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Resourcing our Future – Key Questions Addressed 

1. What are the key financial challenges facing the City of Blue Mountains?  

Blue Mountains City Council faces significant challenges in providing services across 27 towns and 

villages, spread along 100 kilometres of mountainous terrain, set in a unique and challenging 

landscape that is susceptible to natural disasters, including bushfires.  

Within available funding the Council works hard to efficiently deliver the best possible services to the 

community. However, despite our best efforts, costs are rising at a greater rate than our income and 

Federal and State Governments continue to shift costs on to all councils, including us, and reduce our 

funding at short notice (e.g. the 2014 Federal Budget reduces Financial Assistance Grant Funding for 

all councils Australia-wide and this results in a funding reduction to the Blue Mountains of $2.9 million 

over the next four years and $1 million on an ongoing basis).  

‘Cost shifting’ is when either the Federal or State Governments add significant cost burdens to local 

governments by shifting their responsibilities for service provision to local government, without 

corresponding funding.  For example, in 2011-2012, the impact of ‘cost shifting’ on the Council has 

been estimated at $6.9 million in additional expenditure requirements. Cost shifting in 2014-2015 is 

estimated to increase by 18%. As we have only been able to increase our rates income by 2.3% for 

the year under State Government rate pegging, these decisions by the other levels of government 

leave councils with the difficult choice of either increasing rates or cutting services.  

Another major challenge is that much of the City’s $1 billion worth of built infrastructure (e.g. roads, 

pools, parks, ovals and community buildings) is old. A significant investment is required just to 

maintain these assets, if not improve them. We also have vast areas of natural environment to care for 

including over 300km of waterways and approximately 10,000ha of bushland. Our natural assets, 

which add immeasurably to the health and wellbeing of our environment, community and economy, 

also require funding – if we are to adequately look after them and minimise the impact of development 

on our World Heritage surroundings (see Question 17 on Environment Levy). 

Our main source of reliable income, rates, has also been limited in growth because of rate pegging 

and minimal new development within the City.  

Put simply, the available funding is insufficient to maintain, let alone improve, existing levels of service 

into the future and the City faces a significant shortfall in funding required to maintain and renew built 

infrastructure and community assets. 

Attachment 1 provides a summary of the Impact of Federal and State Government funding reductions 

and cost shifting on the City of Blue Mountains. 
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2. Is the Council financially viable?  

Yes, each year the Council lives responsibly within its financial means and ensures the annual cash 

budget is balanced against available revenue. The Council’s cash liquidity and financial flexibility is 

sound, expenditure is well managed, revenue has been trending favourably and the majority of the 

Council’s key financial performance measures are maintained above the industry benchmarks, as 

supported by NSW Treasury Corporation and the Council’s independent external auditors.   

However notably, the Council’s asset renewal indicators highlight that action is required to improve 

funding of the Council’s ageing $1 billion worth of assets so that the needs and priorities of our 

community can be met into the future. The Council is currently not able to meet the funding needed to 

adequately maintain, renew and upgrade built infrastructure as required.  

Currently 21% of built assets are estimated to be in poor condition.  Without additional funding this is 

projected to increase to 37% in 10 years’ time.  

To address our financial challenge the Council has developed Six Strategies for Financial 

Sustainability which we are actively implementing. All six strategies need to be implemented 

simultaneously (see Question 4).  

 
3. What is rate peg? 
 
Rate peg is the allowable percentage by which all NSW councils can increase rate revenue from one 

year to the next and the percentage is determined annually by the Independent Pricing & Regulatory 

Tribunal (IPART).  

 
The NSW Government introduced ‘rate pegging’ in 1977 to limit the amount by which all NSW 

councils can increase rate revenue. However, the rate peg does not keep up with the increases to 

many of our major expenditure areas and this is a reality for most councils. As highlighted in Chart 1 

below, for 2014-2015 rates were allowed to increase by 2.3% but electricity is expected to rise by 

14.9% and gas by 13.4%.  

CHART 1: ESTIMATED COUNCIL COSTS COMPARED TO RATE PEG 2014-2015 
 

 

*    Includes superannuation increases  
** Based on a 5 year average and includes our contribution to the NSW Government for emergency management services. 
 

2.3% 3.2% 4.3%

10.5%
13.4%

14.9%
18.0%

0%

5%

10%

15%

20%



4	

4.  How is the Council addressing its financial challenge?  

The Council is working hard to address its financial challenges in a multitude of ways. Most 

importantly, we have taken initiative and leadership in developing Six Strategies for Financial 

Sustainability which we are actively implementing.  Key achievements to date include:  

 Taking action to responsibly manage and reduce our borrowings by not borrowing unless 

there is a sound business case to do so (this strategy has included stopping the practice of 

borrowing $2.3 million each year for the Asset Works Program with reduced interest cost 

savings of $180,000 achieved in 2013/2014).  

 Balancing the annual budget through finding cost savings of $1 to $1.5 million per annum.  

 Developing a best value service framework including continuous reviews of services. 

Significant savings have been achieved from best value service reviews including: 

- A review of unsealed roads – resulting in the implementation of a ‘Sealing of Unsealed 

Roads Program’ which has reduced long term road maintenance costs while providing 

improved roads  – estimated net recurrent savings of $200k per annum. 

- A review of the bulky waste and kerb side chipping service – resulting in savings to the 

Domestic Waste Charge of $63,500 in 2013/14. 

- A review of Tourism Parks initiated in 2009/10 – generating $1.7 million net profit over five 

years.  

 Successful advocacy to other levels of government to fund needed services and facilities 

including the Hazelwood Childcare Centre and a successful $1.8 million State Government 

grant to assist the recovery process following the October 2013 bushfires.  

Implementing each of these strategies simultaneously, whilst challenging, is critical to building a 

successful future for our City. For more information on our six financial strategies you can view the 

Resourcing Strategy 2014-2024 (Part 3) at www.bluemountainshaveyoursay.com.au. 

SIX STRATEGIES FOR FINANCIAL SUSTAINABILITY 

 

 

 

 

 

 

 

 

  

Like many councils, the Blue Mountains faces significant 
financial challenges. The Council’s Six Strategies for 
Financial Sustainability position the Blue Mountains to 
withstand these challenges and build a successful future. 
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5. Why doesn’t the Council cut costs first before increasing rates? 

The Council has been containing and reducing its costs each year. Given that costs are rising in real 

terms by 2% more than income, the Council has had to find savings in the order of $1 million to $1.5 

million each year to balance its budget. This has necessitated the achievement of significant cost 

savings and efficiencies.  

 

The Council continuously reviews its service delivery to ensure it is efficient, cost effective and 

providing ‘value for money’. Over the past eight years we have achieved significant cost savings – 

approximately $13 million.  

All major expenditures go through a value management process to make sure all possible alternatives 

are considered, based on benefit, cost and risk. This ensures that the Council lives within its means. 

As with all councils, many of the services we provide are also a legal responsibility under the Local 

Government Act 1993 and other relevant legislation and it is not possible to cut them. For example, 

specifically set out in the Council’s Charter of the Local Government Act 1993 is the requirement to 

‘provide and plan for the needs of children’ and ‘properly manage, develop, protect, restore, enhance 

and conserve the environment’.  

Improving the wellbeing of our community and the environment is a key focus of the Council as we 

build a successful future for the Blue Mountains. The Council is committed to providing the best 

possible range of ‘value for money’ services to meet the diverse and at times changing needs of a 

community that is spread over one of the largest local government areas on Sydney’s fringe.  

Services provided by the Council range from provision of infrastructure such as roads, bridges, 

footpaths, stormwater, aquatic centres and parks, to programs aimed to increase the resilience and 

well-being of residents (particularly disadvantaged groups), to building capacity of our City to respond 

to bushfires and major storm and snow events, to ensuring swimming pool barriers in homes across 

the City are safe, to providing essential services, critical to the wellbeing of the community and our 

environment, such as the weekly waste collection and recycling service.   
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6. Why doesn’t the Council get more funds from other levels of government? 

The Council has actively sought grants from the Federal and State Government and other funding 

bodies. Over the past five years, the Council has secured more than $87 million in grant funding for 

the community (including the annual Financial Assistance Grant).  

However, like all councils, we have not been getting a fair share of funding relative to that received by 

other levels of government. This is partly because under Australia’s constitution there is no connection 

between the service obligations for each level of Government and how much taxation revenue is 

raised. At the broader level, local government rates account for less than 3% of total taxation, with the 

Federal Government raising well in excess of 80% of taxation revenue. Yet local government is 

responsible for providing approximately 36% of infrastructure (roads, footpaths, drainage, parks, 

pools, fire trails etc.).  

In addition, when we have been able to receive grant funding from other levels of government, it is 

often tied to certain purposes or programs such as the Roads to Recovery. For example grant funding 

is generally provided for ‘new’ projects rather than for ongoing maintenance costs.  

Federal and State Grant funding is a means for raising capital for opportunities that the Council would 

otherwise not be able to support.  While many of the Federal and State grants obtained have funded 

initiatives contributing to the vibrancy and quality of life in the Blue Mountains, the costs associated 

with ongoing maintenance, renewal and upgrade of these grant funded projects generally remain the 

responsibility of the Council (e.g. Blue Mountains Theatre and Community Hub and the Blue 

Mountains Cultural Centre and Katoomba Library).    

Grant funding is also not a reliable source of funding. For example, the Federal Government recently 

announced that it will be reducing its Federal Assistance Grants for all councils (see Attachment 1).  

This decision has resulted in a funding reduction to the Blue Mountains of $2.9 million over the next 

four years and $1 million on an ongoing basis. The Federal Government is also discontinuing funding 

of its 5% share of a rates rebate provided to pensioners for all councils and this impacts the Blue 

Mountains by approximately $80,000 per annum.  
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7. Why have my Council Rates increased in 2014/2015? 

Each year, council rates increase by an annual indexation known as rate peg which is set by the 

Independent Pricing and Regulatory Tribunal (IPART).  Any increases in a ratepayer’s 2014/2015 

rates over the previous year are a result of three factors: 

 

 Firstly, the annual allowable rate peg increase for 2014/2015 of 2.3% on total Council ordinary 

rates income. 

 

 Secondly, individual rates are impacted by the updated land valuations undertaken by the 

NSW Department of Lands (Valuer General) and issued in January 2014 (base date 1 July 

2013).  Across the City, land valuations have increased, decreased or remained stable in 

accordance with the Department of Lands’ assessment. As a result, individual ratepayers pay 

rates that may increase or decrease in alignment with their individual property land value as 

land values are essentially applied against the ad valorem rates (i.e. the cent-in-the-dollar rate 

charge) to determine rates payable. 

 

 Finally, 2014/2015 rates are calculated on a single residential ad valorem rate following the 

reform of the rating structure which commenced in July 2012. This rating reform was required 

to achieve a rating structure fully compliant with the Local Government Act 1993. It was also 

required to meet the requirement under the Act for the rating structure to be simple, fair and 

broadly uniform. Prior to the rating reform, there were 26 different ad valorem rates and 

significant inequities in rating between properties of similar value in different parts of the City. 

Community consultation on a new rating structure was undertaken in 2011 and 2012. 

Following a comprehensive review of community feedback, extensive analysis and 

assessment over a three-year period, the Council resolved in June 2012 to implement its 

rating reform program from 2012/13 to 2014/15, a three-year period, to ease the impact of 

adjustments on ratepayers.  

 

Importantly, changes to the rating structure as a result of the rating reform, and also as a result of land 

valuation changes, only affect how rates are calculated and distributed amongst the City’s ratepayers 

– they do not increase revenue within the rate base. This only occurs following allowed annual rate 

peg increases or from approved special variations to rates.  
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8. What are the options for Resourcing Our Future? 

Resourcing our Future provides three options for you to consider on how the Council can best achieve 

affordable and acceptable levels of service for the Blue Mountains. These options are: 

Option 1: Service Levels Improved 

Option 2: Service Levels Maintained 

Option 3: Service Levels Reduced 

 

OPTION 1 Service Levels Improved 

Under this option service levels will be improved, with the proportion of the Council’s $1 billion worth of 

built assets (roads, footpaths, drainage, town centres, public toilets) in poor condition reducing from an 

estimated 21% to 17% by 2024. Our emergency preparedness and response is also improved, the 

current capacity of the Council to protect and restore the natural environment is retained and 

community services and facilities (playing fields, parks, leisure centres, libraries etc.) are improved. 

These improvements are achieved through a special rate variation raising an additional $28.2 million 

over 2015/16 to 2018/19 (four year period). This rate variation includes reinstating the existing 

Environment Levy (due to expire in June 2015) in 2015/16 on a permanent basis – a 6.6% rate 

increase including an estimated 3% rate peg increase, followed by three increases of 9.6% (including 

rate peg) from 2016/17 to 2018/19. The additional funding raised would remain permanently in the 

rate base.  

This option results in a cumulative increase over four years of 40.4% or 27.8% above the allowed rate 

peg increase. However, if we also take out the Environment Levy, which ratepayers are already 

paying, then the actual increase on rates under Option 1 above 2014/15 rates is 23% above rate peg 

over four years. 

OPTION 2 Service Levels Maintained 

Under this option, service levels are maintained with the proportion of the Council’s $1 billion worth of 

built assets in poor condition remaining at an estimated 21% by 2024. Our emergency preparedness 

and response is maintained, community services and facilities are maintained at current levels, and 

the current capacity of the Council to protect and restore the natural environment is retained. 

This option also reinstates the existing Environment Levy (due to expire in June 2015) in 2015/16 on a 

permanent basis (a 6.6% increase including an estimated 3% rate peg increase), followed by three 

increases of 7.4% (including rate peg) from 2016/17 to 2018/19. These increases would remain 

permanently in the rate base and would raise an additional $20.9 million over this four-year period. 

This option results in a cumulative increase over four years of 32.1% or 19.55 above the allowed rate 

peg increase. However, if we also take out the Environment Levy which rate payers are already 

paying, then the actual increase on rates under Option 2 above 2014/15 rates is 15% above rate peg 

over four years. 
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OPTION 3 Service Levels Reduced 

Under this option there will be a significant reduction in service levels, with deterioration in our built 

assets from the current 21% in poor condition to 37% in poor condition by 2024. Our capacity to 

prepare for and respond to emergencies will be reduced and our community services and facilities will 

be reduced. Our capacity to protect and restore the natural environment will also be significantly 

reduced.  

This option does not continue the existing Environment Levy when it expires in June 2015, resulting in 

a reduction in rating revenue of $6.9 million over four years. Rates will increase by rate peg only 

(estimated at 3% per annum or a compounded increase of 12.6% over the four years).  

The annual percentage rate increases for each option is summarised in the table below. 

ANNUAL RATE INCREASE (%) 2015/16 2016/17 2017/18 2018/19 

Option 1 Rate Peg 3% 3% 3% 3% 

SERVICE LEVELS 
IMPROVED 

Environment Levy 
(continuing) 

3.6%* - - - 

 Additional Rate Increase - 6.6% 6.6% 6.6% 

 Total Annual Increase 6.6% 9.6% 9.6% 9.6% 

Option 2 Rate Peg 3% 3% 3% 3% 

SERVICE LEVELS 
MAINTAINED 

Environment Levy 
(continuing) 

3.6%* - - - 

 Additional Rate Increase  4.4% 4.4% 4.4% 

 Total Annual Increase 6.6% 7.4% 7.4% 7.4% 

Option 3 Rate Peg 3.0% 3.0% 3.0% 3.0% 

SERVICE LEVELS 
REDUCED 

Environment Levy 
(discontinued) 

- - - - 

 
Additional Rate Increase 
(Nil) 

- - - - 

 
Total Annual Increase 3.0%* 3.0% 3.0% 3.0% 

* As the Environment Levy expires in June 2015, it needs to be reinstated in 2015/2016 as a 3.6% increase. However,   
ratepayers will not experience this increase as they are already paying for it in 2014/2015. 
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9. Do my rates really go up by 40.4% under Option 1? 

No, because you are already paying the Environment Levy in your current rates.  

The total increase over four years ABOVE CURRENT 2014/15 rates (excluding the Environment Levy 

because it is already in your rates) would be 35.6% under Option 1 and 27.6% under Option 2. In the 

case of Option 3, because the Environment Levy is discontinued and backed out, the total increase 

above 2014/15 rates over the four years is only 8.7%. 

These increases also include four years of NSW State Government rate peg estimated at 3% per 

annum (equivalent to 12.6% compounded over four years) which ratepayers would normally pay. If we 

were to also exclude the estimated rate peg of 12.6%, then:  

 For Option 1, the increase above current rates would be 23.0% more than the allowable rate 

peg amount, over four years.  

 For Option 2, the increase above current rates would be 15.0% more than the allowable rate 

peg amount, over four years. 

 For Option 3, there is no increase above the allowable rate peg amount and rates would 

decrease slightly due to the discontinuation of the Environment Levy. 

 

 
Total compounded increase 

over four years above current 
2014/15 rates* 

Total compounded increase 
over four years above current 

2014/15 rates*  
-- excluding rate peg of  
12.6% over four years 

Option 1 35.6% 23.0% 

Option 2 27.6% 15.0% 

Option 3 8.7% No increase above rate peg** 

*2014/2015 rates include the Environment Levy 

** When rate peg is excluded, there would actually be a small decrease under Option 3 due to the discontinuation 
of the Environment Levy 
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10. Where does the 40.4% increase come from then? 

The cumulative percentage increase of 40.4% over four years is the total increase that Council would 

seek from IPART under Option 1 (if the Council decided to implement Option 1). This includes the 

allowed rate peg increase of 12.6% over four years (which you would normally pay anyway) and 

reinstatement of the existing Environment Levy (which you are already paying), as well as the 

additional increases sought.  

These percentages are shown in the table below.  

Total 
Annual 

Increase 
(%) 

2015/16 2016/17 2017/18 2018/19 

Total 
compounded 

increase  
over four years 

Total compounded 
increase  

over four years  
(excluding rate peg of 
12.6% over 4 years) 

Option 1 6.6% 9.6% 9.6% 9.6% 40.4% 27.8% 

Option 2 6.6% 7.4% 7.4% 7.4% 32.1% 19.5% 

Option 3 3.0% 3.0% 3.0% 3.0% 12.6% 0.0% 

 

 
11. Why don’t the annual percentages add to the total increase? 

The percentage increases in the table above are compounding, which means that the total increase 

over four years is more than the sum of the annual increases. This works in a similar way to 

compound interest, with the increase each year applying to the total from the year before.  

 

12. Would all ratepayers experience the same percentage increases? 

The percentage increases described above apply to all ratepayers equally, regardless of whether they 

are residential, business or farmland ratepayers. However in dollar terms, because individual rates are 

based on land values, ratepayers with high land values will have larger dollar increases in rates than 

those with lesser land values.  
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13. How will the three options affect ratepayers each year on average over the four years? 

For residential ratepayers, the average increase in rates over four years will be: 

 Option 1 (Service Levels Improved): $113 per year or $2.18 per week 
 

 Option 2 (Service Levels Maintained): $88 per year or $1.69 per week 
 

 Option 3 (Service Levels Reduced): $28 per year or $0.53 per week 

 

For business ratepayers, the average increase in rates over four years will be: 

 Option 1 (Service Levels Improved): $273 per year or $5.25 per week 
 

 Option 2 (Service Levels Maintained): $211  per year or $4.07 per week 
 

 Option 3 (Service Levels Reduced): $67 per year or $1.29 per week  

 

For farmland ratepayers, the average increase in rates over four years will be: 

 Option 1 (Service Levels Improved): $179 per year or $3.46 per week 
 

 Option 2 (Service Levels Maintained): $139 per year or $2.68 per week 
 

 Option 3 (Service Levels Reduced): $44 per year or $0.85 per week  

 
Detailed tables on rate increases for average residential, business and farmland each year over 

2015/16-2018/19, can be viewed in Information Sheet 1: A Better Blue Mountains at 

www.bluemountainshaveyoursay.com.au click on Resourcing Our Future. 

14. How can I find out about the impact of the options on my own actual rates, rather than the 

average? 

Ratepayers can obtain an indication of the proposed rates under each option by using a calculator 

which can be found at www.bluemountainshaveyoursay.com.au. Click on Resourcing Our Future – 

Rates Calculator. 

You will need your current land valuation which was supplied to you by the Department of Lands in 

January 2014 in a document titled "Notice of Land Valuation". You will also find this value displayed 

on your annual rates notice (issued in July 2014) along with your rating category. 
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15. How do Blue Mountains City Council’s costs compare with that of other councils? 

Comparisons with other councils in NSW are difficult because of the unique nature of the City and the 

requirements of our community. No other local government area in NSW is adjacent to a World 

Heritage Listed Area, which is also the catchment for Sydney’s drinking water. The City’s land area is 

significantly larger than many other Sydney councils (see Map 1). The Council is responsible for 

managing 10,000 hectares of natural bushland and 300km of waterways. Surrounded as we are by a 

National Park, the City is at great risk of bushfires so we need to invest significant expenditure to 

ensure the safety of our community which the majority of other Sydney councils do not need to do.  

The chart below highlights this, with the Council spending more on managing the environment and 

safety and emergency management per resident than the NSW average. This is to be expected given 

the location of the Blue Mountains adjacent to a World Heritage Listed National Park and the 

proneness of the City to natural disasters including bushfires and storms. The 2014 Community 

Survey also shows that the Blue Mountains community highly values the surrounding natural 

environment and sees managing bushfire risk on Council land as one of the highest issues of concern 

and priorities for action.  

EXPENDITURE ON SERVICES PER RESIDENT – BMCC & NSW STATE AVERAGE	 

 

 

 

 

 

 

 

 

 

 
In comparing our costs relative to other councils, the Map below is useful in highlighting the 

significantly larger land area managed by the Council, relative to many other areas, and the additional 

cost challenges resulting from the Blue Mountains population of approximately 78,000 being dispersed 

across a linear settlement pattern of 27 settlements, with a population density of 54 people per sq.km. 

extending 100km across predominantly mountainous ridgeline terrain amongst a World Heritage 

Listed environment. 
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Map 1: Blue Mountains Local Government Area 
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16. What is a Special Rate Variation? 

 

“Special variations are an important means of providing additional funding to councils in 

delivering services and infrastructure that the community has requested and the council is 

unable to fund within its existing revenue.” Source: Office of Local Government Guidelines for the 

preparation of an application for a special variation to general income. 

Each year the Independent Pricing and Regulatory Tribune (IPART), sets a maximum percentage 

amount that councils can increase their rates by (known as the ‘rate peg”). Councils can then assess, 

in consultation with the community, whether that rate peg is sufficient to maintain services and 

infrastructure or they can request an increase above the rate peg limit. Such increase is known as a 

Special Rate Variation (SRV). 

IPART will only approve a SRV application if it is satisfied that a council adequately meets its criteria, 

including demonstrating a need for the additional revenue, that productivity improvements to reduce 

overall costs have been undertaken and the community is aware of the proposal.  

17. What is the Environment Levy? 

The Environment Levy was approved as a special variation in 2005 and currently costs the average 

ratepayer around $45 p.a. (or 87c per week).  It raises around $1.6 million annually to fund restoration 

projects across the City’s natural environment. Key activities and programs funded by the Levy 

include:  

 Maintenance, repair and upgrade of over 120km of walking tracks; five campsites and 85+ 

lookouts (including important historical and cultural sites) 

 Rehabilitation of creeks and bushland across 130 sites (including weed control and 

stormwater pollution management) and restoration of rare and endangered habitats  

 Supporting the work of over 500 local conservation volunteers contributing over 10,000 hours 

each year 

 Environmental education programs in local schools 

 Water quality monitoring at 40+ sites. 

The Levy is due to expire in June 2015, and if the achievements made under it are to be continued, 

then it needs to be renewed through an application to IPART.  

More detailed information on the Environment Levy can be found at 

www.bluemountainshaveyoursay.com.au and click on Resourcing Our Future and refer to Information 

Sheet 2 Your Environment Levy.  
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18. How do we know that money isn’t being wasted? 

Over 37 years of rate pegging has resulted in the Council having to find efficiencies and cost savings 

every year (in the order of $1 million  to $1.5 million) to balance our annual budget, given costs rising 

faster than allowable revenue increases. The Council uses best practice procurement strategies, 

including participation in purchasing groups such as Westpool for the Council’s insurance costs.  The 

Council implements competitive tendering processes for all costs greater than $120,000. The Council 

also works hard to leverage additional grant funding from the revenue we have e.g. our Environment 

Levy has attracted more than $3.6 million in matching funding for environmental programs.   

Our annual ‘best value’ service reviews include addressing the following two questions:  

 ‘Is the Council spending money in the right places (effectiveness)?’ and  

 ‘Could work be done at a lower cost (efficiency)?’  

Increasingly, these reviews have found that the Council does not have enough funds to adequately 

repair and maintain its vast portfolio of built assets, valued at over $1 billion. Instead, it sometimes just 

‘patches’ instead of replacing assets near the end of their life, so that available funds can be spread 

further to other facilities and services in need of resources. This is a short-term solution, however, and 

in the long term will end up costing us more money.  

In the 2013-2014 financial year, Council staff attended to over 14,000 requests for repairs and 

maintenance. Unless additional revenue is obtained to fund required maintenance, repair and renewal 

of built assets, service levels will need to be reduced. Council faces a choice; either have less 

facilities/ built assets requiring less work and reduce our service levels OR increase income so we can 

actually adequately maintain and renew what we have.   

Our value management processes have achieved efficiencies and costs savings of more than $13 

million over the past eight years. This has helped to offset the additional costs of energy, construction 

materials and suppliers, which are rising faster than the allowed increase to our rating income (rate 

peg).  

More detailed information on the Council’s cost saving, efficiency and revenue initiatives can be found 

at www.bluemountainshaveyoursay.com.au click on Resourcing Our Future and refer to Information 

Sheet 3: Cost Savings, Efficiencies and Revenue Initiatives. 
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19. Why did the Council undertake new building projects over the past five years if funding 
was tight?  
 

Maintaining a vibrant City and being responsive to the changing needs and requirements of our 

community are key objectives for our City through our Community Strategic Plan – Sustainable Blue 

Mountains 2025.  

The majority of new and important major projects undertaken by the Council have received substantial 

amounts of grant funding and all have met assessed priority needs of the City and the community. The 

Blue Mountains Theatre and Community Hub at Springwood, which has received strong community 

support, is a good example of this:  

 The Federal Government granted us $9.5 million to upgrade this heavily used performing arts 

and community centre, which was ageing, had no air conditioning and required major renewal 

expenditure over the next 10 years to keep it running.  

 The Council successfully obtained a low interest loan subsidy for the remaining $6 million 

required for the project from the NSW Government.   

 This project is of high benefit to the whole community, relatively low cost to Council and 

involved a relatively small short-term expenditure and provides an integrated cultural and 

community precinct that will enliven the Springwood Town Centre, improve the amenity of a 

key District Centre and add considerable value and support to the Blue Mountains economy.  

The challenge for the Council is to manage and maintain this, and other Federal and State 

Government grant funded facilities, to community expectations.  

 
 
20. Why has the Council borrowed so much?  
 

Over the past decade the Council has used borrowings as a source of funding a component of its 

Asset Works Program. This funding has enabled the Council to address required renewal and 

upgrade of existing built assets and manage priority risks associated with ageing infrastructure and 

facilities. Some of this funding has also enabled the Council to attract significant matching grant 

funding e.g. in past years for the renewal of our road network under the Roads to Recovery Federal 

Government funding program.  

 

The transport network (including roads, footpaths, kerb and gutter, bridges and stormwater 

infrastructure) accounts for over $650 million of the Council’s $1 billion total asset value and 

not renewing our road network, when required, results in significantly increased future funding 

requirements as a result of more extensive deterioration needing to be addressed.  

 

The Council has also borrowed funds to address key assessed priority needs of the City such as the 

upgrade of the Katoomba Waste Management Facility completed in 2010. This project resulted in a 

much needed Resource Recovery Centre and Waste Transfer Station to maximise the lives of our 
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waste management facilities and significantly minimise longer term costs to the community. Other 

borrowings have contributed to the funding of key community infrastructure projects that have 

improved the amenity and vibrancy of our City overall and towns, strengthened the local economy and 

met assessed community needs e.g. the new Katoomba library which has seen significantly increased 

visitation since opening. As highlighted above in Question 19, these borrowings have enabled the 

Council to deliver major projects of high benefit to the community; have involved low interest loan 

subsidy financing arrangements with the State Government; and have in most cases been more than 

matched by significant Federal & State Government grant funding.   

 

However, while the Council’s debt service ratio performance indicator (i.e. the degree of revenue from 

continued operations committed to the repayment of debt) is within industry benchmark, our 

financial planning has identified that we have reached our capacity to incur new debt. That is, our 

available revenue is insufficient to support further loan interest and principal repayments at this point 

in time. As a result, a strategy has been included in the Council’s adopted Six Strategies for Financial 

Sustainability to manage borrowings responsibly (Strategy 3) by minimising future borrowings and 

reducing existing debt. As shown in the figure below, this strategy is projected to bring the Council’s 

borrowing balance down from $59M in 2013-2014 to $21M by 2023-2024. 

	

TOTAL	BORROWINGS	OUTSTANDING		

	
	

 

To support the implementation of this strategy the Council has developed a Borrowing Policy (outlined 

in the Council’s Delivery Program 2013-2017) that ensures we manage the cost of debt responsibly, 

taking into account principles of inter-generational equity and the financial capacity of the Council. 

 

Going forward, the Council has and will endeavour to further reduce debt earlier where possible and 

implement an annual review of borrowings. No new borrowings from 2014-2015 are planned unless: 

 The cost of the debt is funded from sufficient income or cost saving generated by the project. 

 Financially responsible subsidised loan funding is available (e.g. LIRS funding). 

 Any proposed new borrowing is supported by a comprehensive business case. 

 The borrowing relates to deferred asset works carried forward from a prior period as resolved 

by the Council. 
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21. What is the Council doing to develop more income streams? 

For every dollar residents pay in rates, the Council at least matches it with revenue from such sources 

such as grants, commercial activities and from fees and charges. Over the past five years, the 

Council’s revenue base has included over $87 million in externally acquired grant funding for the 

community. 

 

Since 2006-2007, we have implemented specific strategies aimed at increasing revenue. These 

include, for example: 

 Implementing a property disposal and investment program  

In 2005, the Property Disposal and Investment Fund was established to accumulate income 

generated from property sales and development for re-investment and asset renewal works. 

Fifty per cent of the annual return on investment generated from the program is reinvested 

into the fund with the balance used to fund asset renewal and maintenance.  

As at 30 June 2013, the fund contained $1.8 million and it is estimated that the fund will have 

an estimated $3.2 million at the end of 30 June 2014 due to additional property sales.  

 Identifying and implementing viable income generating initiatives 

In 2009, we established a Commercial Activities Service with the aim of generating revenue 

for the Council.  Current activities within this service, all of which generate net profits include: 

- Caravan Parks 

- Visitor Information Centres 

- RTA agency 

- Commercial buildings and properties 

- Commercial ventures at leisure centres. 

While it is prudent that the Council maximises all current and future streams to fulfil community needs, 

it is also recognised that this must be balanced against socio-economic realities, principles of fairness 

and affordability and the need for the Council to be risk averse in business ventures, which involve the 

spending of public money. 
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22. How will the Council spend any additional income?   

Expenditure allocation will be guided by the Council’s 10-year Resourcing Strategy with any additional 

income being obtained under Options 1 and 2 targeted to managing high priority risks and community 

requirements that resource our future in the following areas: 

– Built infrastructure - roads, town centres, public toilets, buildings, footpaths and stormwater 

drainage 

– Emergency preparedness and response – capacity to prepare for and respond to bushfires 

and other natural disasters, disaster planning, asset protection zones and fire trail 

maintenance 

– Natural environment – weed control, water quality monitoring, stormwater pollution control, 

bushland, walking tracks, Bushcare and Landcare programs 

– Community services – sporting fields, parks, leisure centres, libraries, community facilities 

and supporting the community, including those in need.  

As required by the legislated local government Integrated Planning & Reporting, the Council will 

review its Long Term Financial Plan and Asset Management Plans annually. This will drive best value 

resource allocation that addresses priority assessed risks. This is critical given that much of the 

Council’s $1 billion worth of built assets is old and therefore potentially at risk of failure.  

The Council’s Resourcing Strategy2014-2024 proposes that income received under Options 1 

and 2 will primarily be targeted to reducing the proportion of the City’s $1 billion worth of built 

assets in poor condition (as shown in the ‘red’ segments of the pie charts below).  

In summary: 

 Option 1 will allow the City to turn around the decline in built assets and provide funds to 

renew assets as they become due - with the proportion of built assets in poor condition being 

improved from the current 21% to approximately 17% by 2024 

 Option 2 will hold off the decline – stabilising the proportion of built assets in poor condition at 

21% 

 Option 3 will see the proportion of built assets in poor condition increase from 21% to 37% by 

2024.  

 
The following table provides a summary overview of planned expenditure under Options 1 and 2   

over the next 10 years. 
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Proposed  allocation  of  additional  revenue  under  Options  1  and  2  over  2015‐2024      
(subject to annual review of Resourcing Strategy /Asset Management Plans) 

  OPTION 1   OPTION 2 

Built 
Infrastructure 

 

 

$47.3 million  $33.0 million 

Including $37.8 million for:  Including $24.9 million for: 

 Renewal and maintenance of the sealed 

road network funding shortfalls 

 Road shoulder work required to prevent 

overall  deterioration  of  roads  and 

improved stormwater management 

 Stormwater management infrastructure 

gaps 

 Renewal of ageing bridges 

 Footpath renewal priorities 

 Legislatively required bus stop disability 

access upgrades 

 Stormwater management infrastructure 

 

As  for  Option  1  but  with  $12.9  million 
less funding for required: 

 Renewal  and  maintenance  of 

sealed road network 

 Stormwater  management 

infrastructure 

 Traffic facility renewal 

 Footpath renewal 

Including $9.5 million for:  Including $8.1 million for: 

 Improving  town  centre  maintenance 

regimes 

 Tree management 

 Town  centre  public  domain 

infrastructure improvement programs 

 Improve building compliance 

 Public toilet upgrade in town centres 

 Building cleansing 

 Building maintenance and renewal 

 Information  technology  upgrades 

including disaster recovery systems  

 

As for Option 1 but with $1.4 million less 
funding for required: 

 Public  toilet  upgrade  in  town 

centres 

 Building cleansing  

 Building renewals 

 

 

Environment 

 
$22.5 million 
 

 

$19.3 million 

Including $11.7 million for:    Including $11.4 million for: 

 Weed control 

 Restoration of water ways and water 

quality monitoring 

 Stormwater pollution control 

 Bushland  restoration,  Bushcare  and 

Landcare programs 

 Wildlife  habitat  restoration  and 

protection of rare and unique animal 

and plant species 

 Environmental education 

 

 

As for Option 1 but with $0.3 million less 
funding for required: 

 High risk environmental 

program areas  
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  OPTION 1   OPTION 2 

Environment 
Cont’d 

Including $10.8 million for:  Including $7.9 million for: 

 Walking tracks and lookouts 

  Improvements  to  natural  area  visitor 

facilities 

 
 

As for Option 1, but with $2.9 million less 
funding for required: 

 High  risk  walking  track  and 

natural  area  visitor  facility 

renewals  

 Walking track maintenance 

 

Emergency 
Preparedness 
and Response 

 

 
$4.5 million for: 
 

 

$2.0 million for: 

 Disaster  and  emergency  management  

planning  

 Bushfire  impact  preparedness  and 

prevention  ‐ Asset Protection Zone high 

priority works 

 Improved  cyclic  maintenance  of  fire 

trails 

 

As for Option 1, but with $2.5 million less 
funding for required: 

 

 High  priority  Asset  Protection 

Zone works  

 Improved  fire  trail  cyclic 

maintenance programs 

 

Community  & 
Recreation  

 
$24.2 million 
 

$16.0 million  

Including $9.4 million for:  Including $5.6 million for: 

 Sporting facility operating  costs 

 Priority  areas  for  renewal  of 

recreational  sporting  surfaces, 

equipment, buildings and toilets 

 Park Revitalisation Program 

 

As for Option 1 but with $3.8 million less 
funding for required: 

 Renewal,  maintenance  and 

upgrade  of  parks,  sports 

grounds and playing surfaces 

 

Including $5.0 million for:  Including $4.6 million for: 

 Swimming  pool  renewal  and 

infrastructure priorities 

 

As for Option 1, but with $0.4 million less 
funding  for  required  swimming  pool 
renewal, and infrastructure priorities 

Including $9.8 million for:  Including $5.8 million for: 

 Renewal, maintenance and operation of 

community  facilities  including  libraries, 

community  centres,  halls,  youth 

facilities,  child  care  facilities, 

neighbourhood centres 

 Community  development  programs  to 

improve social outcomes 

 Rehabilitation of cultural assets 

 

As for Option 1, but with $4.0 million less 
funding for required: 

 Community  facilities  renewal 

and upgrade  

 Community  development 

programs  to  improve  social 

outcomes 

 Community building cleansing 

Total  $98.5 million  $70.3 million 
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23. What if I will suffer genuine hardship because of any rate increases? 

The Council has a Hardship Relief Policy in place for persons having trouble paying their rates. Any 

residential ratepayer experiencing genuine hardship in paying rates should contact the Rates Team at 

the Council, so that we can assess whether some level of relief is warranted.  

In determining the percentage increases under both Option 1 and Option 2, ratepayer’s capacity to 

pay was assessed and taken into consideration amongst other factors. This assessment indicates that 

while there are some financially challenged residents, the majority of residents within the City appear 

from the statistics below, to have some capacity to pay additional rates. Key findings from the 

assessment included:  

 SEIFA Ranking:  Blue Mountains residents are among the top 20% of least disadvantaged 
Local Government Area’s in NSW (Source: Australian Bureau of Statistics Socio-Economic Indexes 
for Areas) 

 Weekly Income: Weekly household income in the Blue Mountains ($1,270) is above the 
NSW ($1,237) and national ($1,234) averages (Source: Census 2011) 

 Rates, Annual Charges, Interest & Extra Charges Outstanding Percentage: Uncollected 
rates are below the local government benchmark, indicating that in general Blue Mountains 
ratepayers have the capacity to pay their rates (Source: Long Term Financial Plan 2014-2024) 

24. What happens next? 

All community feedback will be reviewed, and the Council will decide which option to proceed with, if 

any, for resourcing our future. This will include a decision on whether or not the Council will proceed 

with making an application to IPART for a special variation to rates. 

If the Council is to proceed with a special variation, then an application will be prepared for submission 

to the Independent Pricing and Regulatory Tribunal (IPART) in February 2015. IPART’s decision 

would then be made by mid-June 2015.  

25. Where can I find more information about rates? 

Frequently asked questions on rates and charges from the Division of Local Government’s website 

can be found at: www.dlg.nsw.gov.au/dlg/dlghome/PublicTopicsIndex 

 

26. Where can I find out more about Resourcing Our Future options and other information? 

Additional information can be found at: www.bluemountainshaveyoursay and click Resourcing Our 

Future. 
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ATTACHMENT 1 

IMPACT OF FEDERAL & STATE GOVERNMENT  

FUNDING REDUCTIONS AND COST SHIFTING ON THE CITY OF BLUE MOUNTAINS  

 
 There has been a history of Federal and State Governments cost shifting  

responsibilities for service provision to local government without corresponding funding 
e.g. in 2010/2011 $6.9 Million in additional expenditure requirements. 
 

 Local government is responsible for approximately 36% of the Nation’s Infrastructure 
but only receives 3% of National Taxation Revenue (councils have been advocating 
strongly for this fiscal imbalance in Federal funding to be rectified for many years).  

 
 The Federal Government has recently withdrawn funding to the Blue Mountains from 

the Community Infrastructure Grants program, Regional Development Australia. 
 

 The NSW Rate Peg for 2014/2015 was set at 2.3% with no consideration of the 
subsequent 2014 Federal Budget funding reductions to local government. Costs have 
been rising faster than revenue due to 37 years of rate pegging - the NSW government 
restricts the amount that rates can increase despite actual expenditure cost increases. 
For example, in 2013-2014 the contribution the Council was required to pay to Fire & 
Rescue NSW (as part of the legislated Emergency Services Statutory Contributions) 
increased by 36% or $241,000, however allowed increase to rates was only 3.4% in that 
year. 

 
 The Council has been advised that the NSW State Government Waste Levy will 

increase from $53.90 per tonne of waste to landfill in 2013-2014 to $65.40 per tonne in 
2014-2015. The requirement to pay the Levy ($2.9M in 2014-15) will hinder the Council’s 
ability to invest these funds in other, more effective local waste avoidance and resource 
recovery initiatives; it also prevents investment in other critical priorities and risks 
needing to be addressed within the City. 

 
o The Council has previously lobbied the State Government for the removal of this levy 

which is an additional tax on residents and businesses and an unaffordable expense 
for our community. The Levy is considered inappropriate and unjust, given that the 
Blue Mountains is self-sufficient in provision of resource recovery and waste 
management infrastructure/ services. The community currently funds the operation 
and upgrade of Katoomba and Blaxland Waste Management Facilities, as well as the 
rehabilitation of two dormant landfill sites.  The Levy, in addition to these expenses, 
makes it difficult for the Council to increase gate fees and the Domestic Waste 
Management Charge to invest in further resource recovery, due to considerations of 
affordability to the community.  

o Given the range of services that ratepayers expect from their rates, the Waste Levy is 
considered poor value for money.  

o The Waste Levy has significant financial implications for the Council and the 
community.  Between 2009-2010 and 2015-2016 it is projected that the Council will 
levy its ratepayers and landfill users more than $21 million, receiving back only $3 
million through the WaSIP fund for investment in new or enhanced waste and 
sustainability initiatives over the same period.  The remainder is directed to the NSW 
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Treasury.  The Levy is therefore considered to be a disguised State Government tax 
on Blue Mountains residents, collected by Council on behalf of the NSW Government. 

 
2014 Federal Budget Impacts 
 
Financial Assistance Grant indexation freeze 
Like most council’s nationally, the Financial Assistance Grant (the Grant) aids the Council’s 
provision of a wide range of services supported by infrastructure including local roads, 
bridges, recreation facilities, libraries, cultural facilities. The Grant is a significant proportion 
of our budget (i.e. 7% for 2014/2015) and the annual indexation allows us to manage 
inflationary cost increases and therefore facilitates the balancing of our annual budget.  
 
As shown in the table below, the proposed indexation freeze on the Grant in the 2014 
Federal Budget means revenue received from the Grant will remain at $8.2 million per 
annum until 2017/2018.  
 
This will have a $253,000 impact on the Council’s 2014/2015 budget, and in subsequent 
years, we will lose revenue of $620,000, $1,003,000 and $1,037,000 in the years 2015/2016, 
2016/2017 and 2017/2018 respectively. This is a total of $2.9 million over this period of four 
years.  
 
The indexation freeze also impacts revenue into the future since the foregone revenue will 
never be recouped, leading to an ongoing loss of revenue of over $1 million per annum from 
2017/2018.   
 

 
 
In addition to the long term impacts, at such a late stage in the Council’s planning cycle for 
2014/2015, this freeze impacts the Council’s capacity to deliver local services and 
infrastructure to our community for next year. This impact will continue to escalate and 
therefore will limit our capacity to deliver services in future years as required by our 
community. 
 
The Council’s 10 year Asset Management Strategy identified basic infrastructure that is at 
high risk. The significant reduction in the Grant will only increase the percentage of the 
Council assets at high risk. 
  

2014 Federal Budget 

impacts on FAGS 

projections Column1 Column2 Column3

Year

Original 

Expectation 

(4%)

2014 Federal 

Budget 

Reduced FAGS

Loss over 4 

years

2013/2014 ‐ Current Year 8,268,335    8,268,335          0

2014/2015 ‐ NO Indexation 8,536,000    8,283,421          (252,579)

2015/2016 ‐ NO Indexation 8,877,440    8,257,363          (620,077)

2016/2017 ‐ NO Indexation 9,232,538    8,229,934          (1,002,603)

2017/2018 ‐ Indexation Reinstated 9,601,839    8,564,489          (1,037,350)

44,516,152  41,603,543       (2,912,609)
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Pensioner Rate Subsidy 
The 2014 Budget proposal to withdraw the Federal Government’s 5% contribution towards 
the pensioner rate subsidy will result in loss of an additional $80,000 per annum of revenue 
on an ongoing basis. This is a direct cost shift to local government as we do not have the 
legislative authority to waive the pensioner rebate. Council understands that the State 
government will cover the 5% gap for one year only. 
 
Again, at such a late stage in our planning cycle, this funding cut will impact our ability to 
deliver services and maintain infrastructure into the future. 
 
Summary of Funding Cut Implications 
These funding cuts, compounded by the constant cost shifting from both the State and 
Federal Government, will have a significant impact on the everyday lives of our community.  
The Council will be forced to immediately re-assess its spending priorities and re-evaluate 
the level of services and infrastructure it can provide to its community, given the substantial 
reduction in ongoing revenue.   
 
The funding cuts will ultimately mean that our community will experience a decline in the 
condition of our local infrastructure, with worsening safety and significant risk management 
requirement, negative impacts on local community services and businesses and on our 
regional economy and increasing infrastructure maintenance costs. 
 
The Council recognises that the Federal Budget indicates a commitment to a number of 
funding programs for local government nationally, such as National Roads to Recovery 
(R2R) and a new funding program for the renewal of bridges. It should be noted however, 
that these grants will be tied to specific transport infrastructure programs and it is unclear at 
this stage whether the Blue Mountains will be eligible for these funds. Often these grants 
require a dollar for dollar contribution by the Council. With our revenue decreased, this will 
be challenging. 
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