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Introduction

Yass Valley Council (‘Council’) is considering a Special Rate Variation (SRV) application to ensure its
ongoing financial sustainability and its capacity to deliver essential services and infrastructure to the
community.

This background paper on the proposed SRV has been prepared to inform and support community
engagement activities. It provides all the key information that is relevant for the SRV proposal that
Councilis considering. This document aims to explain for the community of Yass Valley:

e Whatisan SRV?

e Whydoes Council need an SRV?

e Whatis the size of the rate increase being considered?

e Howdoestherateincrease impactrates?

e What would the SRV be used for and what the community can expect as a result of the SRV?
e What would happen if Council was not successfulin its proposed application for the SRV?

e Whatis the process that Council must go through to apply for an SRV?

What is a special rate variation?

New South Wales councils operate in a rate capping regime, which has been in place since the
1970’s. Each year, the Independent Pricing and Regulatory Tribunal (IPART) sets a “rate peg”, which is
the maximum percentage increase in total general rates that councils are allowed to implement. If a
council needs to increase rates by more than the rate peg, it must apply to IPART for a Special
Variation (SV) to its rates’.

An SRV allows a council to increase its general rates income above the rate peg as set by IPART. If
IPART approves an SRV for a council, the approved rate increases replace the rate peg as the
maximum allowable increase to general rates that the council can implement for that time frame.
When the SRV implementation period ends, the council then goes back to the rate peg as the
maximum allowable increase in each year after that.

There are two types of SRVs:

o atemporary SRV increases total rates for a fixed amount of time. When the temporary SRV
timeframe ends, a council’s total general rates will go back to what it would have been if it had
justincreased rates by the rate peg for that timeframe.

o apermanent SRV remains in the rate base. That s, at the end of a permanent SRV
implementation period, the total rates remain as a result of the SRV, and the rate peg
increases apply to this going forward.

Councils need to consider what the SRV will be for when deciding whether the SRV should be
temporary or permanent. Temporary SRVs are usually approved to fund specific one-off projects,
such as significant infrastructure projects.

" Throughout this report and all other materials, we refer to this as an SRV or Special Rates Variation.
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As Yass Valley Council is looking to deliver current service levels, uplift the ongoing maintenance of
assets to ensure they remain fit for purpose over time and ensure they have enough to continue to
renew assets while addressing asset backlog issues, a permanent SRV is required.

Councils also have options on the timeframe they have to implement an SRV. They can apply for an
SRV to be implemented over one to seven years, although most SRV applications are made for one to
three year implementation periods. Selecting an implementation period depends on a combination of
how much money is required over what period of time to meet the need for the SRV and how much the
community can reasonably be expected to pay in each of the years of the SRV.

Why does Council need an SRV?

Yass Valley Council is facing significant challenges to its financial sustainability. In its 2023-24
financial statements, Council reported a consolidated operating deficit of $4.5 million and an
unrestricted cash balance of just $55 thousand. The 2025-35 Long Term Financial Plan (LTFP) adopted
in June 2025 forecasted these deficits to grow over the next ten years, with an anticipated peak of $6
million operating deficit in 2027-28 and a $22 million negative unrestricted cash balance by the end of
the ten year forecast period.

What is “unrestricted cash” and why is it important?

Councils often seem to have a lot of cash when you look at their financial statements, but much of
this cash is either externally or internally restricted. Externally restricted cash is money councils are
required under legislation to keep for a specific purpose (like developer contributions). Internally
restricted cash is money councils have resolved to retain for a specific purpose. What is left is called
unrestricted cash - this is the cash left for the council to run its day-to-day operations.

Councils need to have enough unrestricted cash to cover costs as they fall due like paying creditors
and staff. As a rule of thumb, unrestricted cash balances should be at least three months of
expenses or at least 25% of council’s total annual operating expenses. For Yass Valley Council in
2023-24, that would have been an unrestricted cash balance of around $10.7 million.

Council’s financial position has drawn the attention of the NSW Office of Local Government (OLG),
which is the NSW Government agency responsible for the performance, integrity and accountability of
local councils in NSW. In October 2024, the OLG raised concerns regarding Council’s financial
sustainability based on its previous LTFP and commenced regular engagement and monitoring of
Council’s financial performance.

Factors such as rebuilding from the natural disasters, economic impacts from the COVID-19
pandemic, historic low interest rates returning low returns on investments, followed by a highly
volatile inflationary environment have increased Council’s costs faster than its revenue.

To address operating deficits, Council has reduced maintenance to try to maintain a balanced budget
and increased grant funding to support renewal of its assets. This can no longer be sustained without
significantly impacting the condition of its assets and ultimately causing greater costs to repair and
renew them in the future.
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Since the September 2024 local government elections, the governing body has been working to
develop a comprehensive understanding of Council’s financial position and to put in place actions to
address the issues. Council regularly reviews its operations and actively identifies and implements
initiatives to ensure that it is containing costs and finding efficiency gains, so that it is able to provide
value for money to the community.

What is Council doing to control costs?

In August 2025, Council adopted a Financial Sustainability Roadmap 2025-2029, after a period of
public exhibition, which identified actions to improve Council’s forecasted financial position as
follows:

o targeted savings of $2.8 million over 4 years
e 5% annualincrease in fees and charges revenue
e improved financial management
e improved asset management.
Council has already undertaken actions from the Financial Sustainability Roadmap including:

e Council has undertaken a review of the Crago Mill development business case leading to the
decision in September 2025 not to proceed with Stage 2 of the project. This saves Council
$10.2 million in capital costs and avoids a further $1.5 million in annual cash outflows over the
next ten years.

e Council has reviewed its internal cost attributions, identifying $1.7 million of internal costs to
be allocated from general fund to water, sewer and domestic waste funds.

e Council has reviewed its grant management process, implementing changes to improve
decision-making on grant applications and accounting for grants.

e Council has sold excess plant and equipment with a one-off cash inflow of $200 thousand.
e Council has reviewed fees and charges for 2025-26.

e Council has lodged the Development Application (DA) for Discovery Drive in preparation for
land sales.

e Council has commenced a review of its organisation structure.
e Council has recruited Commercial Property Management and Business Improvement Officers.
e Council has established a Financial Sustainability Committee.

e Councilhas commenced the investigation into an SRV (this report is part of that process).
Council’s current financial situation

Council has also undertaken an independent review of its asset financial data and long term financial
modelling, leading to an updated Long Term Financial Plan for 2026-36. The updated LTFP modelling
has modelled two scenarios for Council:

o Base case: thisis the scenario of Council continuing as it currently is doing, funding the same
levels of service, asset renewals and maintenance that it has done for the last five or so years.

o Sustainable asset scenario: as the base case does not allow for adequate funding to
maintain assets, a sustainable asset scenario was also developed to understand the impact of
Council spending what is required on its asset.
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Under the base case, Council is still recording deficits and running out of unrestricted cash as well as
not being able to adequately maintain assets. While under the sustainable asset scenario, itis
allocating sufficient funds to asset maintenance and renewal to bring backlogs down over time, this is
making the deficits and cash shortfalls significantly worse, as figures below show.

Figure 1 Forecast General Fund operating results under base case and sustainable asset scenario
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Figure 2 Forecasted General Fund unrestricted cash positions under base case and sustainable asset scenario
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Asset maintenance is reported as an expense in Council’s operating statement. Maintenance on
assets is required to ensure the life of the asset, but it does not increase the asset’s useful life.
Examples of maintenance of road assets would include pothole repair or grading of unsealed roads.
The asset maintenance ratio represents how much is planned to be spent on maintenance as a
proportion of the maintenance required for the asset. The benchmark set by the State Government
for the asset maintenance ratio is 100%.

Asset renewal is a capital expense; it does not impact Council’s operating result but will have an
impact on cashflow. Renewal of an asset will extend the useful life of the asset. Examples of renewal
of road assets include road resurfacing or laying more gravel on an unsealed road. The renewal ratio
represents how much renewal is planned as a proportion of depreciation. Depreciation represents
how much is required to be spent on renewal to retain the asset at its current condition. While the
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benchmark for the renewal ratio is 100%, if there is a backlog of renewal that needs to be caught up
from previous years, then a renewal ratio of greater than 100% is required to reduce the backlog over
time. The asset backlog ratio is the cost to bring all assets to a satisfactory condition divided by the
total value of the assets. The benchmark set by the State Government for the asset backlog ratio
is 2%.

Figure 3 Forecasted General Fund maintenance ratios under base case and sustainable asset scenario
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Figure 4 Forecasted General Fund renewal ratios under base case and sustainable asset scenario

Infrastructure Renewal Ratio

180.00%
170.00%
160.00%
150.00%
140.00%
130.00%
120.00%
110.00%
100.00%

a° i » P2 o o v P o> o P
oo @ i) o & o N oV o o) o
o P P o o o o o o AR P

= Base Case-General Fund - All Classes = Sustainable Assets-General Fund - All Classes

Page 6

Attachments to Reports — Page 10 of 91



4.1 Community Engagement on Special Rate Variation Modelling
Attachment A Yass Valley Council - Background Paper

Figure 5 Forecasted General Fund backlog ratios under base case and sustainable asset scenario
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What is financial sustainability and why is it a challenge in local government?

Under Section 8B of the Local Government Act, councils must apply sound financial management
principles. Under these obligations, a financially sustainable council:

Records modest operating surpluses (in each fund).
Holds adequate cash reserves, including unrestricted cash.
Has a fully funded capital program.

Manages an asset base that is “fit for purpose’ including adequate renewal of assets and
demonstrates a reducing or low backlog.

Has adequate resources to meet its ongoing compliance obligations.

These objectives form the basis for strong financial governance and ensure the council’s long-term
financial sustainability, enabling it to maintain the capacity to deliver essential services to the
community.

Financial sustainability is a challenge for many councils in NSW; this is because of several factors that
impact all NSW councils:

The rate peg restricts councils in being able to cover costs and meet the expectations of
community.

Changes to the way the rate peg was calculated in 2024 moved it from being backward looking
to looking forward to the impact of future costs on councils. But as a result, the rate peg
skipped over some of the highest inflation years that Australia has seen in the past 25 years,
not allowing councils to cover these cost rises. This can be seen in Figure 6 below.

Councils experience cost shifting from State and Federal governments. This is when State or
Federal government requires councils to fund increases to their compliance obligations,
particular services or fill the service gap in areas where state or federal funded services are
insufficient to meet community needs. In 2025, Local Government NSW released the results
of its 2023-24 Cost Shifting Survey which showed that the cost shift to councils was $1.5
billion or $497 per ratepayer. This situation was worst for large rural councils, such as Yass
Valley Council, where the cost shift had increased by 18 per cent from the 2021-22 survey and
was $571 per ratepayer.
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The rate peg never considers any cost increases for councils to adjust services or service
levels, even if the community is expecting services to improve. As noted above, the rate peg
often doesn’t allow councils to maintain its revenue sufficiently to keep delivering services at
the same service level or maintaining assets at their current condition. It does not consider
any additional revenue required to fund new or improved services or even to allocate sufficient
capital to address asset backlogs or to upgrade assets.

As aresult of this, almost all NSW councils will be faced with having to apply for an SRV at some
point. Since 2011, when IPART first started to review and approve these applications, 97 (76%) of
the 128 councils in NSW have applied for and received an SRV, with 40% of councils having
received an SRV more than once in that time

Figure 6 Rate peg and inflation over the last five years
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To achieve financial sustainability and maintain fit for purpose infrastructure, Council is considering
three options for a permanent increase to the rates as follows:

What is the size of the rate increase being considered?

e Aone-year 40% SRV
e Atwo-year cumulative 56.25% SRV
e Athree-year cumulative 58.70% SRV.

The details of these options are outlined in the table below.

Table 1 Proposed Special Rate Variation rate increase options

Forecasted rate peg 3.40% 3.00% 2.50%
Cumulative impact of rate peg 3.40% 6.50% 9.16%
Annualincrease 40.00% Rate peg Rate peg
Cumulative impact 40.00% 44.20% 47.81%

Annualincrease 25.00% 25.00% Rate peg
Cumulative impact 25.00% 56.25% 60.16%
Annualincrease 20.00% 15.00% 15.00%
Cumulative impact 20.00% 38.00% 58.70%

IPART requires councils to present SRV options as a cumulative amount over the implementation
period of the SRV. These percentages are outlined in the boxes in the table above. However, when
different implementation periods are presented, this requirement doesn’t show how these options
compare to each other. To show how they compare the cumulative impact over three years for each
option is shown in the table above in grey for Options 1 and 2, which have proposed implementation
periods of less than three years (taking the assumed rate peg increases in the years after the SRV
implementation period).
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What do these proposed changes mean for ratepayers?

The impact on an individual’s rates will be different depending on the unimproved land value of their
property. The following table provides an indication of the annual rates increase likely to be
experienced by the average land value for each rating category. The increases include the forecast

rate peg.

The average expected increases for each SRV option are:

e Option1-0One-year SRV:

Residential: at the end of the SRV implementation period (one year), the total average
rate increases by $489; the average annual increase at the end of three years is $158 or
$3.02 per week more than would have been if the rate peg applied.

Business: at the end of the SRV implementation period (one year), the total average rate
increases by $1,441; the average annual increase at the end of three years is $464 or
$8.90 per week more than would have been if the rate peg applied.

Farmland: at the end of the SRV implementation period (one year), the total average rate
increases by $1,370; the average annual increase at the end of three years is $441 or
$8.46 per week more than would have been if the rate peg applied.

e Option2-Two-year SRV:

Residential: at the end of the SRV implementation period (two years), the total average
rate increases by $688; the average annual increase at the end of three years is $208 or
$3.99 per week more than would have been if the rate peg applied.

Business: at the end of the SRV implementation period (two years), the total average rate
increases by $2,026; the average annual increase at the end of three years is $612 or
$11.74 per week more than would have been if the rate peg applied.

Farmland: at the end of the SRV implementation period (two years), the total average rate
increases by $1,926; the average annual increase at the end of three years is $582 or
$11.16 per week more than would have been if the rate peg applied.

e Option 3-Three-year SRV:

Residential: at the end of the SRV implementation period (three years), the total average
rate increases by $718; the average annual increase at the end of three years is $202 or
$3.87 per week more than would have been if the rate peg applied.

Business: at the end of the SRV implementation period (three years), the total average
rate increases by $2,114; the average annual increase at the end of three years is $595 or
$11.41 per week more than would have been if the rate peg applied.

Farmland: at the end of the SRV implementation period (three years), the total average
rate increases by $2,010; the average annual increase at the end of three years is $565 or
$10.84 per week more than would have been if the rate peg applied.

Details of the impacts on average rates for each subcategory of rates for each SRV option and the rate
peg are provided in the table below.
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Table 2 Average annual rates

Average Average

Subcategory 2025/26 2026/27 2027/28 2028/29 annual increase
increase per week

Rate Peg

Non-urban $1,576 $1,630 $1,679 $1,721 $48.16 $0.92
Yass $922 $954 $982 $1,007 $28.18 $0.54
Binalong $791 $818 $843 $864 $24.17 $0.46
Bowning $795 $822 $847 $868 $24.30 $0.47
Wee Jasper $797 $824 $849 $870 $24.35 $0.47
Bookham $797 $824 $849 $870 $24.35 $0.47
Murrumbateman $874 $903 $930 $954 $26.68 $0.51
Gundaroo $1,082 $1,119 $1,153 $1,181 $33.06 $0.63
Sutton $1,230 $1,272 $1,310 $1,343 $37.57 $0.72
Total Residential $1,223 $1,264 $1,302 $1,335 $37.36 $0.72
Sutton & Gundaroo $1,525 $1,577 $1,624 $1,665 $46.58 $0.89
Yass & Other Villages $3,694 $3,819 $3,934 $4,032 $112.84 $2.16
Total Business $3,602 $3,724 $3,836 $3,932 $110.02 $2.11
Total Farmland $3,425 $3,541 $3,647 $3,738 $104.62 $2.01

Option 1 - One-year SRV

Non-urban $1,576 $2,207 $2,273 $2,330 $251.21 $4.82
Yass $922 $1,291 $1,330 $1,363 $146.99 $2.82
Binalong $791 $1,108 $1,141 $1,170 $126.10 $2.42
Bowning $795 $1,113 $1,147 $1,175 $126.73 $2.43
Wee Jasper $797 $1,116 $1,149 $1,178 $127.00 $2.44
Bookham $797 $1,116 $1,149 $1,178 $127.00 $2.44
Murrumbateman $874 $1,223 $1,260 $1,291 $139.19 $2.67
Gundaroo $1,082 $1,515 $1,561 $1,600 $172.45 $3.31
Sutton $1,230 $1,722 $1,774 $1,818 $195.99 $3.76
Total Residential $1,223 $1,712 $1,763 $1,807 $194.86 $3.74
Sutton & Gundaroo $1,525 $2,135 $2,199 $2,254 $242.98 $4.66
Yass & Other Villages $3,694 $5,171 $5,326 $5,460 $588.61 $11.29
Total Business $3,602 $5,042 $5,194 $5,323 $573.92 $11.01
Total Farmland $3,425 $4,794 $4,938 $5,062 $545.71 $10.47
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Average Average
Subcategory 2025/26  2026/27 2027/28 2028/29 annual increase
increase per week

Option 2 - Two-year SRV

Non-urban $1,576 $1,971 $2,463 $2,525 $316.12 $6.06
Yass $922 $1,153 $1,441 $1,477 $184.97 $3.55
Binalong $791 $989 $1,236 $1,267 $158.68 $3.04
Bowning $795 $994 $1,243 $1,274  $159.47 $3.06
Wee Jasper $797 $996 $1,245 $1,276 $159.82 $3.06
Bookham $797 $996 $1,245 $1,276 $159.82 $3.06
Murrumbateman $874 $1,092 $1,365 $1,399 $175.16 $3.36
Gundaroo $1,082 $1,353 $1,691 $1,733 $217.00 $4.16
Sutton $1,230 $1,537 $1,922 $1,970 $246.63 $4.73
Total Residential $1,223 $1,529 $1,911 $1,958  $245.20 $4.70
Sutton & Gundaroo $1,525 $1,906 $2,383 $2,442 $305.76 $5.86
Yass & Other Villages $3,694 $4,617 $5,772 $5,916 $740.68 $14.20
Total Business $3,602 $4,502 $5,628 $5,768  $722.21 $13.85
Total Farmland $3,425 $4,281 $5,351 $5,485  $686.71 $13.17

Option 3 - Three-year SRV

Non-urban $1,576 $1,892 $2,176 $2,502 $308.47 $5.92
Yass $922 $1,107 $1,273 $1,464 $180.49 $3.46
Binalong $791 $950 $1,092 $1,256 $154.84 $2.97
Bowning $795 $954 $1,098 $1,262 $155.61 $2.98
Wee Jasper $797 $956 $1,100 $1,265 $155.95 $2.99
Bookham $797 $956 $1,100 $1,265 $155.95 $2.99
Murrumbateman $874 $1,048 $1,205 $1,386 $170.92 $3.28
Gundaroo $1,082 $1,299 $1,493 $1,717 $211.75 $4.06
Sutton $1,230 $1,476 $1,697 $1,952 $240.66 $4.62
Total Residential $1,223 $1,467 $1,687 $1,941 $239.27 $4.59
Sutton & Gundaroo $1,525 $1,830 $2,104 $2,420 $298.36 $5.72
Yass & Other Villages $3,694 $4,433 $5,097 $5,862 $722.75 $13.86
Total Business $3,602 $4,322 $4,970 $5,716 $704.72 $13.52
Total Farmland $3,425 $4,110 $4,726 $5,435 $670.08 $12.85
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The Office of Local Government groups councils with other similar councils for comparison purposes.
Yass Valley Councilis in Group 11 with 18 other large rural councils. This group of councils represents
a diverse cross section of geographies and communities across New South Wales, including
Bellingen, Cabonne, Cootamundra-Gundagai Regional, Cowra, Federation, Greater Hume,
Gunnedah, Hilltops, Inverell, Leeton, Moree Plains, Murray River, Muswellbrook, Nambucca Valley,
Narrabri, Parkes, Snowy Valleys and Upper Hunter.

How do Yass Valley Council rates compare to other Councils?

Council also generally compares itself to other similar-sized inland councils. Some are in and some
are not in Group 11. These comparison councils are Snowy Valleys, Snowy Monaro, Upper Lachlan
and Hilltops. We have provided comparison to the average of all the councils in Group 11, and those
Council compares itself to that are not in Group 11.

Table 3 Estimated 2028/29 average rates for OLG Group 11 councils - Residential

Est. average
LGA
e residential ($)

Yass Valley- 2 -year SRV 1,958
Yass Valley - 3 Year SRV 1,941
Bellingen 1,924
Yass Valley - 1 Year SRV 1,807
Gunnedah 1,612
Snowy Monaro Regional 1,386
Nambucca Valley 1,357
Inverell 1,339
Yass Valley 1,335
Upper Hunter 1,334
Parkes 1,286
Leeton 1,276
Federation 1,265
Cootamundra-Gundagai Regional 1,194
Greater Hume 1,158
Murray River 1,137
Snowy Valleys 1,091
Muswellbrook 1,083
Cabonne 867

Hilltops 827

Upper Lachlan 735

Cowra 649
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Table 4 Estimated 2028/29 average rates for OLG Group 11 councils - Business

LGA

Gunnedah

Yass Valley- 2 -year SRV
Yass Valley - 3 Year SRV
Inverell

Parkes

Yass Valley - 1 Year SRV
Cowra

Yass Valley
Muswellbrook
Nambucca Valley

Upper Lachlan

Hilltops

Snowy Valleys

Bellingen

Federation

Snowy Monaro Regional
Upper Hunter

Leeton

Murray River

Greater Hume

Cabonne

Cootamundra-Gundagai Regional

business ($)
8,107
5,768
5,716
5,564
5,530
5,323
4,066
3,932
3,325
2,764
2,549
2,233
2,226
2,087
1,814
1,589
1,339
1,198
1,099
722
711
448
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Table5 Estimated 2028/29 average rates for OLG Group 11 councils - Farmland

Est. average
LGA Farmland ($)

Gunnedah 7,844
Federation 6,518
Upper Hunter 5,709
Yass Valley- 2 -year SRV 5,485
Yass Valley - 3 Year SRV 5,435
Cootamundra-Gundagai Regional * 5,102
Yass Valley - 1 Year SRV 5,062
Leeton 4,609
Bellingen 4,267
Inverell 3,985
Murray River 3,951
Muswellbrook 3,901
Parkes 3,817
Yass Valley 3,738
Cabonne 3,664
Hilltops 3,658
Snowy Valleys 3,259
Greater Hume 3,050
Cowra 2,746
Nambucca Valley 2,729
Snowy Monaro Regional 2,708
Upper Lachlan 2,463

This comparison uses the most recent reported data from the Office of Local Government, which is
from 2023-24 and forecasts rate increases in line with the forecast rate peg or an approved SRV, if one
exists for that council.

Itis expected that there will be some councils that, like Yass Valley Council, will be consulting with
their communities on a Special Rate Variation in this and coming years. As these increases are not yet
approved, they are not included in the comparison data or the group averages but are worth noting as
they may affect Council’s relative position in terms of average rates within the group.
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Council has undertaken a detailed capacity to pay analysis which includes analysis of the impacts on
a variety of different socio-economic groups within the Yass Valley local government area (LGA). The
detailed Capacity to Pay report has been included as part of the reference materials for the
community in discussing this SRV proposal.

Has Council considered the community’s capacity to pay higher rates?

The analysis highlights that there is an overall moderate level of capacity. The Yass Valley Council LGA
as a whole sits below the Regional NSW and Capital Region benchmarks for disadvantage, and above
for advantage. Significant disparity across suburbs is evident, with some suburbs seeing very high
levels of advantage and some seeing greatly increased levels of disadvantage. There are also a
number of conflicting indicators seen across the LGA which suggests that while there is likely to
generally be moderate capacity, there are a variety of factors that may alternately increase and
mitigate the impacts across the community as a whole.

There is a low level of unemployment generally across the LGA, which indicates a strong local
economy. The level of pensioner assessments suggests that there may be increased vulnerability in
relation to older members of the community, particularly in Bowning-Bookham-Rural West. Housing
tenure is predominantly owner-occupied, with 77% of homes either fully owned or mortgaged,
significantly above the Regional NSW and Capital Region averages. The overall level of vulnerable
households is below the Regional NSW and Capital Region averages, suggesting that there is not an
increased financial sensitivity in the LGA generally. There may still be some potential for mortgage and
rental stress within the LGA, particularly in the Yass and District grouping.

The modelled average rates for each grouping show that the areas of greater disadvantage will see the
lowest increase in rates, and the greatest increases will be in the areas of less disadvantage.

ALlL SRV options would move Yass Valley Council to the higher end of average rates for group 11
councils, although this does not consider the current financial performance and sustainability of
those councils. The LGA’s outstanding rates ratio is also above the NSW benchmark for rural councils,
but this may be due to a lack of debt recovery action, or an unwillingness to pay amongst some
sections of the community.

How will the proposed rates increase impact Council’s
financial sustainability?

The proposed Special Rate Variation will enable Council to deliver current services and maintain
assets to the community, while ensuring financial sustainability in the longer-term. It will also enable
Council to fund sufficient renewals to improve its infrastructure backlog over time.

As all three SRV options are modelled under the Sustainable Asset scenario, this ensures that they
meet the benchmarks set by the State Government for infrastructure maintenance and renewal, while
ensuring that infrastructure backlog reduces to the 2% benchmark over the ten year forecast period.

The figures below show that for each of the SRV options, Council will record modest operating
surpluses and build to an adequate unrestricted cash position over time.
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Figure 7 Forecasted operating results for SRV options
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Figure 8 Forecasted unrestricted cash position for SRV options
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What would happen if Council does not increase its rates by the proposed
amounts?

If Council could not increase its rates revenue through an SRV, it would not be able to adequately fund
the delivery of current services and maintain its infrastructure. Council would need to cut General
Fund costs by around $3.5 million per annum, which would likely require significant reductions in the
services currently being delivered. For reference, Council’s total General Fund operating expenses in
2024-25 was $27.8 million, it would need to cut these costs by 13% to find the required level of cost
reduction. Council has not considered which services would need to reduce to bridge this funding gap
ifit did not apply for an SRV. The following functions and activities costs, which are predominantly
provided via the General Fund, were reported in its 2024-25 Financial Statements:

e  Our Community, which included community health and wellbeing, creative culture and
recreation, community relations and resilience, had a net cost of $1.3 million.

Page 18

Attachments to Reports — Page 22 of 91



4.1

Community Engagement on Special Rate Variation Modelling
Attachment A Yass Valley Council - Background Paper

e Our Environment, which included protecting lands, waterways and biodiversity, have a net
cost $230 thousand.

e Our Economy, which included promoting efficient and careful resource use, healthy economic
activity, meaningful work and employment, had a net cost of $765 thousand.

In addition to this, Council would not be able to fully fund renewals in key asset areas, such as roads,
which would result in further deterioration in the condition of these assets.

Where do I go for more information on the proposed SRV?

More information on the proposed SRV will be made available on Council’s Your Voice Counts page.
Link to come.

Councilwill also be including information on the proposed SRV in its regular newsletters, fact sheet,
information display or kiosks, e-Newsletter, social media, public exhibition, survey, newspaper
advertisements and media releases.

We will also be running public face-to-face engagement sessions and an online webinar for the
community to find out more and to ask questions. Dates and locations will be available via Council’s
webpage.

Council must apply to IPART for approval to increase rates through an SRV. Before doing so, Council
must demonstrate that it has engaged the community about the possibility of an SRV and has
considered its views. IPART will also seek community feedback.

IPART will assess council applications on the following criteria:

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

2. Evidence that the community is aware of the need for and the extent of a rate rise.
3. Theimpact on affected ratepayers must be reasonable.
4. Therelevant IP&R documents must be exhibited, approved and adopted by council.

5. The IP&R documents or council’s application must explain and quantify the productivity
improvements and cost containment strategies.

6. Any other matter that IPART considers relevant.

More information on SRVs can be found on IPART’s website:
https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Special-Variations.

What happens after this?

Once the community consultation period concludes on 10 December, Council will review the
feedback received. A report will then go to Council for its consideration in January 2026. Council will
then decide whether to proceed with the SRV application.

If Council decides to proceed with the SRV application, the application must be submitted to IPART by
2 February 2026. IPART will conduct its own consultation, with public submissions likely to be sought
in March 2026, before IPART makes its determination in May 2026. If successful, the SRV will be
included in rates from 1 July 2026.
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Figure 9 Special Rate Variation timeline
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Who is Morrison Low Advisory and why is their name on
this report?

Morrison Low Advisory is a multi-disciplined management consultancy that has the ability to draw on
the experience of a range of experts from different professions. Yass Valley Council has engaged
Morrison Low Advisory to provide strategic advice and assistance on Council’s financial position. Our
prime focus is local government; we pride ourselves on our deep understanding of the industry and
the matters confronting it.

We consider that our team has the depth, experience, expertise and analytical capability necessary to
provide independent strategic advice to Council. We have extensive strategic advice, communication,
presentation and engagement, strategic asset management, financial strategy and management,
service planning, review and delivery experience. Our team members are widely recognised as
experienced strategic specialists in local government, providing advice councils can act on.

Undertaking a Special Rate Variation process is not a usual occurrence for a council, nor should it be,
so when a council is faced with the challenge of considering a Special Rate Variation, they often need
to engage specialist assistance to supplement staff expertise. Morrison Low Advisory regularly works
with councils to supplement staff’s expertise and support councils through the process. Morrison Low
Advisory has been engaged by Yass Valley Council to supportitin this process of considering the SRV
application. Our work has included reviewing the asset financial data, undertaking Long Term
Financial Plan (LTFP) financial modelling, supporting the development of SRV strategy and options,
undertaking a capacity to pay analysis, and supporting the community engagement.
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Executive summary

Background

Yass Valley Council (‘Council’) is currently considering an application for a Special Rate Variation
(SRV) to rates and Council has released three rate rise options to the community. These options are
designed to help Council ensure ongoing financial sustainability and the capacity to deliver essential
services and infrastructure to its community.

Yass Valley Council has three options with respect to rates. These options, which are all permanent,
are:

e Option 1 (sustainable spend on assets to reach benchmarks), achieved by a one-year SRV of
40%.

o Option 2 (sustainable spend on assets to reach benchmarks), achieved by a two-year SRV of
25% each year resulting in a cumulative increase of 56.25% at the end of 2027/28.

o Option 3 (sustainable spend on assets to reach benchmarks), achieved by a three-year SRV of
20% in 2026/27 and 15% in the next two years, resulting in a cumulative increase 58.7% at the
end of 2028/29.

These options are inclusive of any rate peg for the years they are being implemented. This report also
compares the above to the assumed rate peg of 3.4% in 2026/27, 3.0% in 2027/28 and 2.5% in
2028/29.

This report provides an analysis of a wide range of socio-economic factors and other data and
evaluates the general financial capacity of ratepayers to pay the proposed rate changes. It also
considers the financial vulnerability and exposure of different community groups within the local
government area (LGA), as well as current industry trends and business indicators.

It analyses both LGA-wide data along with resident-specific data from five geographic groupings
within the Yass Valley Council LGA. These groupings have been selected because they have aligned
geographic characteristics - utilising data from the Yass Valley Council .id community profile®.

The groupings are ACT peri-urban area; Bookham-Bowning Rural West; Gundaroo and District;
Murrumbateman and District; and Yass and District. A breakdown of the suburbs included within each
grouping is detailed on page 4 of this report.

About the Yass Valley LGA

Yass Valley Council encompasses approximately 17,642 residents (estimated resident population
2024) and a total land area of about 3,995 square kilometres. The Yass Valley local government area is
located in south-eastern New South Wales, and is known for its rich agricultural heritage, local food,
wine and tourism spots, and historic villages.

The LGA has a high socio-economic status, with Socio-Economic Indexes for Areas (SEIFA) scores
indicating very low levels of disadvantage and high levels of advantage in some areas, probably due to
the LGA’s proximity to the ACT. Housing tenure is predominantly owner-occupied, with 77% of homes
either fully owned or mortgaged, significantly above the Regional NSW average (66%). The area also
boasts moderate-to-high household incomes, with 34% of households in the highest income quartile
and only 16% in the lowest quartile.

'Informed Decisions (.id), August 2025. Yass Valley Council - Community Profile, Social Atlas, Economic Profile. (Sourced
from: Home | Yass Valley | Community profile)
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Overall, the Yass Valley Council LGA is a relatively advantaged community in comparison with
Regional NSW, however, there are pockets of vulnerability, such as increased lone-person and one-
parent households in Yass and District and Bowning-Bookham-Rural West, which may be more
sensitive to changes in council rates. The area's high levels of income, home ownership low potential
for mortgage stress compared to Capital Region and Regional NSW, and low unemployment, suggest
some strong capacity to absorb potential rate increases. Careful consideration should still be given to
supporting vulnerable groups.

The following table provides a summary of the socio-economic analysis for each grouping.

Table 1 Summary of grouping analysis

ACT peri-urban e SEIFA Index of Relative Socio-economic Disadvantage (IRSD) and Index of Relative
area Socio-economic Advantage and Disadvantage (IRSAD) scores well above the NSW
IRSD: 1,117 and Regional NSW averages and above the Capital Region averages. IRSD score is
IRSAD: 1,135 lowest of the five groupings but still sees comparatively very low levels of
disadvantage.
e Third highest proportion of working age (51%), slightly above the Capital Region
and Regional NSW averages.
e Second lowest proportion of dependents (23.3%).
e Lowest proportion of one-parent families, well below Regional NSW average and
Capital Region averages.
e Equal lowest proportion of ‘at risk’ households (lone person and one-parent
families) than other groupings, at 17% - this is much lower than Capital Region and
Regional NSW averages.
e Second highest proportion of couples with children (44%), notably higher than the
Capital Region average.
e Second highest proportion of renters (13%) compared to other groupings, and well
below Capital Region and Regional NSW averages.
e High proportion of resident ratepayers (fully owned and mortgaged), at 78%, when
compared to other groupings — although still notably above Capital Region and
Regional NSW averages, particularly for fully owned homes.
e High proportion of households in the highest equivalised income bracket (46%),
well above Regional NSW average.
e Low level of households in the lowest equivalised income bracket (10%), well
below Regional NSW average.
e Lowest proportion of pensioner assessments (4%) of all groupings.
e Slightly higher potential for mortgage stress within this grouping.
Bowning- o |IRSD and IRSAD scores well above the NSW and Regional NSW averages and
Bookham-Rural above the Capital Region averages. IRSD score is second lowest of the five
West groupings but still sees comparatively very low levels of disadvantage.
IRSD: 1,040 e Lowest proportion of working age (48%), slightly below the Capital Region and
IRSAD: 1,018 Regional NSW averages.

e Lowest proportion of dependents (21%).

e Low proportion of one-parent families, well below Regional NSW average and
Capital Region averages.

e Second highest proportion of ‘at risk’ households (lone person and one-parent
families), at 31% - slightly lower than Capital Region and Regional NSW averages.

e Lowest proportion of couples with children (25%), equal to the Capital Region
average.

e Low proportion of renters (10%) compared to other groupings, and well below
Capital Region and Regional NSW averages.
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Grouping Key features

e Second lowest proportion of resident ratepayers (fully owned and mortgaged), at
73%, when compared to other groupings — although still above Capital Region and
Regional NSW averages.

e Lowest proportion of households in the highest equivalised income bracket (20%),
slightly above Regional NSW average.

o Highest level of households in the lowest equivalised income bracket (25%), but
still below Regional NSW average.

e Second highest proportion of pensioner assessments (10%) of all groupings.

e Some potential for mortgage and rental stress within this grouping.

Gundaroo and o |IRSD and IRSAD scores well above the NSW and Regional NSW averages and
District above the Capital Region averages. IRSD score is second highest of the five

IRSD: 1,107 groupings and sees comparatively very low levels of disadvantage.

IRSAD: 1,130 e Second highest proportion of working age (52%), slightly above the Capital Region

and Regional NSW averages.

e Second lowest proportion of retirees (23%).

e Low proportion of one-parent families, well below Regional NSW average and
Capital Region averages.

e Second lowest proportion of ‘at risk’ households (lone person and one-parent
families), at 20% - notably lower than Capital Region and Regional NSW averages.

o High proportion of couples with children (42%), well above the Capital Region
average.

e Low proportion of renters (9%) compared to other groupings, and well below
Capital Region and Regional NSW averages.

e Second highest proportion of resident ratepayers (fully owned and mortgaged), at
86%, when compared to other groupings — well above Capital Region and Regional
NSW averages.

e Highest proportion of households in the highest equivalised income bracket (52%),
notably above Regional NSW average.

e Lowest level of households in the lowest equivalised income bracket (8%), well
below Regional NSW average.

e Lowest proportion of pensioner assessments (4%) of all groupings.

e Little potential for mortgage and rental stress within this grouping.

Murrumbateman e |RSD and IRSAD scores well above the NSW and Regional NSW averages and

and District above the Capital Region averages. IRSD score is third highest of the five groupings

IRSD: 1,104 and sees comparatively very low levels of disadvantage.

IRSAD: 1,123 e Highest proportion of working age (55%), well above the Capital Region and
Regional NSW averages.

e Lowest proportion of retirees (19%).

e Low proportion of one-parent families, well below Regional NSW average and
Capital Region averages.

e Lowest proportion of ‘at risk’ households (lone person and one-parent families), at
17% - notably lower than Capital Region and Regional NSW averages.

e Highest proportion of couples with children (46%), well above the Capital Region
average.

e Lowest proportion of renters (7%) compared to other groupings, and well below
Capital Region and Regional NSW averages.

e Highest proportion of resident ratepayers (fully owned and mortgaged), at 88%,
when compared to other groupings — well above Capital Region and Regional NSW
averages.

e Second highest proportion of households in the highest equivalised income
bracket (50%), notably above Regional NSW average.
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Grouping Key features

e Second lowest level of households in the lowest equivalised income bracket (8%),
well below Regional NSW average.

e Second lowest proportion of pensioner assessments (5%) of all groupings.

e Little potential for mortgage and some potential for rental stress within this

grouping.
Yass and District o |RSD and IRSAD scores lowest in the LGA but still above the NSW and Regional
IRSA: 1.028 NSW averages and above the Capital Region averages. IRSD score is the lowest of

the five groupings and but sees comparatively very low levels of disadvantage.

e Second lowest proportion of working age (49%), on par with the Capital Region and
Regional NSW averages.

e Second highest proportion of retirees (27%).

e Highest proportion of one-parent families (10%), in line with Regional NSW average
and Capital Region average.

e Highest proportion of ‘atrisk’ households (lone person and one-parent families), at
35% in line with Capital Region and Regional NSW averages.

e Highest proportion of lone-person households (25%), similar to the Capital Region
average.

o Highest proportion of renters (22%) compared to other groupings, but slightly
below Capital Region and Regional NSW averages.

e Lowest proportion of resident ratepayers (fully owned and mortgaged), at 70%,
when compared to other groupings - slightly above Capital Region and Regional
NSW averages.

e Lowest proportion of households in the highest equivalised income bracket (24%),
slightly above Regional NSW average.

e Second highest level of households in the lowest equivalised income bracket
(21%), but still well below Regional NSW average.

e Highest proportion of pensioner assessments (13%) of all groupings.

e Potential for mortgage and rental stress within this grouping.

IRSD: 1,016

Ratepayer impacts
Analysis summary for residential ratepayers

Three of the five Yass Valley Council area groupings — ACT peri-urban area, Gundaroo and District, and
Murrumbateman and District, see significant levels of advantage, as demonstrated by high levels of
household income, high SEIFA scores and high levels of fully owned homes, when compared to
Capital Region and Regional NSW averages. These groupings are all ranked within the top 3% of areas
in Australia for advantage according to the SEIFA IRSAD with 14 of 28 suburbs also ranked within the
top 10%. However, the majority of the population live in the suburb of Yass, which is the lowest ranked
suburb and in the top 48%.

At the end of 2028/29 (i.e. over three years), residential ratepayers in the Yass and District grouping
would be paying, depending on the SRV option, between $391 and $516 more than they would have
under the normal rate peg increase. On average, residential ratepayers will pay between $479 and
$632 over the rate cap, over three years.

At an overall level, the Yass Valley Council’s estimated average residential rate is moderate when
compared against other Group 11 councils, however, Yass Valley Council ranks the second lowest
amongst Group 11 councils, for rates charged per dollar of land value. When considered with the
significant advantage generally seen across the LGA, it is considered that there is capacity to pay the
proposed rate increases.
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The application of an appropriate hardship policy remains an important consideration in the
implementation of any rate increase, particularly for suburbs that may have the potential for
increased vulnerability, such as Bowning and Yass.

Analysis summary for business ratepayers

On average, business ratepayers across the LGA will receive an increase in rates between $1,411 and
$1,862 over three years, depending on the SRV option selected. The Murrumbateman and District
grouping will see the highest average increase in rates of between $2,137 and $2,820, however this
grouping contains only 22 (or 7.4%) of the LGA’s 296 business ratepayers. Yass and District contains
72% of the LGA’s business ratepayers and this grouping will see the second highest increase in
average rates (between $1,464 and $1,931 over three years, dependent on the SRV option).

Before the proposed rate increases, Yass Valley Council has average business rates well above the
average of Group 11 councils. With the largest increase, Yass Valley Council will move to the second
highest average rate. When reviewed in tandem with the positive industry indicators, but also high
levels of outstanding business rates, it is considered that for business ratepayers there may be
constrained capacity to pay across all groupings.

Analysis summary for farmland ratepayers

On average, farmland ratepayers across the LGA will receive an increase in rates between $1,344 and
$1,773 over three years, depending on the SRV option selected. The Bowning-Bookham-Rural West
grouping will see the highest average increase in rates of between $1,536 and $2,027, and this
grouping has the largest number (428, or 29%) of the LGA’s 1,465 farmland ratepayers. The ACT peri-
urban area contains the second highest number of farmland ratepayers (344, or 23%) and this
grouping will see the second highest increase in average rates (between $1,501 and $1,981 over three
years, dependent on the SRV option).

Before the proposed rate increases, Yass Valley Council has average farmland rates well below the
average of Group 11 councils. With all proposed options increases, Yass Valley Council will move to
well above the average rate. Farmland ratepayers are more evenly spread across the LGA, so there
will likely be some capacity to pay, although the Bowning-Bookham-Rural West grouping may be
constrained.
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