 14,887 221 15318951 16,753,200 415,952,333 16,414,951 16,890,984/ 17,884,886 18,403,528
Interest 1,965,000 1675000 1705000 1792000 1792000 1792000 1792000 1792000
Operating Grants 8215847 -8.454,108 -8.699.275 8951554 921,149 9478273 -10,035,984] 10,327,027
Operating Contributions & Donations 819 00 846 957 871518 896 792 922799 949 561 977 098 1,034,591 1064594
Other Revenues 3232020 3338677 3435 498 3535128 3637 645 3743138 3,851 689 -3.963.388 4078326 -4.195.598
Total Operating Revenue 07,594,200 113.080.472] 16634943 120.044.620] __120.022.000 __123.532.142] 27,146,527 130.868.465] _ 34.701.156] 138647897
Net Operating Result 6,357,054] 3.362.111] 2,809,806] 3,621.784] 7.653,059] 8,589,195] 8,934,509] 9,309,631] 9,806,770] 10,386,237]
WIP Expentiture 73,180,000 75,916,020 76 282836, 21478 418 16,243,097 74,228,018] 73,970,280 74,821,078 76,030,478 4398912
Asset Purchases 3497 000 3512401 3717161 3524 958 393 B2 4050 023 4,167 473 4,288,330 4412592 4540 BED
Total Capital Expenditure 6.677.000| 19527421 2999999 75,303.376) 19.179.874] 18.278.040| 8.137.754] 19.109.345] 19.443.169) 18.939.571
Capital Grants 767 000 7a2311 515 288 EEEE] 583 280 588 295 ETE ELES] EigE] EEy
Capital Contributions & Donations 4,043,162 4,160,414 4281065 4405217 4532968 4,664,424 4799692 4,938,683 5082111
Asset Sales - 1941007 -1.997.29 2055 218 2114819 2.176.149 -2.239.257 -2.304.19 2371017 2439777
Total Capital Income 5,560,000 5.776.480 5.972.998 175215 7,383,296 7,597,412 817,137 5044151 $.277.140 B 517,795
Net Capital Result 10,117,000] 12,750,941] 23,026,998] 18,128,161] 11,796,578] 10.680,629] 10.320,017] 11,064,897] 11,165.429] 10.421.777]
Net Operating & Capital Result 16.474.054] 16.113.052| 25836804 21.749.945 19,449,637 19.269.824] 19.254.526| 20.374.529 20,972,199 20.808.014
External Restricted Assets 7769112 7795 390) 784,701 7969476, 21056 558 2,146 524 275,309 PREIEE] 245339 2534 588
Intemal Restricted Assets 340828 633,353 733637 657,192 611213 730933 795,596 908,452 1026762 1191797
External Loan Proceeds 000,000 1,000,000 11,000,000 7250000 1,700,000 1,000,000 1,000,000 2,000,000 2500000 2,300,000
External Loan Principal Repayments 3581 675 3,865,311 4,178,252 4735037 1687 805 1741632 134639 1745125 1675638 1615029
Depreciation Contra 21171278 21,411 548] 21,637,090 21,895,151 22,095,872 -22,890,555| -23,128,025] 23,388,167 23,611,354 23,857 628
Funding Total 16.479.663 16,117,491 25,840,500 21,753,555 19,440,195 19,271,696 19,257,442 20,379,677 20,975,555 20815913
Net Operating & Capital Result 5609 4439 3695 3610 9442 1873 2916 5149 3355 7899
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Planning Assumptions & Sensitivity Analysis

The assumptions utilised in the LTFP to develop the scenarios stated above have been sourced from publications such as: BIS Shrapnel Long Term Financial Forecasts, Australian Bureau of Statistics and Council’s Community Strategic Planning process which has led to the development of the following key documents:

· Workforce Plan

· Asset Management Strategy

· Community Plan

Service Levels

Council’s future financial position has been forecast on the basis of a continuance of “normal” operations. This is difficult to define but can be regarded as the provision of services to stakeholders at levels of service that they have come to expect on a regular basis. Levels of service however may not remain the same given Council’s financial challenges in future years of the plan.

Council’s existing infrastructure assets are generally in good condition, and Council is in a position whereby it can maintain the current levels of service in the short term (3-5 years), however the longer term outlook is for decline in both condition and service potential. 

Workforce Levels

Workforce levels have been modelled taking into account estimated projections from Council’s current review of internal service provision. This has been estimated to result in a net reduction in labour within the early years of the 2012-21 LTFP. Workforce levels and the organisational structure will need to reflect Council’s financial position and the changing needs of customer expectations. 

Expenditure Assumptions

The Hornsby Shire Community Plan 2010–2020 provides Council with a picture of the community’s expectations for the future. Balancing these expectations with uncertainty over revenue and expenditure items is a key challenge for the financial planning process. The LTFP takes into consideration both renewal and upgraded items proposed in the Community Strategic Plan and Council’s recurrent commitments.
Employee Costs

Employee costs include salaries, wages, superannuation, leave entitlements, training, workers compensation premiums and other employee related expenses.

For the years ending June 2013 and 2014 the recently approved NSW Local Government (State) Award has been applied whilst late in the Plan, from 2015 to 2021, the Labour Price Index (LPI) has been applied.

The Labour Price Index (LPI) has been sourced from BIS Shrapnel’s ‘Long Term Forecasts Australia’, 2009 – 2024.

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	LPI
	3.25%
	3.25%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%
	4.1%


Borrowing Expenses

Council finances some of its capital works expenditure through borrowings. Borrowing permits the cost of these projects to be spread over a number years and facilitates the balancing out of long term expenditure peaks and troughs.

Council’s current borrowing strategy is to borrow for ten years at a fixed rate of interest repaying principal and interest. This has enabled a degree of certainty regarding the expected repayments over the ensuing ten years.

It has been council’s established practice to use loan funds to assist in funding significant capital projects which will benefit future generations or to acquire assets that are income producing or assets that hold strategic value. The beneficiaries of these future projects will assist in their funding as their rates will be applied in part to repaying the loans. This is in contrast to current ratepayers bearing the entire burden in one year, possibly at the expense of other worthy expenditures. Debt is seen as a method of more fairly spreading capital costs to deliver intergenerational equity.

Even when an organisation is operating sustainably by raising sufficient operating income to cover operating expenses, it may not have generated enough cash to fund peaks in asset replacement activity. In such circumstances it should borrow to accommodate these peaks if it intends to most cost efficiently maintain service levels.

The cost of borrowings over the life of the LTFP has been estimated at 8%.

Materials and Contracts

Local government expenditure is characterised by high levels of materials and contracts. Materials and contracts are used in the creation and maintenance of assets and to provide recurrent operational services.

The Consumer Price Index (CPI) has been chosen as the relevant factor in modelling these expenses over the term of the LTFP. This has been sourced from BIS Shrapnel’s ‘Long Term Forecasts Australia’, 2009 – 2024.

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	CPI
	3.3%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%


Other Expenses
This category is a consolidation of items including electricity, legal expenses, insurances, payments to other levels of government, consultants, computer costs, operating leases, Rural Fire Service, etc

The CPI has been chosen as the factor in modelling these expenses over the term of the LTFP. This has been sourced from BIS Shrapnel’s ‘Long Term Forecasts Australia’, 2009 – 2024.

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	CPI
	3.3%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%


Capital Expenditure

This represents expenditure towards both the creation of new infrastructure assets and the renewal of existing assets (i.e. roads, drainage, footpaths and sportsgrounds). This expenditure category also includes capital purchases (i.e. information technology, fleet and plant assets).

The expenditure is based on 10 year Capital Works programs predominately developed by the Works and Environment Divisions.

Depreciation

Depreciation is an allowance or provision made in the financial records for "wear and tear" and "technical obsolescence "of plant and equipment. The idea of depreciation is to spread the cost of that capital asset over the period of its "useful life to the entity" that currently owns it.

Depreciation forecasts relate to existing assets and any proposed capital works.

It should be noted that the annual depreciation expense is influenced by the estimated useful life of the asset. As ‘Fair Value’ accounting practices are currently being implemented for each major infrastructure asset class, it is anticipated that useful life may increase due to asset management practices becoming more sophisticated.   

Revenue Assumptions

The major sources of revenue for Council are:

1. Rates & Annual Charges

2. User Charges and Fees

3. Interest

4. Grants

5. Other Revenue

Rates & Annual Charges

Rates and Annual Charges refer to income derived from rates and domestic waste charges. 
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Rate revenue as depicted in the chart above is currently estimated in 2011/12 at 68% of the revenue budget. This restricts the ability to factor price increases into existing levels of service provision. The continuing constraint of rate pegging imposed by the State Government limits Council’s ability to provide additional services or borrow additional funds and has focussed considerable attention on the need for and efficiency of each service provided.

Rate pegging has been factored into the LTFP in line with the CPI with an additional 0.5% added for growth. The estimated growth is based on Council and State Government projections for 2011 to 2026. Rate pegging has been included at 2.8% for 2011/12 and estimated at 3% for future years in line with conservative increases approved by the State Government over the last several years.

User Charges and Fees

Many of the services provided by Council are offered on a user pays basis. There is however a range of other factors that Council considers in determining an appropriate fee for its services.

The majority of fees and charges have been increased in accordance with the CPI derived from BIS Shrapnel’s ‘Long Term Forecasts Australia’, 2009 – 2024.

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	CPI
	3.3%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%
	2.9%


Interest

Interest on investments will vary over the LTFP period due to cash-flow levels and interest rate percentages. The LTFP calculates the interest on investments based on estimated cash-flow and the 90 Day Bank Bill Rate. 

	
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	90 Day Bank Bill Rate
	6.4%
	5.4%
	5.5%
	5.8%
	5.8%
	5.8%
	5.8%
	5.8%
	5.8%


Investment earnings are used during the LTFP to fund operational budget requirements.

Grants

Council receives general purpose Financial Assistance Grants from the Federal Government and other specific grants from Federal and State agencies.

It is assumed that recurrent grants will be maintained at current levels with CPI adjustments as reported above.

Other Revenue 

Miscellaneous revenue is obtained from a variety of sources including insurance recoveries, parking fines, legal costs recovered, property rentals, etc

It is anticipated that other revenue will be maintained at current levels with CPI adjustments as reported above.

3.4.1 Variations for capital expenditure

Does the application relate to infrastructure investment, whether for new assets or maintaining existing assets?












  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

· Does the purpose of the proposed special variation require that a capital expenditure review be undertaken by Council in accordance with Council Circular 97/55?  















  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

· If Yes, has a review by the Council been undertaken? 



  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 
 

· If Yes, has Council submitted this to DLG? 





   

  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 
 

(Note:  If a capital expenditure review is required but has not been assessed by DLG, IPART will not be able to assess Council’s application.)
If the application relates to infrastructure investment, whether for new assets or maintaining existing assets, provide appropriate narrative, together with cross referencing to Council’s Asset Management Plans.
Attach relevant sections/pages of the AMP if the application relates to infrastructure investment.
Council’s application relates to infrastructure investment, particularly for the three major projects of replacing the Hornsby Aquatic Centre, extending the Brickpit Stadium and replacing the pedestrian overbridge across George Street Hornsby. 

Capital expenditure reviews based on Circular 97/55 were undertaken and submitted to the DLG as part of Council’s previous application for a special variation.  Council reviewed and amended the capital expenditure reviews in accordance with the new guidelines in Circular 10/34 and re-submitted the reviews to the Division of Local Government on 9th March 2011.  

There are over 613 km of sealed roads and 36 km of unsealed roads in Hornsby Shire, and more than 413 km of paved footpaths. Council has six sealed public car parks, a pedestrian overbridge, four minor road bridges and 51 major culverts. 

Council also maintains six public wharves, seven floating pontoons, three boat launching ramps and two loading docks. Hornsby has an extensive stormwater drainage system comprising over 18,300 pits and 390 km of pipelines.
There are around 174 parks in Hornsby plus 12 garden parks, 55 separate playing fields and over 135 playgrounds.  Council’s leisure facilities include 3 swimming pools (one of which is not operational) and an indoor sports stadium.  Council also has over 400 buildings, including 183 community based buildings. 

Council categorises infrastructure assets according to the 6 major asset classes below.  In 2010 the estimated replacement value for all Council assets was over $1.1 billion (excludes land value). 
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Leisure facilities

The Leisure Facilities asset class includes the Hornsby Aquatic Centre, Epping Aquatic Centre, Galston Aquatic Centre and the Brickpit Indoor Sports Stadium.  The table below shows the current and proposed expenditure on leisure facilities asset class with a rate variation.

	Leisure Facilities
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500
	$49,500

	Current Expansion
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000
	$42,000

	Total Current
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000
	$3,594,000

	Proposed Renewal
	$850,000
	$3,521,000
	$10,180,000
	$5,210,000
	$770,000
	$170,000
	$470,000
	$170,000
	$170,000
	$170,000

	Proposed Expansion
	$0
	$0
	$1,550,000
	$2,250,000
	$100,000
	$0
	$0
	$0
	$0
	$0

	Total Proposed
	$4,444,000
	$7,115,000
	$15,324,000
	$11,054,000
	$4,464,000
	$3,764,000
	$4,064,000
	$3,764,000
	$3,764,000
	$3,764,000

	Additional SV funding
	$850,000
	$3,521,000
	$11,730,000
	$7,460,000
	$870,000
	$170,000
	$470,000
	$170,000
	$170,000
	$170,000


The Leisure Facilities Asset Management Plan Supplement (copy attached) comments that the current sustainability ratio for the Leisure Facilities asset class is 0.42 (1.0 is optimal), indicating the current level of funding provided for the capital renewal of the assets is insufficient to sustain the current levels of service provided by the assets. 

The most significant single item for capital expenditure is the rebuilding of the Hornsby Aquatic Centre.  The DLG as part of its assessment of Council’s rate variation application in 2009/10, which included capital expenditure reviews, stated “Council has presented sound business cases for the Hornsby Aquatic Centre, Hornsby Pedestrian Overbridge and Old Mans Valley” and “Council’s business cases in relation to Hornsby Aquatic Centre, Hornsby pedestrian overbridge and Old Mans Valley recreation area appear to be well presented and planned for”. 

The rebuilding of the Hornsby Aquatic Centre, which is now closed, is a high priority for Council and the community as it is the only 50 metre pool within the Shire with a large grandstand.  It is used consistently by the general community and is the main facility within the Shire available for schools for annual swimming carnivals.  The pool is also used for learn to swim and swim coaching activities.  Hornsby Pool is a valued community asset.  

The Hornsby Aquatic Centre was first opened to the public in 1962.  It comprises a 50 metre pool, learn to swim pool and a toddler splash pool.  Concerns were first raised regarding the structural integrity of the pool’s support structures in the early 1970’s, when evidence of spalling of concrete and rusting of reinforcement in the pool support structure was noted.  Subsequent inspections by a consultant structural engineer revealed significant deterioration and defects.  Following the consultant’s report, Council commenced precautionary monitoring of the in-service behaviour of the structure and has been progressively carrying out extensive repairs since that time to ensure that the centre remains safe for use.  This includes a partial reconstruction of the grandstand in 2005.  The ongoing significant repairs undertaken in the late 1990’s and early 2000’s have enabled the centre to continue operation until last Christmas.

In 2008, Council commissioned a detailed structural inspection of the centre.  Council’s consultant advised that, notwithstanding the extensive maintenance activities undertaken by Council, the Centre was nearing the end of its effective life and that planning for its replacement should proceed without delay in order to maintain an Aquatic Centre presence in the Hornsby area.  Regular inspections were undertaken and recently showed that the rate of deterioration was increasing and Council reluctantly closed the Centre for safety reasons on Christmas Eve 2010.

The funding for the proposed two-court extension to the Brickpit Indoor Sports Stadium at Thornleigh is included in the Leisure Facilities asset class.  Commentary on the proposed extension is included in Section 3.3 ‘Efficient and feasible program of expenditure’ commencing on page 12 of this document and in the Leisure Facilities Asset Management Plan Supplement (Attachment 7 Leisure Facilities Asset Management Plan Supplement 2011).

Funding for minor upgrades to the Epping and Galston Aquatic Centres is also included in the Leisure Facilities asset class and commentary on the current condition and proposed works for the Centres are also included in the Leisure Facilities Asset Management Plan Supplement.

Stormwater Drainage

Council’s stormwater drainage network consists of pits, pipelines, watercourses, drainage channels and catchments remediation devices.  Many of the properties affected by flooding are located on drainage systems that have previously been identified to have capacity problems.  These have been listed in Council’s major drainage projects priority list, (Attachment 8B).which contains 107 future major projects with a total estimated cost of $54 million.  If the special rate is approved an additional $13.5 million will be directed to renew and upgrade the drainage network in the coming ten years.

	Stormwater Drainage
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000
	$317,000

	Current Expansion
	$1,263,000
	$1,263,000
	$1,263,000
	$1,263,000
	$1,263,000
	$1,263,000
	$1,263,000
	$313,000
	$313,000
	$313,000

	Total Current
	$3,038,000
	$3,038,000
	$3,038,000
	$3,038,000
	$3,038,000
	$3,038,000
	$3,038,000
	$2,088,000
	$2,088,000
	$2,088,000

	Proposed Renewal
	$583,000
	$630,000
	$918,000
	$979,000
	$1,129,000
	$876,000
	$660,000
	$747,000
	$854,000
	$155,000

	Proposed Expansion
	$1,677,000
	$1,740,000
	$2,122,000
	$2,201,000
	$2,401,000
	$2,004,000
	$1,720,000
	$883,000
	$1,026,000
	$725,000

	Total Proposed
	$3,718,000
	$3,828,000
	$4,498,000
	$4,638,000
	$4,988,000
	$4,338,000
	$3,838,000
	$3,088,000
	$3,338,000
	$2,338,000

	Additional SV funding
	$680,000
	$790,000
	$1,460,000
	$1,600,000
	$1,950,000
	$1,300,000
	$800,000
	$1,000,000
	$1,250,000
	$250,000


Foreshore Facilities

Foreshore facilities include jetties, wharves, pontoons, boat launching ramps, a sewage pump-out facility, estuary management assets and carparks at sites.  The purpose of foreshore facilities is primarily for foreshore protection and recreation.  If the rate variation is approved Council’s foreshore facilities will undergo a modest upgrade programme over the coming ten years as per the table below.  More information is contained in the Foreshore Facilities Asset Management Plan (Attachment 11 – Foreshore Facilities Asset Management Plan Supplement 2011).

	Foreshore Facilities
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000
	$91,000

	Current Expansion
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0

	Total Current
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000
	$174,000

	Proposed Renewal
	$171,000
	$191,000
	$191,000
	$171,000
	$171,000
	$171,000
	$171,000
	$171,000
	$171,000
	$171,000

	Proposed Expansion
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0

	Total Proposed
	$254,000
	$274,000
	$274,000
	$254,000
	$254,000
	$254,000
	$254,000
	$254,000
	$254,000
	$254,000

	Additional SV funding
	$80,000
	$100,000
	$100,000
	$80,000
	$80,000
	$80,000
	$80,000
	$80,000
	$80,000
	$80,000


Buildings

Hornsby Shire Council’s building assets, with over 400 buildings, including 183 community based buildings and carparks, are valued at approximately $137.8 million.  

In 2010 the building assets were rated for condition based on the methodology of the International Infrastructure Management Manual.  The results are included on conditions maps contained in the Asset Management Plan and are listed below.

Building condition in 2010:

· 1% - Very good, only planned maintenance required

· 8% - Good, minor maintenance required plus some planned maintenance

· 51% - Fair, significant maintenance required

· 39% - Poor, significant renewal and upgrade required

· 2% - Failed, unserviceable or does not meet Australian Standards.

The allocation of funds via a special variation as per the table below will enable Council to undertake works to elevate the majority of building assets to a ‘Fair’ or ‘Good’ rating.  More detail is available in the Buildings Asset Management Plan Supplement (Attachment 10 - Buildings Asset Management Plan Supplement 2011).

	Buildings (without open space buildings)
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000
	$1,236,000

	Current Expansion
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0

	Total Current
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000
	$2,925,000

	Proposed Renewal
	$1,536,000
	$1,406,000
	$1,506,000
	$1,546,000
	$1,486,000
	$1,486,000
	$1,486,000
	$1,886,000
	$1,536,000
	$1,536,000

	Proposed Expansion
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0
	$0

	Total Proposed
	$3,225,000
	$3,095,000
	$3,195,000
	$3,235,000
	$3,175,000
	$3,175,000
	$3,175,000
	$3,575,000
	$3,225,000
	$3,225,000

	Additional SV funding
	$300,000
	$170,000
	$270,000
	$310,000
	$250,000
	$250,000
	$250,000
	$650,000
	$300,000
	$300,000


Open Space assets

Council has identified, based on its asset management database, an expenditure of $10.5m is required for the replacement of the open spaces assets during the next 10 years, and the rate variation application envisages a similar amount being spent. 

In addition there is a requirement for a range of new services to satisfy the unmet demands of the existing population during the next 10 years. Investigations have identified a shortfall of about $14.1m for new facilities to meet the unmet demand, but this application has only included expenditure of about $8.5m for these facilities (includes about $3.9m for building works).

More detail can be found on page 12 of this document in the section titled ‘Efficient and feasible program of expenditure’, and in Attachment 9 - Open Space Asset Management Plan Supplement 2011.

	Open Spaces with open space buildings
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000
	$1,111,000

	Current Expansion
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000
	$2,081,000

	Total Current
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000
	$8,562,000

	Proposed Renewal
	$1,981,000
	$1,941,000
	$2,976,000
	$2,551,000
	$2,631,000
	$2,201,000
	$1,491,000
	$1,311,000
	$1,736,000
	$1,911,000

	Proposed Expansion
	$2,961,000
	$2,901,000
	$2,216,000
	$2,541,000
	$2,461,000
	$2,891,000
	$3,386,000
	$3,751,000
	$3,391,000
	$3,181,000

	Total Proposed
	$10,312,000
	$10,212,000
	$10,562,000
	$10,462,000
	$10,462,000
	$10,462,000
	$10,247,000
	$10,432,000
	$10,497,000
	$10,462,000

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Additional SV funding  
	$1,750,000
	$1,650,000
	$2,000,000
	$1,900,000
	$1,900,000
	$1,900,000
	$1,685,000
	$1,870,000
	$1,935,000
	$1,900,000


Roads

The Roads Asset Management Class, valued at $395 million, includes 650 kms of roads, 420 kms of paved footpaths and the pedestrian overbridge across George Street Hornsby.  87% of roads and 83% of footpaths have a condition rating of good or very good.  Community surveys over a number of years have identified a community desire for additional footpaths, particularly in areas of high traffic.  The proposed expenditure on extensions to the footpath network will provide the community with the desired footpaths as per the capital works programme attached.  (Attachment 4 – Program of Works).  

The pedestrian overbridge spanning George Street Hornsby plays an important role in enabling pedestrians to cross busy George Street (maintained by the RTA) to access the railway station and either side of the Hornsby Town Centre in safety.  Up until late 2008 the pedestrian overbridge had been considered structurally sound; it being of concrete construction which includes a concrete drop-in-span supported by joggle joints.  Inspection in September 2008 and April 2009 identified significant cracking of the joggle joints which significantly decreases the load carrying capacity.  The defects were damaging the structural integrity of the footbridge.  Repairs to the structure were undertaken in 2009.

The overbridge no longer has the capacity to adequately cope with the volumes of pedestrians currently using the bridge at peak times. Pedestrian counts undertaken by Council confirm that a significant majority of usage of this structure involves access to public transport facilities - railway station, bus interchange and taxi rank. Consultation with the RTA and RailCorp regarding financial assistance towards a replacement structure is proposed.   

The table below includes the funds via a special variation to replace the pedestrian overbridge in 2014.

	Roads
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10

	Year
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Current Renewal
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000
	$3,797,000

	Current Expansion
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000
	$815,000

	Total Current
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000
	$7,554,000

	Proposed Renewal
	$3,927,000
	$3,937,000
	$4,817,000
	$3,897,000
	$3,897,000
	$3,897,000
	$3,897,000
	$3,897,000
	$3,897,000
	$3,897,000

	Proposed Expansion
	$1,115,000
	$965,000
	$915,000
	$915,000
	$965,000
	$965,000
	$965,000
	$965,000
	$965,000
	$965,000

	Total Proposed
	$7,984,000
	$7,844,000
	$8,674,000
	$7,754,000
	$7,804,000
	$7,804,000
	$7,804,000
	$7,804,000
	$7,804,000
	$7,804,000

	Additional SV funding
	$430,000
	$290,000
	$1,120,000
	$200,000
	$250,000
	$250,000
	$250,000
	$250,000
	$250,000
	$250,000


3.4.2 Impact of special variation on key performance indicators

Councils must complete Table ‎3.1 and Table ‎3.2 below to demonstrate the impact on its key performance indicators for the current year and 3 forward years under 2 possible scenarios – (1) the special variation is approved and (2) the special variation is not approved.
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Table ‎3.1

Key performance indicators – Scenario 1 special variation is approved
	Indicator
	30/6/10 Actual
	30/6/11 Estimate
	30/6/12 Forecast
	30/6/13 Forecast
	30/6/14 Forecast

	Operating Balance Ratio %
	7.25
	8.45
	6.55
	3.59
	3.05

	Unrestricted Current Ratio %
	143
	230
	119
	119
	116

	Rates & Annual Charges Outstanding Ratio %
	3.7
	3.91
	3.88
	3.86
	3.85

	Debt Service Ratio %
	4.7
	4.86
	4.76
	4.61
	4.58

	Broad Liabilities Ratio %
	43
	43
	38
	33
	38

	Asset Renewals Ratio
	82
	NA
	NA
	NA
	NA
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Table ‎3.2

Key performance indicators - Scenario 2 special variation is not approved
	Indicator
	30/6/10 Actual
	30/6/11 Estimate
	30/6/12 Forecast
	30/6/13 Forecast
	30/6/14 Forecast

	Operating Balance Ratio %
	7.25
	8.43
	10.74
	9.87
	9.73

	Unrestricted Current Ratio %
	143
	123
	119
	119
	112

	Rates & Annual Charges Outstanding Ratio %
	3.7
	3.91
	3.9
	3.89
	3.88

	Debt Service Ratio %
	4.7
	4.86
	4.9
	4.82
	4.82

	Broad Liabilities Ratio %
	43
	43
	39
	35
	31

	Asset Renewals Ratio
	82
	NA
	NA
	NA
	NA


Note:  Operating balance ratio is the net operating result (excluding capital items) as a percentage of operating revenue (excluding capital items).

Unrestricted current ratio is the unrestricted current assets divided by unrestricted current liabilities. “Unrestricted” means there is no restriction on the asset or liability imposed by regulation or some other externally imposed constraint. Eg, restricted assets include developer contributions.

Rates and annual charges ratio is the rates and annual charges divided by operating expenses.

Debt service ratio is the net debt service cost divided by revenue from continuing operations.

Asset renewals ratio is asset renewals expenditure divided by depreciation, amortisation and impairment expenses.

Broad liabilities ratio is the total debt plus cost to clear infrastructure backlogs (Special Schedule 7) divided by operating revenue.

Also provide commentary on the impact of the special variation on Council’s key performance indicators.  Explain any differences under the 2 scenarios.

Attach a schedule of Council’s projected performance indicators, as reflected under the LTFP scenarios and relevant extracts of the AMP if the application relates to infrastructure investment.
A range of financial benchmarks have been considered in Council’s Long Term Financial Plan to assess financial ‘health’ and are reported in detail from page 191 to page 196 of the LTFP.

Asset Renewals Ratio

Because the historical accounting records of Council do not distinguish between the capitalisation of renewal/replacement expenditure and renewal expenditure Council considers that the future estimate of this ratio could be misleading.  Council has however detailed the ten year and lifecycle asset sustainability ratios with and without the special variation, shown at the end of this section of this document.

For a more detailed explanation of asset renewals and sustainability ratios see the Asset Sustainability Ratios at the end of this section and refer to Attachment 12 - Asset Sustainability extract from Asset Management Plan.

Operating Balance Ratio

It is noted that IPART, when undertaking the “Revenue Framework for Local Government” Final Report in December 2009, considered the Operating Balance Ratio benchmark to be less than 10% of revenue.

Under IPART targets, recurrent sustainability is able to be achieved based on the results achieved in Table 1 above. Under the Baseline Scenario depicted in Table 2 the financial benchmark of the operating balance deficit to be less than 10% of operating revenue will not be achieved in 2011/12. While the 2012/13 and 2013/14 years will see the Baseline Scenario move within the financial benchmark this will be temporary as depicted in Council’s Long Term Financial Plan. As outlined from page 195 in the Long Term Financial Plan by 2020/21 operating balance ratio will reach 14.06%.

Unrestricted Current Ratio

It is noted that IPART, when undertaking the “Revenue Framework for Local Government” Final Report in December 2009 considered that the Unrestricted Current Ratio benchmark to be 1.5:1.  The DLG considers that a result between 1.5:1 and 2:1 is satisfactory.

The Preferred scenario ensures Council’s key liquidity measure is retained within acceptable ranges over the 10 year period of this plan. This would be due particularly to the success of a Special Rate Variation to income.

Baseline – Unrestricted Current Ratio Graphical Result
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The Baseline scenario as depicted in the graph above highlights a gradual deterioration in Council’s Unrestricted Current Ratio based on current funding levels. This result is well below the IPART recommended benchmark of 1.5:1 and below the DLG recommended benchmark of between 1.5:1 and 2:1.

Preferred Scenario - Unrestricted Current Ratio Graphical Result
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The approval of the Special Rate Variation would enable the unrestricted current ratio to trend upwards towards acceptable benchmark levels by 2014/15. 

Outstanding Rates and Annual Charges

It is noted that IPART, when undertaking the “Revenue Framework for Local Government” Final Report in December 2009, considered the Outstanding Rates and Annual Charges benchmark to be less than 6%.  For urban and coastal councils, the DLG considers the benchmark to be less than 5%. Council’s target has been determined at less than 4%.

Both the Baseline Scenario and the Preferred Scenario will achieve the benchmark of below 5%.

Debt Service Ratio % 

This indicator assesses the degree to which revenues from continuing operations are committed to the repayment of debt. The DLG’s benchmark is that a ratio of less than 10% is satisfactory.

All scenarios result in an acceptable level of debt being maintained by Council when compared to target levels. The Preferred scenario improves Council’s debt service ratio over the period of the LTFP.

Council’s debt service ratio under the Preferred Scenario remains within DLG recommended benchmarks. This is demonstrated in the graph below. 

Preferred Scenario – Debt Service Ratio Graphical Result
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Broad Liabilities Ratio %

Under IPART’s definition of capital sustainability, a council is considered to be financially sustainable when its service and infrastructure levels and standards are met over a 10 year period.

It is noted that IPART, when undertaking the “Revenue Framework for Local Government” Final Report in December 2009, considered the Broad Liabilities ratio benchmark to be greater than zero but less than 60%.

Under the Preferred scenario as represented in the tables above Council’s Broad Liabilities ratio % remains within acceptable financial benchmarks.

Asset sustainability ratios

Industry better practice requires an asset sustainability ratio of 100% in the medium term (ten years), which means the required asset renewals are fully funded. Achieving 100% will impact on the lifecycle sustainability ratio as service levels are adjusted and remaining useful life is re-calculated.  

Hornsby Shire Council has set itself an asset management goal of achieving a ten-year sustainability ratio of 1.0 and a lifecycle sustainability ratio trending to 1.0.  

A comprehensive review of all asset classes in 2010 highlighted the ten year and lifecycle sustainability ratios across Council’s six asset classes and the impact of additional funding via a special variation to general income as demonstrated below (Asset Management Plan, Renewals page 28). 
	Total 10 year planned maintenance

(‘$000)
	Total 10 year planned renewal

(‘$000)
	Total 10 year projected maintenance

(‘$000)
	Total 10 year sustainability ratio
	Annual planned lifecycle expenditure

(‘$000)
	Annual planned lifecycle cost

(‘$000)
	Annual required lifecycle cost (‘$000)
	Total lifecycle sustainability ratio

	$90,955
	$67,710
	$95,270
	$127,212
	0.71
	$15,866
	$30,136
	0.53


Hornsby Shire Council’s ten year asset sustainability ratio is 0.71. The longer term asset sustainability ratio falls to 0.53, based on a required annual lifecycle cost of $30.1 million and an annual planned expenditure of $15.9 million.  

The allocation of approximately $4 million per year focussed on renewal and upgrade works would impact on the desired lifecycle sustainability ratio by increasing the ten-year ratio to 0.96 and the lifecycle ratio to 0.69, as per the following table.

	Total 10 year planned maintenance

(‘$000)
	Total 10 year planned renewal

(‘$000)
	Total 10 year projected maintenance

(‘$000)
	Total 10 year projected renewal

(‘$000)
	Total 10 year Sustainability Ratio
	Annual planned lifecycle expenditure

(‘$000)
	Annual required lifecycle cost (‘$000)
	Total lifecycle sustainability ratio

	$92,079
	$108,101
	$98,662
	
	0.96
	$20,018
	$28,833
	0.69


For more information regarding asset sustainability ratios see Attachment 12 – Asset Sustainability extract from Asset Management Plan.

4 Community consultation

Councils must show adequate community consultation regarding the reasons for the variation and its impact on ratepayers.

4.1 The consultation strategy

In the section below, provide details of the consultation strategy undertaken by Council, including the range of methods used to inform the community on the special variation proposal and to obtain community feedback on this option (eg, a survey, focus group, online discussion, town hall meeting, newspaper advertisement or public exhibition of document).

The information should clearly identify:

· Key stakeholders in the consultation process.
· Methods of consultation and why these were selected.
· Timing of the consultations (including exhibition of Draft Community Strategic Plan, Draft Delivery Program and Draft Operational Plan as applicable).
Also attach an extract from Council’s Draft Delivery Program that sets out the special variation proposal.  This extract must include the proposed rating structures that will apply both with the special variation and without the special variation.
As requested - Attachment 15 SV Proposal is an extract from Council’s Delivery Program that sets out the special variation proposal.

In 2009/10 Hornsby Shire Council undertook an extensive community engagement strategy aligned to the requirements of the Integrated Planning and Reporting Framework and a proposed rate increase. Seeking community involvement in the development of a Community Strategic Plan is congruent with seeking community feedback regarding a special variation to general income to fund enhancements desired by the community.  The Community Engagement Strategy and Plan recognised the size and geography of Hornsby Shire and the need to consult with residents based on both their location and their interests.

The engagement and consultation activities had a number of purposes. Firstly, to build support for the development of a community strategic plan based on the community’s dream/vision for Hornsby while recognising the challenges in delivering that dream/vision. Secondly, to involve and inform people about Council’s desire to improve the ageing infrastructure and build new facilities to meet the changing needs of the community.  Thirdly, to assist ratepayer understanding of Council’s finances and the business case driving the proposed rate variation including the rating options, and fourthly to elicit community preference regarding priority infrastructure projects.

The 2009/10 consultations were the foundation of the Hornsby Shire Community Plan 2010-2020.  The consultations also found that 68% of residents supported a rate increase to fund enhancements to local infrastructure, 23% opposed a rate increase and 9% made general comment but neither supported nor opposed a rate increase.  Despite the obvious community support the application for a rate increase was not approved by the Minister for Local Government.

Since September 2010 Council has been re-engaging its community regarding another application for a special variation to general income.  

A critical element in any consultation strategy is to have an engagement goal at each step/stage.  The first stage was consultative with the aim of gauging public acceptance of a rate increase.  The second stage was to involve the community in deciding preferred and alternative preferred scenarios, and the third stage was to inform the community of the proposal and seek submissions and feedback.  At many points in time the stages of consultation overlapped. 

Stage One - CONSULT

Activities to consult the community of the proposed rate variation to general income (rate increase) were mainly information and surveys delivered face-to-face at various events and places including: 

· The Bushland Festival at Fagan Park, Dural

· Swanes Nursery Dural 

· Bunnings Thornleigh 

· Cherrybrook sportsground during baseball games

· Citizenship ceremonies at Hornsby Council Chambers

· Chinese Community Network Cherrybrook

· Over 55’s Advocacy Group

· Hornsby Children’s Services Network

· Author talks at Hornsby Library

· Hornsby Kuring-gai Multicultural Network

· Staff who reside in the Shire

The surveys were delivered to over 900 residents via innovative hand held voting devices in order to encourage maximum participation from all ages including younger people.

The purpose of the consultation activities was to gauge public acceptance in 2010 of the need for a rate increase to fund infrastructure and the level of rate increase most palatable to the community.  The findings confirmed the 2009 consultation results in which 68% supported a rate increase.  The 2010 results demonstrated that 76% of residents were prepared to pay between $1 to $2 more in rates per week in order to receive improved facilities.

Stage Two – INVOLVE and COLLABORATE

Activities to involve the community regarding the proposed rate variation to general income (rate increase) included:

Workshops hosted by the General Manager at

· Pennant Hills Bowling Club

· The Galston Club

· Hornsby RSL Club

· The Beecroft Club

· Hornsby Council Chambers

· Berowra RSL

Meetings with local sporting and community groups including:

· Cherrybrook Senior and Little Athletics

· Ku-ring-gai and District Soccer Association

· Northern District Cricket Association

· Berowra Soccer Club

· West Pennant Hills Cherrybrook Cricket Club

· Hills Hawks Football Club

· YMCA Sydney

· Gladesville Hornsby Football Club

Deliberative polling at local shopping centres and other venues including

· Brooklyn Marina

· Cherrybrook shops

· Hornsby Library

· Westleigh shops

· Waste tours to Kimbriki centre

The purpose of involving the community was to provide factual information face-to-face, answer questions, and ensure community concerns and aspirations were taken into account with the proposal for a rate increase.

This stage of the consultation was the most resource intensive, requiring staff to attend public meetings and be available at venues such as local shopping centres.  The results of this type of involving consultation demonstrate that, when residents take the time and are given the level of information detail for a deliberative and considered response, the overwhelming majority support a rate increase to improve local facilities and amenities.  Of the 171 residents directly involved in this type of consultation 92% (158 people) supported a rate increase and 8% (13 people) do not support an increase.

The consultation and involvement stages of community engagement require more effort in a large shire such as Hornsby Shire where there is a mix of lifestyles and locations of residents, from remote river based communities to rural areas to suburban and high density living.  The map below demonstrates the geographical spread of engagement activities undertaken.

[image: image10.jpg]Rate Proposa I Deliberative Rolling Sites

- Brooklyn Marina
. . - Cherrybrook shops
Consultation Locations | -jerbriien
- Westleigh shops
- Epping Library
- Waste tours to Kimbriki centre
- The Bushland Festival (Fagan Park Dural)
- Swanes Nursery (Dural)
- Bunnings (Thornleigh)
b, iz ppsinns - Cherrybrook Sportsground
' - Citizenship Ceremonies (Chambers)
- Author talks (Hornsby Library)

Map.not to scale

Workshops Sites

- Pennant Hills Bowling Club

- The Galston Club x2

- Hornsby RSL Club

- The Beecroft Club

- Hornsby Council Chambers

- Berowra RSL x2

- Staff who reside in the Shire

Hagietoas mll

Local Group Meeting Sites

- Cherrybrook Senior and Little Athletics

- Ku-ring-gai and District Soccer Association
- Northern District Cricket Association

- Berowra Soccer Club

- West Pennant Hills Cherrybrook Cricket Club
- Hills Hawks Football Club

- YMCA Sydney

- Gladesville Hornsby Football Club

- Chinese Community Network Cherrybrook
- Over 55's Advocacy Group

- Hornsby Children’s Services Network

- Hornsby Kuring-gai Multicultural Network




Note: The north western section of the Shire is predominantly bushland with low population density. 

Stage Three - INFORM

Activities to inform the community of the proposed rate variation to general income (rate increase) included:

· Flyer delivered to 46,200 homes with the rates notice in January 2011

· Advertisements in the four major newspapers (Hornsby Advocate, Hills News, Northern District Times and the Bush Telegraph) 

· Large articles in the Hornsby Advocate 24 January and 17 February 2011

· Prominent signage at five Libraries, Hornsby Aquatic Centre, community centres at Berowra, Cherrybrook, Epping and Pennant Hills as well as five child care centres February to March 2011

· In the Bushland Shire News delivered to every household in the Shire in December 2010 

· On Council’s web site 17th February to 16th March 2011

· On Bang the Table web site - 17th February to 16th March 2011

· Email notification in November 2010 and February 2011 to 

· 800 community panel members

· 900 people in bushcare groups

· 313 people in Over 55’s Advocacy group

· 156 people registered for sustainability notices

The Community Engagement and Feedback document (Attachment 14) demonstrates the media coverage and subsequent community debate.

The purpose of the activities to inform the community regarding the proposed rate increase was to widely publicise the proposal for a rate increase and seek community feedback (support or non-support) regarding the proposal.  

Overall 411 submissions were received, with 72% supporting a rate increase and 28% not supporting an increase.

Using the internet and SMS 

Many consultation methods were tied to the high level of internet access in residential homes, with 60% of households in Hornsby Shire having internet access at home compared to 47% in the Sydney Statistical Division.  Council developed a dedicated web page for the rate proposal http://future.hornsby.nsw.gov.au/ to provide information and seek feedback via an online survey and email submissions.

Council also used a BangtheTable forum so those with an interest could develop an online conversation regarding the rate proposal.  This type of forum has been used previously by Council to discuss issues of importance to residents, and has proven very popular.  In this instance 17 people completed a survey via BangtheTable, with 59% supporting the rate increase and 41% not supporting the increase.  This site also hosted community comment from 26 people http://bangthetable.com/hornsbyrateproposal. The modest response reflects the prior involvement of many who, after two years of consultation, now want Council to ‘just get on with it’.  

Additionally Council set up a text message service to receive poll votes regarding support or non-support for the rate increase proposal.  The purpose of SMS was to provide an easy and convenient avenue to nominate support or non-support for a rate increase, particularly aimed at younger people. 17 people used the SMS service to comment on the rate increase proposal.  41% (7 people) supported the rate increase and 59% (10 people) did not support the proposal.

Council uses Twitter, however our following is small because Twitter is ruled by what is known as the 'dictatorship of followers' and people are often hesitant in following an organisation such as a local council.  Therefore twitter was not included in Hornsby Shire Council’s consultation strategy.

Council does not have a Facebook page, preferring instead to use BangtheTable, as noted above, because it is well known to Hornsby residents through numerous other consultations.  

Surveys

Council undertook a community engagement survey amongst a representative cross-section of residents in June 2009.  This survey, delivered by telephone, Council’s web site and focus groups, provided the basis for future engagement to inform the development of a Community Strategic Plan.  In this survey participants nominated infrastructure as the area most needing more action from Council.

In 2010 Council undertook a follow-up survey delivered face-to-face and on Council’s web site.  The purpose of the second survey was to elicit more information regarding the specific infrastructure desired by the community and the community’s preparedness to pay additional rates to receive infrastructure upgrades.

Council considered, and rejected, the idea of a telephone survey during the informing stage because the question technique used in telephone surveys was considered unsuitable at this stage because it is dichotomous with implicit response options of "Yes" or "No" regardless of the fact the respondent may want more information.  Council preferred instead to undertake face-to-face surveys and surveys in a deliberative environment when participants could explore various options before responding.

Community languages

In 2006, 8.6% of Hornsby Shire's overseas born population was not fluent in English compared to 14.0% in the Sydney Statistical Division.  The 2006 census data also showed that, while Hornsby Shire has a low proportion of persons not fluent in English, at the same time the majority of those live in the suburbs of Cherrybrook, Epping and Waitara in households with fluent English speakers.  Therefore Council did not translate the rate increase information into other languages.

Attachment 13 Community Engagement Strategy provides more detail regarding Council’s approach to engagement.  The Community Engagement Strategy was the foundation for all consultation activity over the past two years.

4.2 Outcomes from community consultations

Councils must also provide a summary of the outcomes from community consultations (eg, number of attendees, percentage of responses indicating support, overall sentiment of representations).  In addition, provide a summary of submissions received in response to the exhibition of the Delivery Program/Operational Plan, where they relate to the proposed special variation.  Identify the level of community support for the proposal (including by relevant stakeholder group) and any action proposed by Council to address issues of common concern.
In March 2010 Council submitted an application to the DLG for a rate increase based on Section 508(2) following extensive community engagement.   This application focussed on three distinct infrastructure projects and a range of minor ward based projects.

The outcomes from the consultation and engagement about the proposed rate variation indicated that, when residents understand and appreciate the enormity of the problem, the majority supported the introduction of a rate variation for infrastructure improvements (infrastructure levy).  Given the choice between either paying an increase of $60 to $70 a year more or lowering the current level of services provided by Council, 68% of people preferred to retain current service levels, recognising the modest financial impact on households. (Council Report GM18/09).  The application was not approved by the Minister for Local Government.

In October 2010 Hornsby Shire Council embarked on another round of community consultation based on the stages of consulting, involving and informing the community about a proposal for rate increase to maintain, repair and replace a broad range of infrastructure projects across the Shire.  This consultation built on the outcomes from the previous consultations about an infrastructure levy.

Outcomes from Stage One - CONSULT

The following issues related to each asset category were raised in the consultations in 2009 and 2010.

Roads 

· More footpaths across the Shire

· Install kerb and gutter at more areas within existing suburbs

· More parking facilities particularly around the train stations and some bus stops

· More bike paths and end of trip facilities such as bike lockers

· Better traffic management

· Implement plans with the RTA to deal with Pennant Hills Road

· Improve public transport, particularly at night

Public Buildings

· Upgrade and remodel the libraries

· Provide a cultural centre and town hall complex

· Replace the Hornsby pedestrian over bridge

Open Spaces

· Provide additional passive and active recreational areas

· Improve the amenities at local ovals and parks

· Increase weed control in parks and bushland areas

· Control rabbits and other feral animals

· Provide more playgrounds and play areas

· Develop BMX tracks in appropriate bushland

Recreation Facilities

· Replace the Hornsby Aquatic Centre, preferably as part of a complex (gym etc)

· Upgrade the aquatic facilities at Galston and Epping 

· Provide additional sports grounds

Foreshore Facilities

· Provide commuter berthing facilities

· Continue working towards water quality improvements

Stormwater Drainage

· Extend the sewer to outlying areas

· Improve drainage in the Hornsby CBD

· Improve drainage in areas subject to flooding, particularly Beecroft and Galston

Outcomes from Stage Two – INVOLVE and COLLABORATE
In October 2010 Council determined to seek community feedback regarding an increase in rates to fund a Building for our Community program aimed at replacing, upgrading and repairing infrastructure.  

The community feedback showed that, while recognising there would be a cost, 76% of people were willing to support a special rate variation (a rate increase) to assist in financing upgrades and improvement to various asset classes, particularly improving the amenity of local parks, additional footpaths, replacement of the Hornsby Pool and replacement of the Hornsby pedestrian overbridge as per the results below. 

People were prepared to pay between $50 to $100 in additional rates per year (based on an average rate of $930 per year in 2010) in order to receive the improvements in facilities, as per the results below.

Survey results December 2010 – 972 participants

The survey was delivered face-to-face at events within the Shire and at community meetings.  It was also delivered by email and available on Council’s web site.

	Question

Recognising there will be a cost, what facilities would you like to see more of, or improved, within Hornsby Shire?  
	Response %

	
	

	Amenities at local parks and ovals, including lighting, parking and drainage
	16.82%

	BMX tracks and/or cycleways
	9.03%

	Community Centre upgrades
	7.40%

	Hornsby pedestrian overbridge replaced
	10.40%

	Hornsby pool replaced
	12.51%

	Playgrounds
	8.02%

	Ovals and parks at Old Mans Valley
	6.06%

	Stormwater drainage
	8.80%

	Footpaths
	15.02%

	None if I have to pay more
	5.94%

	Totals
	100.00%
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	Question

To achieve this improvement in facilities, how much would you be prepared to pay per week in your Council rates?
	Response %

	
	

	$1.00 per week ($52 per annum)
	31.73%

	$1.01 to $1.50 per week  ($52.50 to $78 per annum)
	20.04%

	$1.51 to $2.00 per week  ($78.50 to $104 per annum)
	24.22%

	Prefer not to have improved facilities if I have to pay more
	24.01%

	Totals
	100.00%
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As a consequence of the above and taking account of the various scenarios modelled to determine the balance between benefit and affordability, Council unanimously agreed to apply to the Independent Pricing and Regulatory Tribunal (IPART) for a special variation to general income in accordance with guidelines issued by IPART in December 2010.

Outcomes from Stage Three - INFORM

The primary informing stage of consultations occurred during exhibition of the draft documents relating to the Delivery Program and Operational Plan from 17 February to 16 March 2011.

During this time Council hosted public meetings at three locations in the Shire, one in each ward, as well as actively seeking feedback at ‘Have your Say’ sessions in local shopping centres, libraries and community events.  Other meetings with stakeholders such as sporting groups were also held.  

Council also invested time and effort advertising the availability of the documents for comment and seeking feedback via: 

· advertisements in the four local papers 

· email to residents registered as community panel members

· letter/email to local chambers of commerce and civic trusts

· notices to local sporting groups

· information on Council’s web site

· forum on BangtheTable

· an SMS response service

411 submissions were received, 408 during the exhibition period and 3 late submissions.  The results demonstrate majority support for an additional rate to fund the repair, replacement and upgrade of community infrastructure, with 72% of respondents supporting the rate increase and 28% opposed to the rate increase.  This figure of support is similar to the outcomes of consultations held between September and December 2010 in which 76% of respondents said they were prepared to pay increased rates in order to receive improved facilities and local amenities.

The results also show that, when ratepayers are given the time and the information to appreciate the enormity of the infrastructure problem facing Council, in a face-to-face setting with the opportunity to ask questions and probe deliberatively, the support for a rate increase rises significantly, with 92.4% of those respondents supporting the rate increase proposal.

Council developed two options for a rate increase; a preferred and an alternative preferred option.  The preferred option is a rate increase over three years, with a rate decrease in 2015/16 when the Hornsby Quarry Loan Rate ceases.  The alternative preferred option is a more modest rate increase over two years, with retention and redirection of the value of the Hornsby Quarry Loan Rate in 2015/16.  Both options provide Council with a level of financial certainty for the future and sufficient funds to enable a broad range of infrastructure improvements to be undertaken.  

The consultation results show a clear preference by the community for a rate increase based on the preferred option and therefore Council unanimously determined that an application for a special variation to general income be based on the preferred option.
Table of submissions re rate proposal

	
	SUPPORT
	NOT SUPPORT

	Face to Face Survey
	
	

	Preferred scenario
	115
	

	Alternative preferred scenario
	43
	

	
	158
	13

	BangtheTable Survey
	
	

	Preferred scenario
	6
	

	Alternative preferred scenario
	5
	

	
	11
	7

	Web Site Survey
	
	

	Support @ $1 per week
	45
	

	Support @ $1.50 per wk
	19
	

	Support @ $2 per week
	40
	

	
	104
	71

	
	
	

	Emails and letters received
	
	

	(includes three late submissions)
	
	

	
	17
	13

	SMS Text Responses
	
	

	
	7
	10

	
	
	

	TOTAL RESPONSES = 411 
	297 (72%)
	114 (28%)
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The majority of submissions were received via completion of surveys, however Council did receive a number of letters of support from groups involved in the provision of local sports and community benefit activities.  Whilst these groups represent many people in the community, particularly the users of Council’s sportsfields and ovals, each club’s representation was only recognised as one response in the survey result statistics.  Their letters of support included comment regarding the allocation of funding and/or the 2011/12 proposed increase in fees for the use of sports-grounds as listed below. 

	Community group
	Issue

	West Pennant Hills Cherrybrook Football Club with 1,000 members
	Supports the rate increase. Requests floodlights and irrigation systems remotely controlled at the following grounds

1. Campbell Park 

2. Thomas Thompson Oval 

3. Edward Bennett Oval 

Note – this work is scheduled in the rate proposal program of works

	Northern District Cricket Club
	Recognise the need for a rate increase but request a review of the proposed increase in fees for use of sport-grounds if rate proposal is successful.

Note – Review of fees if rate application is approved is part of this report.

	Ku-ring-gai and District Soccer Association with 17,000 members
	Supports the rate increase. Member numbers have doubled over the past 12 years, the issue is the lack of grounds, poor quality lighting and general lack of training facilities.

	Berowra Soccer Club with 480 members
	Supports the rate increase. Wants to ensure the majority funds (excluding Hornsby Pool) are spent on improvements to sporting facilities spread equally across the Shire.

	Cherrybrook Senior and Little Athletics Centre with over 500 members
	Supports rate increase and would like some funding directed to Greenway Oval No. 2 for maintenance and upgrades

	Hills Hawks Football Club
	Supports the rate increase, particularly the funding being directed to improvements at Hayes Oval.

	Pennant Hills Football Club
	Supports the rate increase. Notes the shortage of playing fields in the Shire and the consequential over-use leading to degradation of playing surfaces.

	YMCA of Sydney with over 180,000 participants per year
	Supports rate increase and requests:

· Allocation of funds per ward to ensure parity

· Funds for West Epping be allocated for 2011/12

· Further consultation on the allocation of funds and projects, including flexibility to change priorities

· Consideration of the use of S94 funds in tandem with rate increase

	Gladesville Hornsby Football Association
	Supports rate increase but questions the need to replace the Hornsby Aquatic Centre.

	Beecroft Football Club with over 600 players
	Supports rate increase.  Is concerned about the impact of increasing population, the need for additional facilities and the over-use of sportsfields.

	Hornsby Touch Association re rate proposal
	Supports the rate increase.

	Hornsby Ku-ring-gai and Hills District Cricket Association with over 3,500 players re rate proposal
	Supports the rate increase.  Expresses concern at the lack of sportsfields in the Shire and the impact this has on the Association’s ability to meet the needs of players for venues and matches.




For more information regarding consultations and media coverage see Attachment 14 Community Engagement and Feedback.

In summary, Council’s extensive consultation activities undertaken over the past two years, demonstrates consistent community support for a rate increase to provide funding for the repair, upgrade and improvement to local facilities.

5 Rating structure and the impact on ratepayers
Councils must also fill in the worksheets in Part A of the application which will provide the information and calculations underpinning the proposed ratings structure, the impact of the special variation and average rate increases.
5.1 Proposed rating structure for the revenue path
In the section below, provide a detailed explanation of the proposed rating structure for the variation under two scenarios – the proposed rating structure if approved and the proposed structure should it not be approved.

Rating Structure Overview

Since the 2005/06 rating year, Council’s general income from rates has been sourced from the following three rates:

· Ordinary Rates – levied according to rateable land being grouped into the categories of Residential, Farmland, Business and Hornsby CBD.  Residential and Farmland category rates for individual properties are calculated by adding a specific Base Amount for each category (the same for each property in the category) to an Ad Valorem Amount ( a specific rate in the dollar for each category multiplied by the individual property value).  Business and Hornsby CBD category rates are calculated by an Ad Valorem rate applied to each individual property value, subject to a Minimum Rate being payable by each property.

· Catchments Remediation Rate – levied according to an Ad Valorem rate in the dollar being applied to each rateable property.
· Hornsby Quarry Loan Rate – levied according to rateable land being grouped into the categories of Residential, Farmland, Business and Hornsby CBD.  Individual rates are calculated by adding a specific Base Amount for each category (the same for each property in the category) to an Ad Valorem Amount (a specific rate in the dollar for each category multiplied by the individual property value).
Each of these nomenclatures attributed to a rate have been utilised by Council to fulfil its obligation to be open and transparent with its community in relation to fulfilling its obligations to the Minister’s approval conditions and to independently account for and report on revenue received and funds expended.

The first utilisation of these nomenclatures was in the year 1994/95 and subsequently amended for the year 1997/98 when the Council’s General Rate Income was divided into Ordinary Rates Income and a Catchments Remediation Rate.  The Catchments Remediation Rate was defined as 5% of total Ordinary Rates Income.  

On 30 May 2005, Council made application to the Minister for Local Government seeking approval for an 8.83% increase in General Rates Income to assist with costs associated with the repayment of the loan to compulsorily purchase the Hornsby Quarry site.   As outlined above, at that time, Council’s General Rates Income was raised through what was termed Ordinary Rates (i.e. Farmland, Residential, Business and Hornsby CBD Rates, and the Catchments Remediation Rates).

The Minister for Local Government’s approval dated 10 June 2005 was for a special increase in Council’s General Rates Income for a 10-year period from 2005/06 to 2014/15.

The approval referred to the raising an additional amount of $2,465,394 in the 2005/06 rating year.  The approval was given on the basis that Council would reduce its General Rates Income for the 2015/16 rating year by the amount equal to $2,465,394 plus the equivalent cumulative portion of any General or Special Variations increases approved by the Minister during the 2006/07 to 2014/15 rating years inclusive.

In the absence of further special variations, the overall effect of the above is that from the 2005/06 rating year until the 2014/15 rating year

· The amount that Council can increase its General Rates income levy each year is limited to the annual rate pegging increase announced by the Minister

· The total amount of General Rates levied will comprise the Ordinary Rates, Catchments Remediation Rate  and the Hornsby Quarry Loan Rate
· The annual amount levied for the Catchments Remediation Rate should be 5% of the annual amount levied for Ordinary Rates
· The annual amount levied for the Hornsby Quarry Loan Rate should be $2,465,394 (the Minister’s approval for 2005/6), escalated on a cumulative basis each year by the annual rate pegging increase announced by the Minister.

As the IPART Guidelines require the rate variation application to express the variation as a percentage of General Rates Income, the percentages for the first three years being 7.8%, 6% and 4% are therefore expressed as percentages of the total of what Council terms Ordinary Rate, Catchment Remediation Rate and Hornsby Quarry Loan Rate income.  For rating, accounting and expenditure purposes and to conform with the Ministerial approvals, if this application is approved the Hornsby Quarry Loan Rate will only be increased by the rate peg of 2.8% for 2011/12 and for the estimated rate peg increase of 3% until 2014/15 at which point the rate will cease.

The amount levied for Catchments Remediation Rate each year will remain at 5% of the annual amount levied for Ordinary Rates in that year.

Proposed Rating Structure

As indicated Council’s application for a rate variation is required to be expressed as a percentage increase to general income inclusive of the rate peg.  General income is defined in the Local Government Act 1993 as income from ordinary rates, special rates and annual charges, excluding annual charges for domestic waste management services.  Consequently the increase is expressed as a percentage of all Council’s ordinary and special rates but funds generated by the increase to general income will be applied to renew, repair and replace the Shire’s infrastructure and contribute towards the long term financial sustainability of Council.

The following tables show the rating structure for 2011/12 under two scenarios – the proposed rating structure should the application not be approved (the 2.8% rate increase) and the proposed rating structure if approved (the 7.8% rate increase).
Rating structure for 2011 – 2012 (exclusive of rate variation) 
2.8% rate peg – Ordinary Rates
	Category
	Rate in

the 

$
	Minimum 

Amount

$
	Base

Amount 

$
	Base

Amount 

%
	Yield 

$
	% of

Total Rate

	Residential
	0.00151246
	
	413
	45
	49,198,738
	87.5

	Farmland
	0.00117367
	
	413
	28
	449,818
	0.8

	Business
	0.0043555
	442
	
	
	3,823,449
	6.8

	Business- Hornsby CBD
	0.00983730
	442
	
	
	2,755,132
	4.9

	Total
	
	
	
	
	56,227,137
	100




2.8% rate peg - Catchments Remediation Rate

(N.B. There are no minimum or base amounts in respect of this rate)

	Category
	Ad Valorem 
Rate per $
	Yield $

	Residential
	0.00013792
	2,457,927

	Farmland
	0.00008175
	22,471

	Business


	0.00023823
	191,012

	Business-Hornsby CBD
	0.00049365
	137,641

	Total


	
	2,809,051




2.8% rate peg - Hornsby Quarry Loan Rate

	Category
	Base

Amount 

$
	Base

Amount 

%
	Ad Valorem

Rate per $
	Yield 

$

	Residential
	20
	41
	0.00008564
	2,603,444

	Farmland
	30
	39
	0.00005298
	23,803

	Business
	48
	49
	0.00012829
	202,318

	Business Hornsby 
CBD
	      119
	42
	0.00030222
	145,789

	Total
	
	
	
	2,975,355




Rate reductions for eligible pensioners

1. Eligible pensioners are entitled to a reduction in ordinary rates and domestic waste management services of $250 per annum (subject to the qualifications set out in Section 575 of the Local Government Act).

2. Pensioners also receive a $10 reduction on the rate amount applicable to the Hornsby Quarry Loan rate.

Rating structure for 2011 – 2012 (inclusive of proposed preferred rate variation 7.8%)
Ordinary Rates
	Category
	Rate in the

       $
	Minimum Amount

$
	Base Amount

 $
	Base Amount

%
	Yield $
	% of

Total Rate

	Residential
	0.00158699
	
	435
	45
	51,711,909
	87.5

	Farmland
	0.00123261
	
	435
	28
	     472,795
	  0.8

	Business
	0.00476788
	464
	
	
	 4,018,755
	  6.8

	Business- Hornsby CBD
	0.01034000
	464
	
	
	 2,895,864
	  4.9

	Total
	
	
	
	
	59,099,322


	100




Catchments Remediation Rate

(N.B. There are no minimum or base amounts in respect of this rate)

	Category
	Ad Valorem

Rate per $
	Yield $

	Residential
	0.00014499
	2,583,924

	Farmland
	0.00008594
	          23,623

	Business


	0.00025044
	       200,802

	Business-Hornsby CBD
	0.00051896
	       144,698

	Total


	
	 2,953,047




Hornsby Quarry Loan Rate

	Category
	Base

Amount 

$
	Base

Amount 

%
	Ad Valorem

Rate per $
	Yield 

$

	Residential
	20
	41
	0.00008564
	2,603,444

	Farmland
	30
	39
	0.00005298
	     23,803

	Business
	48
	49
	0.00012829
	    202,318

	Business Hornsby CBD
	      119
	42
	0.00030222
	   145,789

	Total
	
	
	
	2,975,355




Rate reductions for eligible pensioners

1. Eligible pensioners are entitled to a reduction in ordinary rates and domestic waste management services of $250 per annum (subject to the qualifications set out in Section 575 of the Local Government Act).

2. Pensioners also receive a $10 reduction on the rate amount applicable to the Hornsby Quarry Loan rate.
3. Pensioners also receive an additional $20 reduction on the rate amount applicable to the proposed rate variation increase.
5.2 Impact on rates
Provide comment on the impact of the proposed increases on different rating types and categories, as detailed in Worksheet 5 of Part A.
	WORK SHEET 5 IMPACT ON RATES

	 
	 
	 
	7.8%
	6%
	4%

	Category
	Sub-category
	Average rates without SV
	Average rates with SV Year 1
	Average rates with SV Year 2
	Average rates with SV Year 3

	Residential
	 
	980.00
	1,056.00
	1,119.36
	1,164.13

	Farmland
	 
	1,570.00
	1,692.00
	1,793.52
	1,865.26

	Business
	 
	1,884.00
	       2,031.00 
	2,152.86
	2,238.97

	Business
	Hornsby CBD
	5,689.00
	6,133.00 
	6,500.98
	6,761.02


Note: The ordinary rate includes the Catchments Remediation Rate and the Hornsby Quarry Loan Rate

The following table compares the 2011/12 average rate per rate bracket with the rate peg and with the special rate if approved (excludes the waste charge).
	Rate bracket per annum
	Number of properties
	% Total
	Average 2010/11 rate in bracket
	Average 2011/12 rate with 2.8% rate peg increase
	Average 2011/12 rate with 7.8% increase
	Difference between 2.8% and 7.8%



	Up to $500
	1,264
	2.4%
	486.15
	499.76
	538.74
	38.98

	$500 - $1,000
	25,604
	47.8%
	786.20
	808.21
	871.25
	63.00

	$1,000 - $1,500
	24,924
	46.5%
	1,137.69
	1,169.54
	1,260.77
	91.23

	$1,500 - $2,000
	1,394
	2.6%
	1,706.80
	1,754.59
	1,891.44
	136.85

	$2,000 - $2,500
	258
	0.5%
	2,174.13
	2,235.01
	2,409.34
	174.33

	$2,500+
	166
	0.3%
	3,627.03
	3,728.59
	4,019.42
	290.83

	Total number of rateable properties
	53,610
	
	
	
	
	


Overall impact on ratepayers

There are 53,610 ratepayers in Hornsby Shire.  For the majority of ratepayers the difference with and without the special variation will be $39 to $91 in 2011/12, depending on the value of the rateable property.

Consultations with residents and ratepayers indicated that people prefer to maintain current service levels and incur a modest rate increase rather than face a diminution of service levels.  

Consultation also indicated that, recognising the short and longer term impacts, the majority of ratepayers preferred to pay a rate increase spread over three years and receive a rate decrease in 2015/16 when the Hornsby Quarry Loan Rate ceases rather than a more modest increase over two years and retention of the value of the Hornsby Quarry Loan Rate in 2015/16.  This can be attributed to two factors:

1. A rate spread over three years will cost ratepayers more in the short term but will cost less over time

2. Ratepayers are keen for Council to maintain trust regarding the cessation of the Hornsby Quarry Loan Rate 

Eligible pensioners and those suffering hardship will be entitled to a $20 rebate per year.  
5.2.1 Minimum Rates
Does Council have minimum rates? 








             Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

If Yes, provide details including proposed share of ratepayers on the minimum rate for the relevant category with and without the special variation.

Hornsby Shire Council does have a minimum rate of $442 for both the business rate and the business rate in Hornsby CBD.  The business rate and Hornsby CBD rate accounts for 12% of council’s rate income.

Business properties are assumed to have a higher income producing capacity in addition to tax deductibility for rates; consequently they are rated higher than residential land.  

For further information see Attachment 15 Extract from Delivery Program.
5.2.2 Community’s capacity to pay proposed rate increases

Discuss the capacity of ratepayers, in each sub-category, to meet the rate increases (eg, relative to similar councils in the context of the local socio-economic profile).  Provide relevant supporting information.
Household income is one of the most important indicators of socio-economic status.  The median family income for Hornsby Shire ($66,000) is higher Sydney Statistical Division ($51,000).  Overall 39.4% of households earn a high income and 11.4% are low income households, compared with 29.5% and 16.8% respectively for the Sydney Statistical Division. (ABS 2006 Census).  

The Division of Local Government’s assessment of Hornsby Shire Council’s 2010/11 application for a 5.8% rate increase above the rate peg, noted that, while average residential rates are above the Group 7 average (see table below), average incomes are also above the metropolitan average, and therefore the DLG concluded that a 5.8% rate increase above the allowable rate peg was considered ‘affordable’.  In this current application Council is seeking a 5% increase above the rate peg commencing in 2011/12. 

Average rates within comparative group (Group 7) – 2008/09

	
	Hornsby Shire Council
	Group Average
	Highest
	Lowest

	Residential
	814.57
	795.91
	980.73
	718.06

	Business
	2,386.06
	3,271.03
	4,934.19
	1,855.56

	Farmland
	1,347.54
	1,730.47
	4,536.23
	889.97


Note: DLG comparative data for years beyond 2008/09 not available at time of writing

Home ownership and employment rates, known as tenure data, to some extent, provide insights into the socio-economic status of an area. For example, a high concentration of private renters may indicate an area attractive to specific housing markets such as young singles and couples, while a concentration of home owners indicates a more settled area (i.e. less transitory), with mature families and empty-nester household types.

The 2006 ABS Census data revealed that, of the 53,600 rateable properties in Hornsby Shire;

· 19,200 are owned

· 19,328 are being purchased

· 15,072 are being rented, and of those:

· 622 are Government rented

· Remainder are privately rented

Hornsby Shire has a large proportion of ‘settled’ households, meaning people remain in the area for longer periods and those paying the increased rates are likely to directly benefit from the improvements to local infrastructure. 

The unemployment rate in Hornsby Shire at 3.5% is less than the Sydney Statistical Division of 5.2%.  At the same time 53% of jobs in the Shire are filled by residents. (ABS 2006 Census)

Average council rates

[image: image14.emf]Average rate per assessment - Residential 

0

200

400

600

800

1000

1200

2004/052005/062006/072007/082008/09

Dollars

Hornsby

Ku-ring-gai

The Hills Shire


Hornsby Shire Council’s residential rates are lower than either of its neighbouring councils (DLG Comparative Data – 2008/09).  It is expected that even after the introduction of the special variation to general income of 7.8%, Hornsby’s residential rates will be significantly lower than the amount paid by Ku-ring-gai Council ratepayers and be similar to the rates paid in The Hills Shire.
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Hornsby Shire Council’s business rate is less than Ku-ring-gai but more than The Hills Shire (DLG Comparative Data – 2008/09).  The increase payable as a result of the rate variation will not impact on the relativities between the councils.
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Hornsby Council’s average farmland rate is about $10 more than The Hills Shire (DLG Comparative Data – 2008/09).  The margin will increase to approximately $100 as a result of the special variation, assuming The Hills Shire maintains its farmland rate at similar levels.  Ku-ring-gai Council area does not include farmland.
5.3 Addressing hardship

Does Council have a Hardship Policy in place?






  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

If Yes, Council must attach a copy of the Policy.

Does Council propose to introduce any measures to limit the impact on vulnerable groups such as pensioners?   












  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

Provide details of the measures to be adopted, or why no measures are proposed.
See Attachment 16 Hardship Policy 

Councillors recognise the financial constraints faced by those on lower incomes and pensioners.  If the special rate variation is approved pensioners will be eligible for a $20 rebate on this new rate variation.  Pensioners currently receive a $10 rebate on amounts levied for the Hornsby Quarry Loan Rate and will receive an additional $20 rebate. 

Council is cognisant of the financial problems faced by some ratepayers and is always willing to assist those who have difficulty paying their council rates.  Council’s Hardship Policy, which was reviewed in May 2009, states 

“Council offers assistance to ratepayers who are experiencing genuine financial difficulties in paying their rates and charges. This assistance may take the form of: 

· Extending the period of time in which the outstanding rates may be repaid. 

· Writing back any accrued interest. 

· Referral to financial planning services via welfare agencies. 

· Deferring amounts owing against the estate in extreme situations”

Concerns of sporting organisations

Hornsby Shire Council is recognised for the quality of its sportsgrounds and ovals.  Council walks a fine line when deciding to what extent the sportsground maintenance costs should be recovered specifically from the not-for-profit sporting bodies using the grounds, recognising that a price set too high is likely to force hirers off the ovals and risk the benefits of participation in recreational activities.  

In order to continue providing quality playing surfaces, and balance the community benefits from healthy sports with the economic wellbeing of the entire community, Council has reluctantly foreshadowed a 30% increase in the 2011/12  fees for using sportsgrounds and ovals.  Given the number of students participating in local sports teams, the increase may well be too big a burden for them or their parents and their focus may turn away from sport.

Should the rate variation application be successful Hornsby Shire Council has agreed to review the increase in fees for 2011/12 and work with the sporting groups on a longer term plan for cost recovery so the clubs have an opportunity for greater participation in determining fee increases in coming years.

6 Financing strategy

6.1 New capital financing strategy

Council must provide an overview of its strategy for funding new capital works, whether this is from rates revenue, debt, user charges or a combination of these and the expected impact of this strategy over the course of the special variation.

The majority of Hornsby Shire Council’s works program is focussed towards the renewal and upgrade of existing infrastructure with the specific purpose of addressing the backlog of works.  The focus on renewals will continue with a special variation to general income, with the goal of achieving an asset sustainability ratio of 1.0 within ten years.  Renewal works are prioritised according to condition, current usage, service levels desired by the community, and most importantly by safety and risk management issues.

Expenditure for new assets is considered Capital Works and is ‘capitalised’ for Council’s financial accounting purposes, and is always listed in Council’s Delivery Program and Annual Budget.

New capital works

Investment in new capital civil infrastructure will mainly occur through land development by property owners and/or developers.  Investment in new capital public buildings and facilities will continue to be achieved mainly through Section 94 funds where developers contribute to community facilities and other projects determined by Council in consultation with the community.  

The rate increase proposal includes a modest (about $150,000 p.a.) program of new footpaths as requested by the community.

Demand management

The major impact on demand for new assets is the numbers of people using the assets.  The forecast population for Hornsby Shire in 2026 is 175,900 people; an increase of 19,100 over the 2006 Census figure of 157,622.  The increasing population is likely to expect an increased number of community buildings, roads, open spaces, drainage and leisure facilities.  These expectations will have to be managed according to the asset affected, and demand management will become an increasingly significant component of Council’s new capital financing strategy.  For example rather than build new facilities,  community buildings will move from single use to multi-use facilities but will require upgrade and augmentation to meet user needs.  Regardless of this approach, funding for asset maintenance and redevelopment is insufficient to meet community articulated standards. This seriously calls into question the long term capacity for Council to provide the number of community buildings that it currently does at an acceptable standard without the rate variation.

Borrowings

Council’s debt service ratio is approximately 4.7%.  This is significantly lower than many councils in NSW.  It demonstrates Councils prudent financial management and its capacity to borrow.  

The issue for Hornsby Council is the ability to service the loan from general revenue without impacting on current service levels.  Council has implemented a regime of productivity improvements over the past five years.  During that time Council has been able to maintain a large capital program, contain services and absorb increasing costs.  However the servicing of a large debt of $17 million from general revenue by 2015/16 would have an immediate impact on existing service levels.

The community of Hornsby confirmed the findings of the 2006 Iris Research Study for the LGSA, preferring a modest increase in rates in order to receive improved infrastructure, rather than a reduction of service levels.  In testing this theory with the community it was apparent a rate increase of 7.8% which equates to about $60 - $70 per year for the average household was the most palatable option.

Rationalising under performing assets

The rationalisation of under utilised assets is a vital component of Council’s financial strategy.  

Council has undertaken a financial and demand analysis of existing open space assets to identify opportunities for rationalisation.  Any funds generated from the rationalisation process have been committed to provide additional open space in areas of need, therefore the funding is not available to service a loan of $17 million.

The Strategic Plan for Community Facilities indicates that Council exceeds (informal) industry standards in relation to the community floor space provided per capita of population.  Faced with funding challenges to manage and maintain these assets, a program of asset rationalisation focussed on the disposal of facilities that are surplus to requirements and/or have reached the end of their serviceable lives is being implemented.  Any funds generated are directed to the upgrade and maintenance of strategic community buildings. 

Section 94 Development Contributions

Council’s ability to fund new services and infrastructure and augment existing services and infrastructure to accommodate an increase in population was significantly dampened with the NSW Government’s introduction of a cap on local development contributions.  In January 2009, a direction was issued to councils under the EP&A Act limiting local development contribution charges to a maximum of $20,000 for a typical residential dwelling.

Under the North Subregional Strategy (the state government’s policy document for implementing the Metropolitan Strategy), the NSW Government requires Council to provide an additional 11,000 dwellings by 2031.  Council has identified housing growth over the next 10 years within the Hornsby Shire Housing Strategy including a requirement to rezone lands to permit multi-unit housing in precincts mostly focussed around existing commercial centres and railway stations.

The new growth indentified in the North Subregional Strategy will require Council to provide new community facilities and infrastructure including open space (passive and active), community facilities, road improvements and augment existing drainage.  

Council’s Housing Strategy planning has led to the conclusion that significant funds will be directed to local open space, transport and community services that are required to service the new population.  Acquisition and embellishment of local open space within the high density development areas is expected to exhaust a large part of the available funds that will be generated by development contributions. In some precincts, it is anticipated that infrastructure costs will be in the order of $30,000 to $35,000, which is considerably more than the $20,000 cap imposed by the NSW Government.

It is not expected that remaining funds will extend to the development of additional recreational facilities such as sports facilities or district speciality parks in large parkland settings.  Moreover, even if the situation were to change Section 94 can only provide facilities for a new population. It cannot address legacy issues.

The potential to seek Ministerial approval to ‘borrow’ funds held in Section 94 accounts was not seriously considered because the Section 94 funds will be used for the purposes for which they were collected.  Hornsby Shire still has a genuine need for stormwater upgrades, improvements to local amenities and community facilities, and therefore the Section 94 funds collected for those purposes are not available as an alternative option to a special variation to general income.    
6.2 Sustainability of debt

Does Council propose to undertake any borrowings in 2011/12?
        Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

If Yes, what is the purpose of these borrowings and do they link to the special variation application?

If No, why is Council seeking a special variation, rather than undertaking borrowings?

Note that councils using loan funds are reminded that they need to submit to the Division of Local Government (DLG) an annual “Borrowings Return” in accordance with DLG’s annual “Requested Borrowings Return” circular.

Regardless of the nature of the proposed expenditure (ie, whether for capital or operating needs), Council must also include its estimated net debt position and debt servicing ratio over the period of the special variation and an explanation of the sustainability of this position for the Council and the community.
Explain how the strategy is consistent with the principles of intergenerational equity, as explained in the DLG Guidelines.

Purpose of borrowings

Council’s approach to funding capital works has been to include a level of new borrowings in each year’s operating plan.  The amount of new borrowings has been constrained by Council’s ability to service loan repayments.  It has however prudently managed its borrowings to fund capital projects and to acquire assets whilst managing its debt service ratio.  In 2011/12 Council proposes to borrow $1M to assist with the funding of its Capital Expenditure Programme and this level of borrowings is not linked to the special variation application.

The Long Term Financial Plan includes at page 199 a statement as to the funding proposal for infrastructure work that is to be undertaken from the proceeds of the proposed special rate variation.  

As indicated in the following table titled “Business Plan for Infrastructure Loan” a substantially increased borrowing regime will commence in 2013/14 as the replacement of the Hornsby Aquatic Centre enters the primary construction stage.  Six loans are anticipated to be raised to fund the Hornsby Aquatic Centre, the George Street Pedestrian Overbridge and the Thornleigh Sport Stadium extension.

The issue for Hornsby Council is the ability to service these new loans from general revenue without impacting on current service levels.  The increased level of debt servicing is to be met from the Special Rate Variation application.
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Consistency with the principles of intergenerational equity

Although the original funding sources are not known for all of Council’s assets to be replaced and renewed, it is known that the Hornsby Pool was opened in 1962 and was paid for by an additional rate levied over a number of years. (P218 – The Shaping of Hornsby Shire, 1988).

When assets are purchased with borrowings, repayments to the loan are funded from Council’s general income and, as with all other assets, are effectively always purchased out of revenue.  They are maintained out of revenue and are consequently paid for by those ratepayers who are currently receiving the benefit of the asset.

When an asset is purchased or constructed out of funds in hand, the purchase or construction is for the benefit of future ratepayers at the expense of past ratepayers.  When the purchase or construction is made from borrowings, the ratepayers who will use the asset also pay for it.

Council has therefore targeted the significant asset expenditures from loan borrowings to ensure that intergenerational equity is achieved by the ratepayers who pay for it, equating to the ratepayers who benefit from the expenditure.

Net debt position

The utilisation of debt enables the Council to take maximum advantage of its low debt service ratio and manage its net debt.  The following table shows Council’s estimated Net Debt.

Estimated Net Debt

	
	2011/12
	2012/13
	2013/14
	2014/15
	2015/16
	2016/17
	2017/18
	2018/19
	2019/20
	2020/21

	Debt-CL
	3908
	4296
	4882
	1820
	1911
	2018
	1944
	1869
	1793
	1858

	Debt-NCL
	12261
	9595
	9053
	19153
	23242
	22824
	21881
	21011
	20219
	19361

	Debt- New
	1630
	4340
	11920
	6000
	1600
	1000
	1000
	1000
	1000
	1000

	
	17799
	18231
	25855
	26973
	26753
	25842
	24825
	23880
	23012
	22219

	
	
	
	
	
	
	
	
	
	
	

	Cash & Eq
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000
	10000

	Investments
	25165
	29977
	34549
	36430
	37802
	38613
	38953
	38884
	38349
	37299

	
	35165
	39977
	44549
	46430
	47802
	48613
	48953
	48884
	48349
	47299

	
	
	
	
	
	
	
	
	
	
	

	Net Debt
	-17366
	-21746
	-18694
	-19457
	-21049
	-22771
	-24128
	-25004
	-25337
	-25080


The Debt Service Ratio on page 194 of Council’s Long Term Financial Plan shows a ratio increasing from 4.76% in 2011/12 to 5.4% in 2014/15 and thereafter decreasing to 2.5% by 2020/21.  The debt service ratio remains well within the DLG recommended benchmarks.

As debt is being utilised to fund new infrastructure assets as well as upgrading existing infrastructure assets, it is a prudent and sustainable course to pursue and, with a rate variation, is well within the Council’s financial capacity to service.  

The Long Term Financial Plan indicates that the debt is not being utilised to fund recurring operating deficits.  The burden of current operations is not being transferred onto future ratepayers.

7 Productivity improvements

Council must provide details of any productivity improvements and expenditure reductions made in the last two years (or longer) to improve its financial sustainability.  The costing should clearly indicate if the savings are one-off or ongoing in nature.
Also provide details, including estimated costing of plans for efficiencies and productivity improvements during the period of the special variation.  These proposed initiatives, which may be capital or recurrent, must be to reduce costs.
The application should identify how and where the proposed initiatives have been factored into the council’s resourcing strategy (eg, LTFP and AMP).
As additional supportive information, Council may wish to provide evidence of improvements in its performance on key indicators that measure productivity.  Council may also wish to include its current and/or projected financial position if these initiatives had not been implemented.  Note that the criteria may still be met without these elements.
Council has attempted to address the infrastructure backlog for all asset classes by pursuing efficiency savings and additional revenue sources over the past five years as demonstrated in Attachment 17 – Productivity improvements.

Council will continue to pursue opportunities including:

· The pursuit of more innovative and efficient approaches to infrastructure maintenance and renewal

· More efficient and flexible work practices

· Purchasing power opportunities through organisations such as NSROC and Local Government Procurement

· Resource sharing with other councils

· Further rationalisation of under utilised assets

· Prudent use of borrowings

Future productivity improvements have been factored into Council’s Long Term Financial Plan (page 199) based on an estimated saving of approximately $1.45 million in 2011/12 and an additional ongoing saving of $500,000 each year thereafter. 
8 Implementation of Integrated Planning and Reporting framework (IPRF)

Implementation of the IPRF is a criterion for section 508A applications.  If Council has not implemented the IPRF, it should consider applying for a section 508(2) special variation instead.

· Has the Council implemented the IPRF?
            




  Yes  FORMCHECKBOX 
     No  FORMCHECKBOX 

If Yes, which IPRF Grouping did the Council nominate to be in?
Councils should provide a brief summary of their progress in implementing the IPRF to date.
Hornsby Shire Council nominated as a Group One Council. 

Brief summary of progress in implementing IPRF

The Hornsby Shire Community Plan 2010-2020, developed through extensive community consultation over two years and first published in 2010, is a strategic document that reflects the Hornsby community's priorities and guides and coordinates the Council's activities over a ten year period.  A minor update of the Plan was undertaken in 2011 to reflect the Division of Local Government's (DLG) comments, however the original outcomes, directions and aspirations of the community were retained.  (Attachment 1 Community Strategic Plan )

Hornsby Shire Community Plan 2010-2020 is based on research and studies and was developed taking account of state and regional policies and influences including the NSW State Plan, Sydney Metropolitan Strategy and NSROC initiatives.

The Hornsby Shire Community Plan 2010-2020 is organised into five broad interrelated themes with three primary goals arranged under each theme.

The themes are:
1. 
Ecology - protect and enhance our natural environment

2. Economy - encourage a resilient local economy and sustainable resource use

3. 
Society and Culture - enhance our social and community wellbeing

4. Human Habitat - provide effective community infrastructure and services

5. 
Governance - guide towards a sustainable future

Under each of these themes and outcomes are the goals and directions and the four year Delivery Program actions for addressing the issues, managing change across the Shire and contributing to the achievement of outcomes. The actions are carried forward and integrated into the one year Operational Plan. (Copies attached).  

Hornsby Shire Council has applied a continuous improvement approach in monitoring and reviewing the Community Plan to strengthen the effectiveness of its goals and strategies both at the planning and implementation level.  This is reflected in the updated Delivery Program which shows clearer links with strategic themes and goals.

In late 2010 Council undertook a comprehensive review of its Resourcing Strategy.  The Workforce Planning section was amended in accordance with the DLG review comments including a demographic profile of both the community and council staff.  The Asset Management section was comprehensively updated to reflect the 2010 asset data and to include asset sustainability ratios based on desired community enhancements.  The Long Term Financial Plan was updated in response to the changes in both documents.  

Hornsby Shire Council’s approach to reporting is reflected in the development of 'Our Bushland Shire: A snapshot of the Hornsby Shire in 2010' document.   The document provides a snapshot of the quality of life and wellbeing of the Hornsby Shire in 2010 and includes indicators that the Hornsby Shire Community Plan 2010-2020 outcomes can be measured against in the medium to longer term.  The annual report to the community takes an integrated approach to reporting key results for the year; its aim is to provide the community with information in an easy-to-read format based on our integrated framework.

For more information please refer to Hornsby Shire Council’s integrated planning framework Executive Summary document at www.hornsby.nsw.gov.au
9 Other information

9.1 Special variation history

In Table ‎9.1, insert details of all special variations that Council has applied for in the last 10 years (whether approved or not approved).  In the space below, provide any additional summary information Council wishes to convey regarding its special variation history.
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Table ‎9.1

Special variation history

	Year
	Percentage variation
sought (including rate peg)
	Percentage variation approved

(including rate peg)
	Period of approved variation

(years)
	Reason for variation

	1994/95
	1.97%
	1.97%
	Ongoing
	Catchments Remediation – Approved see below

	1997/98
	6.11%
	6.11%
	Ongoing
	Catchments Remediation – Approved see below

	2005/06
	8.83%
	8.83%
	10 years
	Hornsby Quarry Loan Rate – Approved see below

	2010/11
	8.4%
	2.6% rate peg only
	20 years
	Refused
DLG’s Summary Comment
Application met all the criteria for a fixed term variation.  However this is a long term SV and a S508(2) application essentially avoids the Division’s scrutiny of Council’s IP&R framework.  Such an SV will have a long term impact.


Provide details/evidence of how Council has complied with the conditions attached to any previous special variations approved (eg, Extracts from Annual Reports or website links to Annual Reports including page number references).
Hornsby Shire Council has two special variations to general income:

1. The Catchments Remediation Rate (ongoing)

2. The Hornsby Quarry Loan Rate (ten years)

Catchments Remediation Rate

1994/95 - 1.97% increase on general rates approved by the Minister for Local Government for remediation of Hornsby’s water catchments, the rate known as the Catchments Remediation Rate (CRR).  

In 1997/98 the CRR was approved to increase to 5% on all rateable properties in the Shire.  The Catchments Remediation Rate is Council’s environment fund used on projects that repair, beautify and protect the ecological health of Hornsby’s waterways and catchments.  The rate enables Council to fulfil its commitment to the Statement of Joint Intent- Community Contract for Berowra Creek, which involves the NSW State Government, Hornsby Shire Council and the communities of Hornsby Shire.

Hornsby Quarry Loan Rate 

2005/06 - 5.3% increase on all rateable properties in the Shire approved by the Minister for Local Government for ten years to fund the repayment of the principal and interest on the Hornsby Quarry debt which arose from Council’s compulsory acquisition of the quarry site in 2003.  The 5.3% equated to $2,465,394 in 2005/06.  The approval for the special rate increase was given on the basis that Council, in 2015/16, decrease its general rate income by the amount of $2,465,394 escalated on a cumulative basis each year by the annual rate pegging increase. 

Compliance with previous special variation conditions

Hornsby Council has been diligent in complying with the special variation conditions of both the Catchments Remediation Rate and the Hornsby Quarry Loan Rate.  

As requested, Attachment 18 contains extracts from Council’s Annual Reports for the last five years.  

Expenditure from the Catchments Remediation Rate is oversighted by an Expenditure Review Panel which meets each six months to review and oversight proposed projects and expenditure.   This information is reported to Council bi-annually in May and November each year (See Council Report EN 18/10 May 2010 and EN 49/10 November 2010). Information and updates on projects undertaken as part of the Catchments Remediation Rate is also available from the Catchments Remediation Rate section of Hornsby Shire Council’s web site http://www.hornsby.nsw.gov.au/environment-and-waste/water-catchments/catchments-remediation-program
9.2 Reporting

Provide details of the mechanisms Council will put in place to transparently report to their community on the special variation.

Indicate how Council proposes to report this information to its community and what performance measures it will be putting in place to measure the success of the projects or activities funded from the variation.

This information should clearly identify:

· The additional income obtained through the variation.

· The projects or activities funded from the variation.

· Details of any changes to the projects or activities funded from the variation compared with Council’s initial proposal (and such changes must be consistent with the terms of the Instrument of Approval).

· The outcomes achieved as a result of the projects or activities.

During the numerous consultations held between September 2009 and March 2010 Council asked the community “If the rate variation application is approved, how would you like to be kept informed of progress with the proposed projects?”

The community indicated a number of ways in which regular updates could and should be provided, and Council gave an undertaking that it would report via the community’s preferred mechanisms of:

· A section in the annual rates notice delivered to each household

· A comprehensive review in the Annual Report

· Up-to-date and regular reports on Council’s web page dedicated to the rate increase

The information will be provided according to Council’s Written Style Guidelines which stipulates messages must be communicated using simple, easy to read language.  The following information will be included in any community updates:

· The additional income obtained through the variation

· The projects or activities funded from the variation

· Details of any changes to the projects or activities funded from the variation compared with Council’s initial proposal 

The rate increase web page is the most immediate mechanism.  It contains the overall financial business plan as well as the complete program of works including individual project timeframes and funding.  

Council is also considering advertising the special variation funded projects via distinctive signage as the projects are being undertaken on the ground, similar to the Federal Government’s stimulus package signs at schools.  

The community will be able to judge whether the overall program is on time and on budget and be able to comment on community ‘value’ via an electronic feedback form on the web page and via the biennial community survey undertaken to ascertain the views of the ‘silent majority’ of residents. 

9.3 Council resolution

Sections 532 and 535 of the Local Government Act require a council to make a resolution to adopt a rate or charge, following consideration of any matters concerning the Draft Operational Plan.
If possible, attach a copy of Council’s resolution to adopt its (draft) Community Strategic Plan, Delivery Program and 2011/12 Operational Plan following public exhibition, including the special variation (subject to IPART’s determination).  If the resolution is not yet made by 25 March 2011, a copy of the resolution must be provided separately to IPART by cob 3 June 2011.  In these circumstances, Council should indicate the planned timing of the resolution below.
Note that the assessment of the application cannot be finalised without a copy of this resolution.

Please see Attachment 19
10 Checklist of application 
11 contents

	Item
	Included?

	Community Strategy Plan, Delivery Program & Draft Operational Plan extracts
	 FORMCHECKBOX 


	Long Term Financial Plan extracts
	 FORMCHECKBOX 


	Asset Management Plan extracts
	 FORMCHECKBOX 


	Performance indicators
	 FORMCHECKBOX 


	Proposed program of expenditure
	 FORMCHECKBOX 


	New capital financing strategy
	 FORMCHECKBOX 


	Contributions Plan documents (if applicable)
	 FORMCHECKBOX 


	Hardship policy
	 FORMCHECKBOX 


	Community engagement strategy
	 FORMCHECKBOX 


	Community feedback
	 FORMCHECKBOX 


	Annual Report extracts
	 FORMCHECKBOX 


	Resolution to apply for the special variation
	 FORMCHECKBOX 



	Attachment Number
	Attachment Name

	1.
	Community Strategic Plan – Hornsby Shire Community Plan 2010-2020

	2.
	Delivery Program – Delivery Program 2011-2015

	3A.
	Long Term Financial Plan – a component of the Resourcing Strategy

	3B.
	Asset Management Planning - a component of the Resourcing Strategy

	4.
	Program of Works for 10 years

	5.
	Summary of Expenditures for 10 years

	6.
	Roads Asset Management Plan Supplement 2011

	7.
	Leisure Facilities Asset Management Plan Supplement 2011

	8A
	Stormwater Drainage Asset Management Plan Supplement 2011

	8B.
	Stormwater Major Drainage Projects May 2010

	9.
	Open Space Asset Management Plan Supplement 2011

	10.
	Buildings Asset Management Plan Supplement 2011

	11.
	Foreshore Facilities Asset Management Plan Supplement 2011

	12.
	Sustainability Extract from Asset Management Strategy

	13.
	Community Engagement Strategy

	14.
	Community Engagement and Feedback

	15.
	S V proposal – extract from Delivery Program

	16.
	Hardship Policy

	17.
	Productivity Improvements

	18.
	Annual Report extract

	19.
	Council Resolution

	20.
	Certification by General Manager and Responsible Officer


Documents not attached but available on the web site at www.hornsby.nsw.gov.au
· Hornsby Shire Council’s Resourcing Strategy including

· Workforce Plan

· Asset Strategy

· Overarching Asset Management Plan

· Long Term Financial Plan

· Our Bushland Shire – A snapshot of the Hornsby Shire in 2010

· Integrated Planning and Reporting – Executive Summary

· Buildings Asset Management Plan 2007-2027

· Foreshore Facilities Asset Management Plan 2005-2025

· Stormwater Drainage Asset Management Plan 2005-2025

· Roads Asset Management Plan 2006-2026

· Open Space Asset Management Plan 2007-2027

· Leisure Facilities Asset Management Plan 2007-2027

· Capital Expenditure Reviews for 

· Hornsby Aquatic Centre

· Brickpit Indoor Sports Stadium

· George Street Pedestrian Overbridge

Note that it is the responsibility of Council to provide all relevant information as part of this application.  It is not the role of IPART to pursue Council for information already requested in this application template or the application guidelines.
12 Certification by the General Manager and the Responsible Accounting Officer
I certify that to the best of my knowledge the information provided in this application is correct and complete.

Please see Attachment 20
General Manager (name):      
Signature Date:      
Responsible Accounting Officer (name):      
Signature Date:      
Once signed, this certification must be scanned and emailed to localgovernment@ipart.nsw.gov.au.




































