NORTH SYDNEY SPECIAL RATE VARIATION (SRV)

This package has been prepared by Lavender Bay Precinct to support ratepayers in making their
submission to IPART.

In addition, two videos are available and might assist:

North Sydney Sun: North Sydney Council's 52% rate increase process explained

Tim James address to NSW Parliament: youtu.be/oLVgCuo4IXw

What is being proposed?

North Sydney Council has applied to the Independent Pricing and Regulatory Tribunal (IPART) to

increase its permissible income (Council Rates) by 52.66% over three years, through a “Special

Rate Variation” (SRV). After the three years, rates will continue to increase each year by the

“rate-peg” - arate determined by The Independent Pricing and Regulatory Tribunal (IPART)).

If approved:

° The increase will be permanent.

o The Minimum Rate (paid by approximately 77% of residential rate-payers — mainly
apartment owners) will increase by 64% over three years.

° After FY29, rates will continue to escalate annually and in perpetuity, compounding
from a significantly higher base created by the SRV.

How will Council’s SRV application be assessed?
IPART will determine whether to approve, reject, or partially approve North Sydney Council's
application. It will assess the application on five criteria as follows:
1. Demonstrated financial need for the additionalincome being sought.
2. Demonstrated that the community is aware of the extent, and need for, the rate
increase (i.e. not only whether the community is aware that Council is seeking a raterise,
but whether the community has been given adequate and accurate information to enable
an informed understanding).
3. Shown that the impact on ratepayers is reasonable.
4. Exhibited and adopted relevant planning documents.
5. Explained and quantified its productivity improvements and cost containment
strategies.

How can | make a submission?

You can make a submission to IPART by Monday 9 March 2026 by:

. Completing IPART’s online survey

o Uploading a written submission (even a short one is valuable)

Submit your comments to IPART via IPART’s website under “Have Your Say”:
https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Reviews/Special-

Variations-Minimum-Rates/Special-Variations-and-Minimum-Rates-2026-27

Further information: Contact: Cathy Peters

E: info@neutralprecinct.com
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https://www.youtube.com/watch?v=pWtoNzcwzfY
https://l.facebook.com/l.php?u=https%3A%2F%2Fyoutu.be%2FoLVqCuo4IXw%3Ffbclid%3DIwZXh0bgNhZW0CMTAAYnJpZBExWHY1dDdVUzI2bXNkdjkzYXNydGMGYXBwX2lkEDIyMjAzOTE3ODgyMDA4OTIAAR6IJBFyGxydzkXKUzc-Vti8IpMRgDuECZXOgA48E9gs9-4mIZ2wIaaD-VJH9w_aem_0NWL3UAwbMYQcjuG4xwzdQ&h=AT6bmnTqAPZZEXkTvd4q7TjK_4ECHgNbzLFMHavJvuh7u2NNXU9fMx2tRqsMiWdSJcpfkmEszlMjz_gjdFY-EeeM-mTLiCFen55ptw6VUHPrPmj6B9OkjN1RCP5qRPhtFpzhgBws2UzQPIKU1pkxlpqgJMjw5A&__tn__=-UK-R&c%5b0%5d=AT713EZrGOjGt4fdM_-Anhxy-RkThKYIGPpaFUsEImKrWGsjEfFLYisLB96jEnOEXDKPMiB36g3M239AedUl4sGW8b-NeUHCJMqEurrKUKVA8bj4FTuobd6WnffwiZH5p7tahEF8kzTXj4xuffyz3rCrd8r8ksG8PZMlYB4PhTucUmXV7VrbqcrXlyiSVg
https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Reviews/Special-Variations-Minimum-Rates/Special-Variations-and-Minimum-Rates-2026-27
https://www.ipart.nsw.gov.au/Home/Industries/Local-Government/Reviews/Special-Variations-Minimum-Rates/Special-Variations-and-Minimum-Rates-2026-27
mailto:info@neutralprecinct.com

We are opposed to North Sydney Council’s application for a Special Rate Variation
and to its application to increase minimum rates.

RITERION 1:  FINANCIAL NEED
1. Where the funds will go

NSC’s proposed Special Rate Variation (SRV) will generate an additional $278 million in 10
years.

Category $m
1 Infrastructure renewals 99.3
2 Reductionin infrastructure backlog 86.9
3 Reserve for CD co-contributions 40.1
4  New corporate system 17.9
5 Operating initiatives 17.3
6 New infrastructure 16.9
TOTAL $278.4m
1.1 Infrastructure renewals $99.3 million based on catching up on depreciation funding

Council does NOT require $99.3 million based on catching up on depreciation funding for
infrastructure renewals. Over the past seven years, council has averaged a net operating
profit of $16 million and term deposits of $89 million. Thus demonstrating this funding is not
required.

Council’s claims of operating deficits and low financial resilience are untrue.

Operating margin: A review of seven years of audited financial statements from 2019 through to
2025 indicates that council recorded an average net operating profit of $16.3 million per year. In
2025, the net operating profit was $15.2 million. Importantly, that profit was achieved after
booking a non-cash depreciation expense of $29 million. If depreciation expenses are excluded,
which is normal accounting practice in assessing operating profit, the underlying operating
profit in 2025 is $45 million or an operating margin of almost 30%.

Financial resilience: Council claims it has low financial resilience due to low unrestricted cash.
Yet the audited financial statements show that term deposits increased from $69 million in 2024
to $100 million in 2025, a 45% increase in one year. Council's term deposits averaged $89
million over the seven years, and again, at $100 million in 2025, that is 12% higher than the
seven-year average. Likewise, cash on hand in the 2025 financial statements was $29.9 million.
This compares favourably at 16% higher than the seven-year average for cash.

The claims of operating deficits and low financial resilience are simply not supported by the
facts.
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1.2 Infrastructure backlog $86.9 million - inflated by $40 million

Comparative analysis of 29 other metropolitan councils illustrates North Sydney
Council’s infrastructure backlog figure is just $46 million.

In 2024, North Sydney Council changed its methodology for calculating the estimated costs
required to bring assets to a satisfactory condition. This change materially increased the
reported infrastructure backlog.

Comparative analysis of 29 other Councils has been undertaken, showing that on average, the
reported infrastructure backlog is only approximately 29% of a council's gross replacement cost

of Category 4 and 5 assets.

On this basis the North Sydney Council’s infrastructure backlog figure should be $46 million
(29% of $157 million, using Cat 4 + 5).

1.3 New infrastructure $16.9 million - council should first stabilise its finances

Seeking $17 million for aspirational initiatives while citing liquidity pressures highlights
fiscal indiscipline

Advancing new infrastructure while citing liquidity pressures highlights North Sydney Council’s
fiscalindiscipline and the absence of measurable financial controls.

Council has listed the new projects it intends to deliver between 2026-2029 as unfunded
projects in its Delivery Plan. These discretionary projects were identified from the “Informing
Strategies” developed in 2024. A survey conducted by council between 29 November 2024 and
10 January 2025, with over 1,000 ratepayer responses, found that 78% of respondents were not
willing to pay for these new projects, services and initiatives.

Before undertaking any ambitious expansion of services, North Sydney Council should first
stabilise its finances. Council must take responsibility for developing sustainable financial and
operational plans. Any proposed rate increases should be based on demonstrable, evidence-
based financial needs rather than aspirational project funding.

1.4 Reserve for co funding new infrastructure $40.1m

Allocating $40 million to co fund insufficiently defined projects is excessive and introduces
material financial and governance risk.

From 2029/30 to 2035/36, Council proposes allocating $40 million of total SRV income to a
dedicated reserve to support delivery of additional projects identified in the Development
Contributions Plan that require Council co-funding.

Allocating $40million for unidentified projects to be undertaken 2029 onwards seems excessive.
Excessive reserves can diminish transparency and accountability by concealing project

Cost blow-outs and poor financial decisions. Excessive reserves can also lead to politically
motivated or electoral-cycle driven expenditure, that may not truly be in the interests of the
community.
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1.5 New corporate systems $17.9 million

New corporate systems should be funded internally. If additional revenue is genuinely
required then, as this is a discrete project, any rate increase should be temporary.

The proposed funding of new corporate systems does not justify a permanent increase in rates.
Corporate system upgrades are discrete, finite capital projects — not ongoing service
obligations or structural operating pressures. As such, they should be funded through internal
reallocation, productivity improvements, asset rationalisation, reserves, or borrowings aligned
to the useful life of the asset.

Embedding a one-off project into the permanent rate base is inconsistent with proportionality,
transparency, and intergenerational equity.

If additional revenue is genuinely required, any rate increase should be clearly quarantined and
time-limited to match the lifespan of the project.

1.6 Operating initiatives $17.3 million

Seeking $17 million for aspirational initiatives while citing liquidity pressures highlights
fiscalindiscipline.

Councilis seeking to raise $17.3 million over ten years ($6.6 million in 2026-2029) for
aspirational initiatives beyond core responsibilities. As with the allocation of $16.9 million for
New Infrastructure (discussed in 1.3 above), these initiatives which originate from the
“Informing Strategies” developed in 2024, do not enjoy community support.

Council has not demonstrated clear and measurable community benefit. Nor has it prioritised
initiatives or explored lower-cost or alternative funding options.

2. Alternatives to a rate rise

Several strategies could mitigate or remove the need for a Special Rate Variation. For
example, the sale of underperforming assets, utilisation of population growth as a
funding lever and, use of loan funding to spread costs.

Council has not adequately considered alternatives, including measures such as the sale of
underperforming non-core assets, sponsorships, grants, or loans. that could reduce the scale
of any required SRV. There is no evaluation of these options, despite their potential to reduce
the financial burden on ratepayers.

Several strategies could mitigate the impact of the rate increase but implementing them
requires a willingness to explore alternatives. Some examples are provided below.
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2.1 Sale of underperforming asset - Ward Street Car Park
The Ward Street car park is an underperforming non-core asset in North Sydney’s property
portfolio. Its sale presents an opportunity to recycle funds into higher-priority infrastructure.
In 2016, Council obtained a valuation of the Ward Street Car Park site based on its development
potential of approximately $80 million. Since that time:
e Property values in North Sydney have materially increased.
o The Victoria Cross Metro Station has opened, significantly enhancing the strategic value
of well-located sites in the precinct.
e Council’s parking revenue has deteriorated, with a reported shortfall of $2 million
against budget in 2024-25.
The Long-Term Financial Plan (LTFP) acknowledges declining parking revenue which will
inevitably depress the value of the asset if it continues to operate solely as a car park.
However, recent structural shifts significantly increase the redevelopment value of the site. The
sale of the Ward Street car park is a prudent, sustainable financial strategy which should be
actively pursued.

2.2 Utilise population growth as a funding lever

Council highlights population growth and its 5,900-dwelling Housing Accord target as key
drivers of financial pressure justifying a Special Rate Variation. This growth, however, could be
positioned as a strategic opportunity to attract additional funding, including Commonwealth
Financial Assistance Grants and Housing Support Programs, as well as State housing incentive
grants. By linking growth to specific infrastructure and housing outcomes, Council could offset
ratepayer burden while strengthening its grant applications.

2.3 Debt - use loan funding to spread costs.

Debt is a responsible and equitable way to fund large capital projects, alighing payment with
usage. Last year IPART advised North Sydney Council to use debt appropriately and, consistent
with intergenerational equity principles, to spread the cost of the asset over its useful life.
Hence, instead of burdening today’s ratepayers, planned large capital works could be better
funded through long-term, low-interest Treasury loans.

3. Other issues

3.1 Recurrent rate revenue is understated

Council’s Long-Term Financial Plan (LTFP) materially understates future revenue capacity
by adopting conservative dwelling growth assumptions that are inconsistent with publicly
stated housing delivery targets and known commercial developments.

Residential:

Under the National Housing Accord, North Sydney Councilis required to facilitate delivery of
5,900 new dwellings by 2029. This represents a substantial expansion of the rate base over a
short timeframe. However, the LTFP models only 300 new dwellings per annum, equivalent to
approximately 1,200 dwellings over four years, which is materially below the Accord target.
This conservative assumption significantly understates projected recurrent rate revenue.
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Commercial:

The Victoria Cross Metro site is a 42-storey commercial building with 58,000sgm of office
space for 7,000 workers and 20 retailers, set to complete in 2026. The Crows Nest Transport
Orientated Development (TOD) precinct offers commercial space for 2,500 jobs.

The LTFP appears to exclude forecasts of the additional rate revenue which these and similar
developments will generate.

3.2 Comparisons with other metropolitan councils

North Sydney Council collects the second-highest rates revenue per capita in
metropolitan Sydney indicating that already it has greater revenue capacity than most
councils.

Council frequently states that North Sydney’s residential rates are 35-40% lower than
neighbouring councils.

However, Office of Local Government data for 2023/24 shows that North Sydney collects the
second-highest rates revenue per capita in metropolitan Sydney, at $801 per residenti.e. 27%
above the Sydney average indicating that Council already has greater revenue capacity than
most councils.

CRITERION 2: COMMUNITY AWARENESS AND ENGAGEMENT

4. Surveys conducted by Micromex

Council conducted a series of two surveys to support its SRV application. However, there were a
number of concerning issues with these surveys.

4.1 Survey satisfaction scale biased results upward

Both surveys used a unipolar satisfaction scale —i.e. “Very satisfied” to “Not at all satisfied.”
This measures sentiment in one direction only, lacks a neutral option, biases results upward,
and is inappropriate for major financial or policy decisions.

A bipolar scale — e.g. “strongly oppose” to “strongly support” — would have been more
credible.

4.2 Survey invited demand while withholding costs

The first survey meant to identify valued services, risks turning uninformed preferences into
higher rates. Residents were asked if services should be reduced, maintained, or increased,
without knowing the cost, efficiency, or financial impact of the 10-year Strategic Plan

How can Council rely on a survey that invites demand for more services while withholding the
cost?
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4.3 Council is recommending the least favoured option
The second survey presented three rate options:

1. Rate pegonly

2. 40% cumulative increase

3. 54% cumulative increase

The highest increase, Option 3, was the least favoured: just 22% of residents and 14% of
businesses supported it.

Yet this is the rate increase being sought by council, suggesting the consultation was more for
show than for real participation, further eroding trust and risking the council’s reputation.

4.4 Inconsistent reporting distorts decision making

The first surveys and second Interview survey are each documented in 30+ page in the council
application papers. Yet the second Community Opt-in survey, with 700+ participants and 61%
supporting a rate-peg-only option, was reduced to just two pages. Why?

In addition, there is a troubling inconsistency in the treatment of precinct data. Wollstonecraft’s
33 votes on 10 December were fully disaggregated allocating 10 votes to Option 2 and 21 votes
to Option 3: Yet Lavender Bay’s 39 votes on 30 October were dismissed as “not applicable,”
despite the minutes clearly recording no support for any rate rise above the rate peg.

These inconsistencies don’t just cloud the evidence—they distort the decisions based on it.

4.5 Council’s claim of a clear mandate for expanded services funded by higher
rates is misleading.

Council repeatedly claims the survey shows:

“There is little appetite for ‘less’— the majority of residents want services/infrastructure to at

least be maintained, if not improved — even knowing that maintaining/increasing services will

require an increase in rates.” (P.46 LTFP)

This is misleading.

The survey question asked: “When thinking about service [X], do you think Council should
reduce, maintain, orimprove?”

Respondents were told that maintaining or improving would require a rate increase, but the
size of the increase was not defined. Many may have assumed an increase in line with the usual
rate peg, not a largerrise.

While a majority preferred maintaining services, only a small proportion supported
improvement: just 14% of the Opt-In sample and 23% of the Baseline sample. This is significant

given that the survey’s framing likely biased responses toward “Improve.”

These results do not support Council’s narrative that there is a clear mandate for expanded
services funded by higher rates.
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RITERION 3: IMPACT ON RATEPAYER

5. Impacts

5.1 Council’s reliance on 2021 ABS data is outdated and misleading.

Council’s analysis (particularly on housing stress) is outdated and misleading. It relies almost
entirely on Australian Bureau of Statistic (ABS) 2021 data — the height of the COVID-19
pandemic — when interest rates and inflation were at historic lows. Council has not accounted
for the dramatic economic shifts since then.

Data from the Reserve Bank of Australia shows that since March 2021:
e The Reserve Bank of Australia cash rate has jumped from 0% to 3.7%.
e Sydney’s CPl has risen by 23%.
e Median weekly rentin NSW has soared from $465 to $650.

These changes directly increase household financial pressure through higher mortgage
repayments, rising rents, heavier debt servicing, and reduced disposable income. Continuing to
base policy decisions on outdated 2021 data risks seriously underestimating housing stress
and overstating residents’ capacity to absorb further costs.

5.2 Restricted hardship provisions

The hardship provisions only apply to those who pay rates directly. The ABS tells us that 52% of
residents in North Sydney LGA are renters, which mean they will pay for the rate increase
through a rent increase for which they cannot claim any form of concession or exemption.

5.3 The LGA is not uniformly wealthy

The LGA is not as uniformly wealthy as the Council’s SRV submission claims. Council’s claim
that North Sydney fits a top 1-2% socioeconomic profile and hence has capacity to pay ignores
many underlying realities.

For example, North Sydney Council services an area with comparatively more renters, more
single income households and 30% smaller bedroom sizes than the NSW norm. In addition,
10% of the households in North Sydney have an income of less than $650 per week. That's
incredibly low. That means 10% of the people strain to meet their budget.

The LTFP and DP do not clearly show the impact on capacity and willingness to pay, and
affordability as stipulated by the OLG requirements for the criterion. The absence of this denies
the community consideration of the reasonableness of the proposed rate rises in the context of
broader financial implications as intended by the criterion.

CRITERION 4: EXHIBITION & ADOPTION OF IP&R DOCUMENTS

The relevant documentation was exhibited. However, there are deficiencies with the LTFP and
the Asset Management Strategy. Despite these issues being brought to the attention of NSC,
they remain unaltered.
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RITERIONS5: PRODUCTIVITY AND T- NTAINMENT

5. Productivity improvements and cost containment strategies

Council’s claims of $52 million in savings over 10 years from productivity improvements
appear to be normal operational practice.

Council’s cost reduction target of $23 million over 10 years i.e. less than 2% of the operating
budget is not meaningful cost reform.

5.1 Productivity improvements

Council claims $52 million in savings over 10 years from productivity improvements. However,
many examples appear to be normal operational practice or business as usual. In addition,
productivity improvements are not substantiated by evidence, and no methodologies for
measuring savings are disclosed.

No baselines are provided and no measurable performance targets are identified.

5.2 Cost reduction

Council’s proposed cost reduction target of $23 million over 10 years represents less than 2%
of projected operating expenditure over that period. In the context of a proposed rate increase
of more than 50%, this level of internal cost containment does not demonstrate a rigorous or
transformational effort to minimise the burden on ratepayers.

Before ratepayers are asked to absorb substantial increases, there should be stronger evidence
that Council has exhausted meaningful cost reform, service review, and expenditure
reprioritisation options.

6. Proposal to increase the minimum rate to 63% to be paid by 77%
of ratepayers

Council's proposal to increase minimum rates by 63% is inequitable as it increases the
minimum residential rate by a greater percentage than it will increase ad valorem rates.
Council's own capacity to pay analysis notes that those who are most financially vulnerable in
the community are more likely to live in properties that pay the minimum residential rate.

As context for this is the fact that most apartment buildings, because each lot owner pays at

least the minimum rate, will end up contributing more to council by way of rates than a single
family dwelling on the same parcel of land would contribute.
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