Maintaining our Independence

Proposed Special Rate Variation

Throughout the development of Council’s Community Strategic Plan, and reinforced
through the community satisfaction survey in 2025, a key theme has been the
community’s desire to remain an independent and stand-alone Council.

One of the key aspects of being an independent Council is to have the ability to
ensure we can maintain and renew our assets to meet targeted service levels and
that we are financially sustainable into the future.

Council currently has a large gap between the revenue we receive and the funds we
require to maintain our assets and services to the targeted service levels.

While Council seeks to keep the rate payer costs associated with providing services
as low as possible, with the rising costs associated with maintaining infrastructure,
Council is looking at all options to ensure we are financially sustainable into the
future.

In addition to seeking funds through state and federal government grants and
implementing improvements to the efficiency of Council’s operations, Council is also
having to look at a potential rate rise to be financially sustainable and to maintain
our assets to the targeted service levels.

This document presents information about the potential for Lockhart Shire Council
to make an application to the Independent Pricing and Regulatory Tribunal of NSW
(IPART) for a permanent 44% cumulative Special Rate Variation (SRV) to be
implemented over two financial years from 1 July 2027 to 30 June 2029 with a 20%
increase in total rates revenue in 2027/28, and a further 20% increase in total rates
revenue 2028/29 to be implemented by rating category as per the outline in the
“‘Ratepayer Impacts” section later in this booklet.

It is important to note that should the application proceed and be approved, Council
would work with the community to have the impact of the SRV kept as low as
possible in any single year.
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There are four key stages to making an application of a Special Rate Variation and
these are outlined below:

1. ldentify the need for an SRV;
2. Consult with the community;

3. Review the community’s feedback and determine if SRV application will
proceed; and

4. |If successful, implement the SRV in a responsible manner.

This document presents information about the potential for Lockhart Shire Council
to make an application to the Independent Pricing and Regulatory Tribunal of NSW
(IPART) for a permanent 44% cumulative Special Rate Variation (SRV) to be
implemented over two years — from 1 July 2027 to 30 June 2029 as outlined in the
table below.

Rate Peg (forecast) 8.70% 8.70% 8.70%
SRV above rate peg 44.29% 31.30% 28.63%
TOTAL 52.99% 40.00% 37.33%
Cumulative SRV over two years 60.00% 44% 40.81%

It is important to note that should the application proceed and be approved, Council
would work with the community to have the impact of the SRV kept as low as
possible in any single year.

At Council’s ordinary meeting on 18 May 2026, Council endorsed a report to start a
conversation with the community about a potential SRV.
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WHY DO WE NEED THIS RATE RISE

Like many councils across NSW, Lockhart Shire Council is facing the difficulty of
maintaining its infrastructure and services within our existing income levels. The cost
to deliver services and maintain community assets to current service levels has been
increasing well above the rate peg amount each year. Combined with reduced
financial assistance and ongoing cost shifting to Local Government by other levels
of government, as shown in the image below, councils are under constant financial
pressure to deliver the same services for less, which is not sustainable.

With 2,550 rateable assessments, the impact of recent cost shifting on Lockhart
Shire Council equates to $1.4m , which is close to the value of the proposed SRV.

Council's long term financial plan shows that we are currently operating with a large
operating deficit in the General Fund.

This essentially means
that we are spending
well less each year
than we should be to
maintain our assets
and services to our
current targeted
service levels. As an
example, Council’s
transport assets,
which includes roads,
$477.00 §571.10 bridges, footpaths and
related assets
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currently has an annual gap of approximately $2.3m.

Without addressing this gap, the residents and visitors of the Shire will see a
deterioration in service levels and each year we fall behind, the cost of renewing
infrastructure rises, and we will eventually have to catch up, often at a higher cost.

Current forecasts show that without action, either through additional income or
reduced expenditure, Council’s unrestricted cash balance will move to a negative
value within two financial years.

A negative unrestricted cash balance is akin to being insolvent for a council and
cannot be allowed to occur.

While Council will continue to review and pursue operational efficiencies wherever
possible, its ability to generate additional revenue from other sources remains
limited. As a result, Council is considering an SRV to secure the funding required
to sustainably maintain, renew and improve community assets into the future.
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OPTIONS FOR FINANCIAL SUSTAINABILITY

Council essentially has five options to achieve financial sustainability into the future.

I T —

. Reducing service levels, which will « Significant long term asset deterioration
impact the asset base and local impacting Council’s core assets and services
economy

2. Sell and/or dispose of assets that Sell off unused or inefficient Council assets

will reduce the associated ongoing , Council does not have assets of a scale for this
eéxpenses to be a viable option

3. Increase income raised through

Increased income from state and federal grants.

rates, user fees and charges, and Given recent cost shifting, this is not seen as a
other sources likely outcome.
e Increased income from a Special Rate Variation
4. Reallocation of funds through e Council does not have the scale for this to be a
improved operational efficiency viable option in addressing the funding gap.
5. A combination of the above e A Special Rate Variation combined with service

options. level reviews and efficiency gains.
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THE PROPOSED SRV

Council is proposing a Special Rate Variation (SRV) up to a cumulative value of 44%
on Council’s total General Rates base to be implemented over two years — from 1
July 2027 to 30 June 2029 as per the below breakdown.

The increase consists of 8.7% in Rate Peg values and 31.30% in SRV values, which
together and including the compounding effect equates to a 44% increase over the
proposed two year implementation cycle with the proposed split by category shown
in the table below.

SRV 2027/28 2028/29 Total

22:2;2) 450% 4.50% 4.50% 4.20% 4.20% 4.20% 8.70% 8.70% 8.70%
fa'};’::;"e 23.00% 15.50% 14.00% 21.29% 15.80% 14.62% 44.29% 31.30% 28.63%
TOTAL 27.50% 20.00% 18.50% 25.49% 20.00% 18.82% 52.99% 40.00% 37.33%

Cumulative SRV over two years 60.00% 44% 40.81%
It is proposed the SRV will resultin a $1.5m annual improvement in Council’s annual
financial position and will be realised through a combination of:
e increased rate revenue of $1.1m above rate peg values,
e $200,000 to be achieved through improvements to operational efficiencies, and

e $200,000 sourcing additional state and government grant funding which Council
will seek to obtain through matched grant funding.

RATEPAYER IMPACTS

The impact on individual ratepayers varies according to the rate category their
property is in. Indicative information on the impact on the average ratepayer in each
main category can be seen in the table below.

No of 2026/27 2027/28 2028/29
Category Assessments Av::‘ang:‘emper Av::']ang:jemper Av::']ang:jemper

Farmland 1,136 $2,292.64 $2,716.88 $3,228.27
Residential 1,200 $432.67 $551.66 $692.28
Business 214 $631.39 $757.66 $909.20
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2027/28 2028/29 2027/28 2028/29

Category Avg per annum | Avg per annum | Weekly avg per | Weekly avg per

increase increase EL ) annum increase
Residential $118.99 $140.62 $2.29 $2.70
Business $126.28 $151.53 $2.43 $2.91
Farmland $424.25 $511.38 $8.16 $9.83

The tables below show the differential between the proposed SRV and no SRV by
rating category.

CATEGORY - RESIDENTIAL Base Year Year 1 Year 2 Cumulative
2026/27 2027/28 2028/29 Increase

Average Residential rate under assumed rate peg $432.67 $452.14 $471.13 $38.46
Annual increase rate peg (%) 4.50% 4.20% 8.89%
Annual increase with proposed SRV $432.67 $551.66 $692.28 $259.60
Annual increase SRV (%) 27.50% 25.49% 60.00%
Cumulative impact of SRV above base year $118.99 $259.60

Difference between SRV and rate peg only $99.52 $221.14
I o A T

2026/27 2027/28 2028/29 Increase

Average Business rate under assumed rate peg $631.39 $659.80 $687.51 $56.12
Annual increase rate peg (%) 4.50% 4.20% 8.89%
Annual increase with proposed SRV $631.39 $757.66 $909.20 $277.81
Annual increase SRV (%) 20.00% 20.00% 44.00%
Cumulative impact of SRV above base year $126.28 $277.81

Difference between SRV and rate peg only $97.86 $221.69
N A A

2026/27 2027/28 2028/29 Increase

Average Farmland rate under assumed rate peg $2,292.64 $2,395.80 $2,496.43 $203.79
Annual increase rate peg (%) 4.50% 4.20% 8.89%
Annual increase with proposed SRV $2,292.64 $2,716.88 $3,228.27 $935.63
Annual increase SRV (%) 18.50% 18.82% 40.81%
Cumulative impact of SRV above base year $424.25 $935.63

Difference between SRV and rate peg only $321.08 $731.84

NB: Council intends to continue reviewing the rating structure following the
SRV process in an effort to review the allocation of rating income by category.
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It is very important to note that the SRV does not apply to all components of a rates
notice. SRVs apply only to the general rate components. An example is shown the

sample rates notice below,
waste management charges.

Lockhart Shire Council
POBox21

Lockhart NSW 2656

outlined in red

. It does not apply to sewer or domestic

Rate Notice 2025 - 2026
For the period 1 July 2025 to 30 June 2026

LOCKHART SHIRE COUNCIL

PO BOX 21
LOCKHART NSW

in seeovdanee with e Locn) Sovemement der 1995 No o i hevinby givine ot th posdessres aeed krmd b biim roned by te

Counell & s hbmaridir.

Asszessment Number 00000-00000000-000

Issue Date 21/07/2025

Rateable Value $00,000

Valuation Date

01072022

Property has been Categorised as 5 - Residential-Lockhart

Description and Location of Property

55 Green sreet, office Hours
Lockhart MEW 2655 E:30am to 5:00pm
P (02} 6520 5305 Monday to Friday

E: retesi@lockhart. nsw govau

ABM: 32 D02 584 062

B

BPAY®S this payrment vis Intemet or phone banking

Biller Code: 305292
RefNo: 10015659

Foor hota ioon hesw bo pay this no o pease mfer 1 the revne
o s Mogee.
RECEIVING MOLWS: Mavidfey 1o Frido 8:3005 1a 43w

ARREARS - PaY NOW

15TINSTALMENT DUE 31/08/2025

2ND INSTALMENT DUE 30/11/2025

su.uu

3RD INSTALMENT DUE 28/02/2026

PARTICULAR OF RATES AND CHARGES UNIT CENTSIN § AMOUNT £0.00
Residential-Lockhart Base Amount 1 §75.00 $75.00
Residential-Lockhart 62900 $0.00494423 §311.00 026
Sewer Residential 1 $655.00 $555.00 $0.00
Domestic Waste Management 1 $458.00 $458.00
Thig Invoice contains GST of 50,00
TRERE & M QST INCLODED ON ANY RATE OF CHARGE
SHOWN DN THIE MOTICE
NET AMOUNT DUE $1,4959.00

Please deduct any payment made since 21072025

3 T L
it 1 Al A
W VDS |
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WHERE THE SRV WOULD BE SPENT

As with many local governments, a major challenge for Council is the management
of ageing assets in need of renewal and replacement.

Without useable assets, the quality of life and potentially the safety of our community
is negatively impacted.

The SRV funding would be used to:

¢ Improve the current annual Net Operating Profit/Loss,

e Improve Council’s unrestricted cash position, and

e Address a significant portion of the Transport asset renewal gap.

Any additional revenue and/or operational savings would be used for purposes
including but not limited to:

1. Management of Council’s unrestricted cash position,

2. Essential IT upgrades and business improvement opportunities, and
3. Tourism and Development that offers increase income potential.
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HOW OUR RATES COMPARE TO OTHER COUNCILS

Lockhart Shire has a very low rate base compared to nearby similar councils and other than Coolamon Shire, the
other councils’ total rate revenue values are significantly higher than Lockhart Shire’s.

$6,000.00

Average Rate Comparison

£5,420.53

$4,918.63
$5,000.00 54,825.47

54,000.00

$3,000.00
$2,774.13

52,563.87
52,437.23

$2,234.14

52,094 15
£2,000.00
$1,611.86

$1,379.89
$1,22279

ses1.01 599228 5932.43

51,5475
51,000.00

5718.50
554783
| N [ .
50.00 . . . l

Average Residential Rate Average Business Rate Average Farmland Rate

W Coolamon M Federation M Greater Hume Junee M Narrandera M Temora | M Lockhart

www.lockhart.nsw.gov.au
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Community Engagement

This newsletter is the start of the engagement process and kicks off the formal
process instigated by Council at the meeting held 18 May 2026.

Council will be using a variety of methods and tools to engage with the community
including a letter to ratepayers, face to face sessions throughout the Shire, social
media, Council’'s website, Council’s operational plans, and internal staff briefings.

Throughout the engagement process, we are aiming to reach as many people as
possible and ensure all residents and ratepayers are aware and have the opportunity
to provide feedback to this process.

A process like an SRV impacts everyone in a different manner and Council is keen
to provide opportunities for one-on-one conversations where we can discuss the
impacts with ratepayers on a case-by-case basis.

The dates and times for the drop in sessions to facilitate face to face sessions are
listed below:

Location Venue Date Time

The Rock The Rock Community Centre 16 June 3pm-7pm
(Recreation Ground)

Lockhart Council Chambers 17 June 3pm-7pm

Yerong Creek |Yerong Creek Community Hall 18 June 3pm-7pm

Pleasant Hills |Pleasant Hills Community Hall 19 June 3pm-7pm

A full summary of Council’s community engagement in relation to the SRV process
is anticipated to be presented to the Ordinary Council Meeting in September 2026.

Next Steps

Following the community consultation and subject to Council endorsing an
application to apply for an SRV, Council will prepare a report and present to Council
at a future Council meeting.

Council will prepare Special Rate Variation applications and the related documents
to be presented to Council and if endorsed, will lodge these with IPART by the due
date in early February 2027.
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Find Out More

Council's website contains further information on the SRV, including a rates
calculator https://www.lockhart.nsw.gov.au

Enquiries on the SRV can also be directed to Council’'s customer service team on
(02) 6920 5305 or mail@lockhart.nsw.gov.au
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Frequently Asked Questions

Why an SRV?

Financial sustainability for local governments is critical because they are responsible
for directly providing the community with a wide range of public services and
community infrastructure and facilities. This requires local governments to control
and maintain a significant base of infrastructure assets. This requires not only
significant up-front expenditure and investment but also on-going expenditure to
maintain and renew assets as required during their useful lives.

Council has recognised that financial sustainability requires the following to comply
with Chapter 3 of the NSW Local Government Act 1993:

e Council must achieve a fully funded operating position,

¢ Council must maintain sufficient cash reserves,

e Council must have an appropriately funded capital program,

e Council must maintain its asset base, and

o Expenditure on assets should be driven by asset management plans.

The NSW Treasury Corporation defines financial sustainability as a local
government will be financially sustainable over the long term when it is able to
generate sufficient funds to provide the levels of service and infrastructure agreed
with its community.

Council has recognised that there are significant financial sustainability challenges
in the General Fund. These challenges focus on the shortfall of available funding to
appropriately address the asset renewal and maintenance requirements.

To address these challenges Council is applying for an SRV and will use the
additional rate revenue to partially address the current infrastructure asset renewal

gap.
What is Rate Peg?

The rate peg is a value set by the State Government that is the maximum increase
that Council can increase its general rate income by for the applicable year (general
rate income increases excludes water, sewer and domestic waste charges). For any
increases above this value, Council needs to undertake an SRV process.
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How will our Unrestricted Cash Position be impacted?
It is critical that Council closely monitors and manages its unrestricted cash position.

If Council was to continue operating in a business-as-usual manner, the General
Fund would move into a negative unrestricted cash position within two years. This
is the equivalent of running insolvent for a council and cannot be allowed to occur.

The proposed SRV will provide Council the funds to better maintain the infrastructure
networks and assets funded from the General Fund in a manner that is closer to
community expectations and maintain a positive unrestricted cash position.

What would happen if the SRV were not implemented?

Council would need to defer necessary capital works and revise the basic range and
levels of services provided to the community to avoid a deteriorating cash position,
which is not sustainable in the long term. Service levels would need to reduce in the
absence of additional funding being available.

Why is a balanced operating result important?

Council is proposing that the SRV funding be used to improve Council’s financial
sustainability by addressing the current General Fund operating deficit, as well as
creating capacity to commence addressing the backlog of works required to bring
Council’'s assets back closer to the targeted service levels.

Council is also required under the NSW Local Government Act 1993 to achieve a
fully funded operating position.

Whilst this may occur when viewing Council’'s consolidated position (i.e. General
Fund and Sewer Fund), Council must ensure it can operate appropriately across all
funds. The General Fund is forecasting an ongoing Net Result (including
Depreciation and Other non-cash items) of approximate $5.9 million deficit annually.
This means that the rates received are not adequately covering the expenditure
required to provide services and renew assets as and when required.

How has Council considered the broader cost of living increases
and the communities capacity to pay the higher rates?

Council is preparing a Capacity to Pay report to assess the level of advantage and
disadvantage within the Lockhart Shire Council Local Government Area. This report
will provide an analysis and evaluation of relative wealth and financial capacity whilst
also looking at the financial vulnerability and exposure of different community groups
within the local government area.
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While this report is being prepared Council has also reviewed and taken the below
into consideration.

o According to the 2024/25 financial statements, Lockhart Shire Council's
outstanding rates is $226,000 against rates income of $2,768,000. This equates
to 8.17% which is below the 10% benchmark for outstanding rates for regional
and rural areas.

o From the 2024/25 financial statements, the rates and annual charges outstanding
percentage has remained relatively stable over the past three years and remains
below the benchmark.

What can ratepayers expect in cases of hardship?

Council recognises the community has been doing it tough and has held off as long
as possible to implement a Special Rate Variation (10 NSW councils made
applications for 2026/27, 6 in 2025/26, 9 for 2024/25, and 17 in 2023/24).

Unfortunately, additional money is required to keep infrastructure adequately
maintained so we can continue to deliver the same level of service the community
expects.

For ratepayers experiencing financial hardship, Council has a “Hardship Policy” that
is currently on exhibition and will be updated as part of this process to ensure we
work with the most vulnerable in our community to support them as best we can
during these challenging times.

What has and is Council doing to tighten its belt and maximise its
current resources before asking the community for increased
rates?

Council recognises that in asking the community to make a greater contribution to
the rates revenue, it needs to ensure it is operating as efficiently as possible and
only seeking to increase rates by the smallest amount possible.

Council has made significant efforts to improve operations and deliver services to
the community without increasing rates over several years. Council is constantly
seeking ways to drive improvements through innovation and efficiency gains, as well
as working hard to keep operating costs under control.

Through this process, Council will strive to achieve $200,000 through efficiency
gains and operational savings over the 2-year period 2027 to 2029.

Council has actively sought additional revenue opportunities through State and
Federal Government grants, reviewing service pricing and maximising the
investment portfolio and will continue to do so. Should the SRV application be
successful, Council will also seek to:



http://www.lockhart.nsw.gov.au/

use the capacity to match future grant opportunities with a view of reducing any
additional future financial burden on the community as far as possible,

advocate for increased funding from other levels of government in areas such as
financial assistance grants as it has done so for many years,

Improve the use of technology,
Review increased revenue opportunities,

Develop a continuous improvement approach to achieving operational
efficiencies and maximising the use and flexibility of the organisation’s resources,

Ensure there is an engaged community that understands the service levels
Council can provide with the available resources,

Develop and implement a planned and resourced service review program,
Continue to enhance the detailed approach to asset management, and

Develop a collaborative approach to solutions working with other councils and
private sector organisations to maximise the efficiency of Council’s operations.

As previously mentioned, Council seeks to keep the burden on rate payers as low
as possible and in recent years, has continued to make efficiency gains and absorb
newly added costs without seeking to raise rates. There have been:

multiple restructures,
changes to functions,
where appropriate, reduce service levels driven by resource constraints,

the implementation of reviews driven by the audit, risk and improvement
committee,

opportunities to redeploy and internally transfer employees in consultation with
employees,

review of IT opportunities to realise efficiency gains,

review assets that can be sold or disposed of to reduce operational costs,

investigate further opportunities for economies of scope (shared services); an
example of this is the shared ARIC arrangement (Audit, Risk and Improvement
Committee Alliance).
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How will the new land valuation from the Valuer General impact the
proposed Special Rate Variation?

Residents across Lockhart Shire Council received new Notices of Valuation from the
NSW Valuer General from January 2026. This is provided every 2 to 3 years and
reflects the unimproved value of land of a property.

New valuations will apply from 1 July 2026 for calculating general rates.

It's important to note an increase in land value does not necessarily mean an
increase in rates. Council does not receive any more money because land values
increase — some people may pay more or less on their rates depending on the
change in value of their land relative to changes in land values across the Shire.

Does an increase in land values mean Council can collect more
general income?

Council will be receiving new land valuations from the Valuer General effective 1
July 2026.

An increase in land valuations does not result in any additional general income for
councils.

The total income that Council can source from land rates is capped at the approved
rate pegged amount or the SRV variation.

It simply means it changes the way rates are distributed within each rate
category/subcategory. Some people will pay more rates, some less, some the same.

Will my rates increase if my land valuation does?

An increase in your land valuation does not necessarily mean your rates will
increase. The difference is how the rates revenue is shared across ratepayers,
based on the change in their property value. Some people may pay more or less on
their rates depending on the change in value of their land relative to changes in land
values across the Shire.

Generally, properties whose land valuation increase is lower than the average
increase for that rates category (residential, business, farmland or mining) will see
a reduction in rates. However, properties whose valuation increase is higher than
the average for the rating category may see a rise in rates.
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