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EXTRAORDINARY COUNCIL MEETING AGENDA TUESDAY, 26 APRIL 2022
1. OPENING MEETING

2. LIVE STREAMING STATEMENT

Edward River Council wishes to advise members of the public that Council Meetings will be recorded
and will be available after each meeting on Council's website Councils Website
All care will be taken to maintain the privacy of those in attendance, however As a visitor in the public
gallery, your presence may be recorded. By remaining In the public gallery, it is assumed your
consent is given in the event your image is broadcast. This includes any filming by television cameras
if attendance is approved by the General Manager or Mayor.

3. ACKNOWLEDGEMENT OF COUNTRY

| would like to acknowledge that we are here today on the land of the Wamba Wamba Perrepa
Perrepa people. | would also like to acknowledge and pay my respects to past Aboriginal Elders, the
present Aboriginal and Torres Strait Islander people who reside within this area, and their future
generations.

4. STATEMENT OF PURPOSE
I have come here as a Councillor freely and without bias to:

o Represent the views of the community in considering the matters before us today

e To vote in a matter | consider to be in the best interest of the community

e To observe the Code of Conduct and respect the rule of the chair and views of my fellow
Councillors.

(3}

. APOLOGIES AND APPLICATIONS FOR A LEAVE OF ABSENCE BY COUNCILLORS

(=]

. DISCLOSURES OF INTERESTS
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7. REPORTS TO COUNCIL
7.1. ADDITIONAL SPECIAL VARIATION (ASV) TO RATES

Author: Greg Briscoe-Hough - Senior Governance Advisor
Authoriser: Alistair Cochrane - Director Corporate Services
RECOMMENDATION

That Council:

1. Makes an application for a permanent 2022-23 Special Rate Variation (ASV) to general
income to be made to IPART under section 508(2) of the Local Government Act 1993,
seeking an increase of the rate peg from 0.7% to 2.5%.

2. Note that the funds generated by the ASV application are to contribute to Net Operating
Deficit results from continuing operations.

3. Publicly exhibit the permanent ASV rate increase in its 2022/2023 Operational Plan,
Budget, Statement of Revenue Policy and Fees & Charges suite of documents to be placed
on public exhibition for the minimum period of 28 days.

4. Be advised of IPART’s response for subsequent consideration as part of the wider
community consultation process.

BACKGROUND

At the March Council 2022 meeting a recommendation to adopt the additional 1.8% on top of the
0.7% rate peg was resolved by Council:

12.7. RATES VARIATION TO PREVIOUS BUDGETED LEVELS RESOLUTION 2022/0315/12.7
Moved: Cr Harold Clapham Seconded: Cr Peter Connell
That Council:

a) Note the Minister’s correspondence that highlights the inadequacy of the IPART determination of
0.7%;

b) Apply for the balance (1.8%) of the expected 2.5% as earlier outlined in Office of Local
Government circular 18-31;

c) Explore other Special Rate Variations options in the released guidelines for further determination
at the April 2022 Council meeting

A report to the ARIC in respect of part (c) of the resolution was put to its 7 April 2022. It should be
noted that the final guidelines were not released until the 6 April 2022 (attached OLG Circular 22-
07) and so were not given to the committee prior to the meeting.

The current Long Term Financial Plan (LTFP) modelling, that allowed for the 2.5% for 2022/23 and
assumed a 2% rate peg for the subsequent years, this clearly demonstrated the need for a
permanent application of the increase as an interim budget repair facility.

ISSUE/DISCUSSION

In March 2022, IPART announced that it would accept and process an additional round of 2022/23
Special Variation (ASV) applications from Councils to compensate for the low 2022/23 rate peg
previously determined by IPART, allowing Councils to bring the rate peg up to its forecasted 2.5%.
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This was further qualified to state that any additional increase would be capped to the rate set in
LTFP previously adopted by Council. This proposition conflates the lack of clarity as a result of the
IPART process as Council's last LTFP fixed a 2% rate peg, based on the 2021 determination, and
the subsequent 0.7% determination was, itself, at odds with the 2.5% modelling the IPART had
advised Councils undertaking the normal rate variation process.

For an ASV application to be made, Council will need to demonstrate that:

o A demonstrable financial need such that, in the absence of a special variation,
Council would not have sufficient funds to meet its obligations as identified in its
2021/22 LTFP as and when they fall due in 2022/23; and

o Where Council is applying for a permanent special variation, in addition to the above
criterion, Council has demonstrable financial need for the special variation to be
retained in its rate base on an ongoing basis; and

o Council’'s 2021/21 Integrated Planning & Reporting (IP&R) documentation budgeted
for an income increase above the percentage specified for Council for 2022/23
under Section 506 of the Act; and

o Council has resolved to apply for the special variation under section 508(2) of the
Act and that the resolution clearly states:

=  Whether the resolution is for a temporary or permanent special variation
under section 508(2) of the Act; and

= The additional income that Council will receive if the special variation is
approved; and

= Why the special variation is required; and

= That Council has considered the impact on ratepayers and the community in
2022/23 and, if permanent, in future years if the special variation is approved
and considers that it is reasonable.

To address this circuitous modelling disadvantage, it was recommended, and subsequently adopted,
that Council pursue the 2.5% for 2022/23. It is now recommended, and noting the above, that the
2.5% be a permanent adjustment.

The process for ASV applications is intended to be a simpler more targeted application process, and
IPART will not require Councils to demonstrate community consultation outside of the processes
outlined in the normal Integrated Planning and Reporting (IP&R) and noting the recent Community
Strategic Plan process where the community has indicated certain desired outcomes, IPART will
consider the consultation undertaken through the IP&R process.

As noted, Council will seek IPART to consider the resolution to apply for the ASV on a permanent
basis despite some technical non-compliance with the listed requirements.

IPART will accept applications up until 29 April 2022, and will publish these on their website for
community consultation for a period of at least 3 weeks and will notify Council of its determination
by 21 June 2022. (It should be noted that this is the same day of Council's Ordinary meeting in June,
and so it may also be opportune for Council to consider pushing its meeting date to 28 June 2022 to
allow time to adjust, if necessary, the IP&R documents.)

STRATEGIC IMPLICATIONS

Council will miss an opportunity to arrest the long term financial challenges and decline in its
operating position if the ASV is not made permanent.
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It should be noted that this measure is an interim one and that a future rate variation may need to
be made under the normal process at some point in the future.

COMMUNITY STRATEGIC PLAN

5. A community working together to achieve its potential
5.1 Our community is informed and engaged

5.2 We collaborate and pursue partnerships that achieve great outcomes for our community

5.3 Our local government is efficient, innovative and financially sustainable

FINANCIAL IMPLICATIONS

If not undertaken and or approved by IPART, continued disadvantage and challenges to Council's
financial viability and capacity to deliver services to the community.

LEGISLATIVE IMPLICATIONS

Local Government Act - Chapter 13 Parts 1 and 2; Chapter 15, Part 2 (Sections 506-508).
ATTACHMENTS

Office of Local Government Circular 22-07 (6 April 2022)

Report to ARIC (7 April 2022)
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NSW | Local Government CIfCUlOr to Councils

_Circular Details | 22-07/6 April 2022/A815377

Previous Circular 22-03 Guidelines for Additional Special Variation (ASV) Process
for 2022-23

Who should read this | Councillors / General Managers / Rating and Finance Staff

Contact Policy Team / 02 4428 4100 / olg@olg.nsw.gov.au

Action required Information

Subject
Guidelines for Additional Special Variation (ASV) Process for 2022-23

*** The ASV Guidelines set out in this circular apply in place of, and
supersede, the ASV Guidelines issued in Circular 22-03 ***

What's new or changing

* The Independent Pricing and Regulatory Tribunal (IPART) will accept and
process an additional round of 2022-23 Special Variation (ASV) applications
from councils.

« For applications made under the ASV process, the ASV Guidelines set out in
this circular apply in place of the Guidelines for the preparation of an
application for a special variation to general income issued by the Office of
Local Government in 2020.

* The ASV Guidelines set out in this circular apply in place of, and supersede,
the ASV Guidelines issued in Circular 22-03.

« For more information on when these ASV Guidelines apply, please see
‘What this will mean for your council’ below.

» This one-off ASV round is available for the 2022-23 financial year only.

» This one-off ASV round is for councils that can show that the special
variation will enable them to meet the obligations they set for 2022-23 in their
2021-22 Integrated Planning and Reporting (IP&R) documentation.

¢ Councils seeking a permanent special variation will also need to demonstrate
the need for the special variation to be included in their rate base on an
ongoing basis.

» Separately, IPART has also agreed to undertake a broader review of its rate
peg methodology, including the Local Government Cost Index, with
outcomes from the review expected to shape rate peg determinations in
future years.

What this will mean for your council
* The ASV Guidelines set out in this Circular apply where council is applying
for:

o atemporary or permanent single year special variation for 2022-23
under section 508(2) of the Local Government Act 1993 (the Act),
AND

o the percentage sought in the application is the lower of:

= 2.5% (including population factor) or

Office of Local Government

5 O'Keefe Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 024428 4100 F 02 4428 4199 11y 02 4428 4209

E olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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= the council's assumed 2022-23 rate peg as set out in its 2021-
22 |P&R documentation (including population factor)
* For ASV applications made under the Guidelines set out in this Circular,
councils will need to provide IPART with the following information:

o Council's 2021-22 IP&R documentation identifying that council
budgeted for an income increase above the percentage specified for
the council for 2022-23 under section 506 of the Act; and

o Where councils are applying for a permanent special variation, in
addition to the above information, the council's 2021-22 IP&R
documentation identifying that the council forecast an average
Operating Performance Ratio (OPR) of 2% or lower over the next 5
years or, alternatively, evidence of need, for example, but not limited
to, that the council needs to maintain a higher OPR so it can meet its
capital funding requirements; and

o Council has resolved to apply for the special variation under section
508(2) of the Act and that the resolution clearly states:

= whether the resolution is for a temporary or permanent special
variation under section 508(2) of the Act; and
= the additional income that council will receive if the special
variation is approved; and
= why the special variation is required; and
= that the council has considered the impact on ratepayers and
the community in 2022-23 and, if permanent, in future years if
the special variation is approved and considers that it is
reasonable.
The ASV application process is a simpler more targeted application process.
IPART will not require councils to demonstrate community consultation or
criteria outside of the processes outlined above. To demonstrate community
consultation, IPART will consider the consultation undertaken through the
IP&R process and consider the resolution to apply for a ASV meets the
requirements outlined above.
Revised application forms and further information will be released by IPART
shortly.
Under this ASV round of applications:

o IPART will accept applications until 29 April 2022;

o IPART will publish applications to enable community consultation for a
period of at least three weeks; and

o IPART will notify councils of its decision no later than 21 June 2022.

Key points

* Inlate 2021, IPART announced the rate peg for the 2022-23 financial year
was set at an increase of between 0.7% and 5.0%.

« Special variations provide an opportunity for councils to vary general income
by an amount greater than the annual rate peg. However IPART's normal
period for special variation applications in relation to the 2022-23 rate peg
has now passed.

» The Office of Local Government and IPART recognise that, due to the
delayed council elections and the determination of the 2022-23 rate peg at a
lower rate than councils had forecast, councils may not have had sufficient
time to prepare special variation application within the normal timeframe.

Office of Local Government

5 O'Keefe Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 024428 4100 F 02 4428 4199 717y 02 4428 4209

E olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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This may result in some councils not having sufficient funds to pay for
required infrastructure and services.
» As such the NSW Government and IPART have agreed to a one-off ASV

round for the 2022-23 financial year only.

¢ This process is not intended to address applications from councils that
require a special variation (above 2.5%) to achieve long term financial
sustainability for reasons other than those set out in the criteria above, which
should be addressed through the standard special variation process.

» |PART's website will be updated with revised application forms and
information papers shortly.

Where to go for further information
» For further information please contact IPART on 02 9290 8400 or by email to
ipart@ipart.nsw.gov.au.

Melanie Hawyes
Group Deputy Secretary, Crown Lands and Local Government

Office of Local Government

5 O'Keefa Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 024428 4100 r 02 4428 4199 7171y 02 4428 4209

E olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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IPART Rate peg and Special Rate Variation

 F

Author: Greg Briscoe-Hough - Senior Governance Advisor
Authoriser: Phil Stone - General Manager

2. RECOMMENDATION

That the Committee receive and note the report and offer any views as to the utility of undertaking the
necessary steps for a special variation as part of the current Community Strategic Pian process.

3. BACKGROUND

The rate peg determines the maximum percentage amount by which a council may increase its general
income for the year. The State Government rate pegging strategy has adopted a number of iterations over
many years. The rate peg does not apply to stormwater, waste collection, water and sewerage charges.

The rate peg is mainly based on the Local Government Cost Index (LGCI). The LGCI, used since 2010/11
measures price changes over the previous year for the goods and labour an average council will use and in
the context of sector wide productivity changes. Recent initiatives of IPART in implementing earlier T-corp
principles of both the 'Local Government Price Index’ - based on the notion that Local Government tendering
creates a price advantage and is not relative to the commercial market - and also correlating rate income with
selective (permanent) population impacts which has resulted in a model of disadvantage for rural councils.

It should be noted that since amalgamation, and prior to June 2021, noting the rate harmonisation process,
Council was prevented from increasing rates above the rate peg.

It should be noted that since amalgamation and prior to June 2021, particularly in light of the rate
harmonisation process, Council was prevented from increasing rates above the rate peg.

Under the Local Government Act, councils are able to seek additional increases in general income beyond the
annual rate peg, by applying to IPART for a 'special variation' (SV). This is usually undertaken prior to the end
of the calendar year, however, the Ministerial advice has opened a second opportunity for Councils to address
the deficiencies via a new formula.

4. ISSUE/DISCUSSION

The Independent Pricing and Regulatory Tribunal (IPART) released the 2022/23 Rate peg determination
(subsequently updated) on 13 December 2021. (see
www.ipart.nsw.gov.au/Home/Industries/Local[1]Government/For-Ratepayers/The-rate-peg The rate peg |
IPART (nsw.gov.au)).

Council currently has c. 5000 rate assessments. Edward River was amongst the large number of Councils
limited to an increase of 0.7%. Despite advice in 2018 for Council's to prepare Long term financial plans
(LTFP) assuming a 2.5% rate peg, historically there has been significant variations:

Year /Rate peg : 2021-22 = 2.0%, 2020-21 = 2 .6%, 2019-20 = 2.7%, 2018-19 = 2.3%, 2017-18 = 1.5%.

2022/23 was the first time IPART incorporated a population related assessment and represents a series of
variable outcomes based on each council's particular population growth.

Modelling makes no provision for those local government areas that have a seasonal or tourist related
population variations such as Edward River, Of course, the economic benefit of such activity is effectively
subsidised by all ratepayers, or for specific classes, such as when the former temporary SRV applied to
businesses in Deniliquin between 2015/16 - 2017/18 to develop and implement a tourism strategy.

Noting the issues listed below, identified by both the community and Councillors as part of the Community
Strategic Plan (CSP) process, a renewed opportunity for a SRV should be considered, and may be timely as
part of the community consultation phase of the CSP process,

Identified projects:
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Growth Management Strategy - to develop a strategy in the next 6 months to take account of the economic
development opportunities emerging for Edward River and to progress growth in the population.

Whilst currently funded by the reallocation of existing budgets, costs associated with implementation of the
strategy need to be considered.

Financial Sustainability — to develop a plan to bring certainty to the long-term financial sustainability of the
Edward River Council.

The foreshadowed application for the additional 1.8% (on top of the granted 0.7%, and noting the former LTFP
assumption of 2% based on the last determination) will, if granted, generate an addition $140k. This amount is
similar in quantum ($144k) to the 45% of 'lost income’ by way of concessions to pensioners under section 575
of the Local Government Act with c. 800 assessments (16%) claiming for ordinary, and/or water and sewerage
rebates. (The NSW Government, as per s575(3), reimburses 55% of these concessions, but, this is effectively
at a fixed fee of up to $250.00 for ordinary rates and $87.50 for both any water and any sewerage and has
been at these levels and with no mechanism or desire to review.)

In the event of the new rate peg formula being implemented as originally proposed by IPART in the immediate
future, it should be noted that this will reduce Council's capacity to maintain 'business as usual' let alone any
population growth {and the impacts of demography in respect to pension concessions).The prospect for any
increases In rates associated with population is not something that can be immediately implemented or
achieved outside of a deliberate strategic, and appropriately funded, intervention.

The philosophical argument that high per capita costs for facilities and services were the rationale behind the
Fit for Future amalgamations, noting that, whether there are 500 or 9000 residents, facilities like a swimming
centre have fixed costs and that these are best addressed with a wider base of both contributors and users. In
a Council's case, and in the absence of a poll tax, the revenue base is set and limited by the number of
assessments and whilst an increase in population can be positive in wider economic terms, this does not
dictate housing mix or increase the size of the Council’s income and can actually increase costs for basic
service delivery to more people.

The ongoing issue - the impact of depreciation where facilities are improved, replaced or new even if funded
by grants or not being drawn from the normal revenue of Council - remains problematic. Any growth strategy
will need to consider realistic options for council to outsource new asset delivery and maintenance to other
parties. It is to be noted that the RFS depreciation issue has not be addressed in the draft LTFP.

Airport Land — progress the residential sky park and airport industrial land initiatives.

The previous Council, in the absence of any State government funding, was left to scale back the proposed
runway works limiting the potential for the operational aircraft suitable to use the airport as a passenger facility.
The proposal for aviation related residential (sky park) and industrial development has revenue opportunity,
but, also infrastructure costs.

Seniors Living Precinct — to develop stage 1 of the Seniors Living Precinct (Edward River Village).

This item is subject to a separate report, however the draft LTFP has not taken the full impacts of the project
into account.

Sewerage Treatment Plant - these works are essentially funded by reserves established for the purpose,
however, the timing of works prior to sufficient reserves may see the seeking of grants and borrowings, before
the upward interest rate cycle, as advantageous.

5. STRATEGIC IMPLICATIONS

Council will be required to develop a secondary plan that incorporates any SV proposals for both community
and IPART consideration.

6. COMMUNITY STRATEGIC PLAN

1. A great place to live

1.1 Our community has access to essential services

1.2 Our community is safe, happy and healthy, both physically and mentally

1.3 Our community and public spaces are accessible and inclusive and reflect our history, heritage and culture
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2. A prosperous and vibrant economy

2.1 Our economy is strong and diverse

2.2 We develop our key assets to enhance agriculture, boost tourism and support existing business
2.3 Our region provides strong education, employment and training opportunities

3. A valued and enhanced natural environment

3.1 We are committed to resource recovery and waste management

3.2 Our natural environment is protected and enhanced

3.3 We plan for the future to accommodate and facilitate sustainable growth and development
4. A region with quality and sustainable infrastructure

4.1 Our built environment is managed, maintained and improved
4,2 Our road network is a source of pride

4.3 Our water and sewer infrastructure is efficient and fit for purpose
5. A community working together to achieve its potential

5.1 Our community is informed and engaged
5.2 We collaborate and pursue partnerships that achieve great outcomes for our community

5.3 Our local government is efficient, innovative and financially sustainable

7. FINANCIAL IMPLICATIONS

nil.

8. LEGISLATIVE IMPLICATIONS

Local Government Act - Chapter 13 Parts 1 and 2; Chapter 15, Part 2.

9. ATTACHMENTS

22-03 Guidelines for Additional Special Variation (ASV) Process for 2022-23 - Office of Local Government
NSW
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Attachment 1 - Circular 22-03
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Office of - -
NSW | Local Government CII’CU'OI’ to Councils
 Circular Details | 22-03 / 7 March 2022 / AB11946
Previous Circular 20-38 Special Rate Variation and Minimum Rate Variation

Guideline and Process
Who should read this | Councillors / General Managers / Rating and Finance Staff

Contact Policy Team / 02 4428 4100 / olg@olg.nsw.gov.au
Action required | Information
Subject

Guidelines for Additional Special Variation (ASV) Process for 2022-23

What's new or changing

« The Independent Pricing and Regulatory Tribunal (IPART) will accept and
process an additional round of 2022-23 Special Variation (ASV) applications
from councils.

« For applications made under the ASV process, the ASV Guidelines set out in
this circular apply in place of the Guidelines for the preparation of an
application for a special variation to general income issued by the Office of
Local Government in 2020.

« For more information on when these ASV Guidelines apply, please see
‘What this will mean for your council’ below.

« This one-off ASV round is available for the 2022-23 financial year only.

« This one-off ASV round is for councils that can demonstrate the need for a
special variation to meet the obligations they set for 2022-23 in their 2021-22
Integrated Planning and Reporting (IP&R) documentation.

« Councils seeking a permanent special variation will also need to demonstrate
the financial need for the special variation to be included in their rate base on
an ongoing basis,

« Separately, IPART has also agreed to undertake a broader review of its rate
peg methodology, including the Local Govermnment Cost Index, with
outcomes from the review expected to shape rate peg determinations in
future years.
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What this will mean for your council
« The ASV Guidelines set out in this Circular apply where council is applying
for:
o altemporary or permanent single year special variation for 2022-23
under section 508(2) of the Local Government Act 1993 (the Act),
AND
o the percentage sought in the application is the lower of:
»  2.5% (including population factor) or
= the council's assumed 2022-23 rate peg as exhibited in its
2021-22 Long Term Financial Plan (LTFP) (including population
factor)

Office of Local Government

5 O'Keefe Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 02 4428 4100 F 02 4428 4199 TTY 02 4428 4209

E olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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« For ASV applications made under the Guidelines set out in this Circular,
councils will need to demonstrate that:
o Council has demonstrable financial need such that, in the absence of
a special variation, council would not have sufficient funds to meet its
obligations as identified in its 2021-22 LTFP as and when they fall due
in 2022-23; and
o Where councils are applying for a permanent special variation, in
addition to the above criterion, the council has demonstrable financial
need for the special variation to be retained in its rate base on an
ongoing basis; and
o Council's 2021-22 IP&R documentation budgeted for an income
increase above the percentage specified for the council for 2022-23
under section 506 of the Act; and
o Council has resolved to apply for the special variation under section
508(2) of the Act and that the resolution clearly states:
* whether the resolution is for a temporary or permanent special
variation under section 508(2) of the Act; and
= the additional income that council will receive if the special
variation is approved; and
= why the special variation is required; and
» that the council has considered the impact on ratepayers and
the community in 2022-23 and, if permanent, in future years if
the special variation is approved and considers that it is
reasonable.
The ASV application process will be a simpler more targeted application
process.
IPART will not require councils to demonstrate community consuitation
outside of the processes outlined above. To demonstrate community
consultation, IPART will consider the consultation undertaken through the
IP&R process and consider the resolution to apply for a ASV meets the
requirements outlined above.
IPART will release streamlined application forms and further information
shortly.
Under this ASV round of applications:
o IPART will accept applications until 29 April 2022,
o IPART will publish applications to enable community consultation for a
period of at least three weeks; and
o IPART will notify councils of its decision no later than 21 June 2022.

Key points

¢ In late 2021, IPART announced the rate peg for the 2022-23 financial year
was set at an increase of between 0.7% and 5.0%.

« Special variations provide an opportunity for councils to vary general income
by an amount greater than the annual rate peg. However IPART's normal
period for special variation applications in relation to the 2022-23 rate peg
has now passed.

« The Office of Local Government and IPART recognise that, due to the
delayed council elections and the determination of the 2022-23 rate peg ata
lower rate than councils had forecast, councils may not have had sufficient
time to prepare special variation application within the normal timeframe.

Office of Local Government

5 O'Keefe Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 024428 4100 F 02 4428 4199 Trv 02 4428 4209
€ olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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This may result in some councils not having sufficient funds to pay for
required infrastructure and services.

¢ As such the NSW Government and IPART have agreed 1o a one-off ASV
round for the 2022-23 financial year only.

« This process is not intended to address applications from councils that
require a special varation (above 2.5%) to achieve long term financial
sustainability for reasons other than those set out in the criteria above, which
should be addressed through the standard special variation process.

« Application forms, information papers, and submission details will be
published shortly on |IPART's website.

Where to go for further information
« For further information please contact IPART on 02 9290 8400 or by email to
ipart@ipart.nsw.qov.au.

‘}—“ 0 \{ o\

Melanie Hawyes )
Group Deputy Secretary, Crown Lands and Local Government

J

Office of Local Government

5 O'Keefe Avenue NOWRA NSW 2541

Locked Bag 3015 NOWRA NSW 2541

T 024428 4100 F 02 4428 4199 1Ty 02 4428 4209

E olg@olg.nsw.gov.au W www.olg.nsw.gov.au ABN 20 770 707 468
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Attachment 2 - OLG Circular notice 8V
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Login (https//www.olg.nsw.gov.au/create-
account)

Register (https/Mww.olg.nsw.gov.au/create-
account)

m {HITPS/WWW.OLG.NSW.COV.AU)

For Public For Council ~ Circulars

Contact Us (https://Aww.olg.nsw.gov.au/about-us/contact-us/)

Home (https/www.ola.nsw.aovawl) » Circulars
(https/mww.olg.nsw.gov.au/category/council-circulars/) » 22-03 Guidelines for Additional
Special Variation (ASV) Process for 2022-23

22-03 Guidelines for Additional Special Variation (ASV)
Process for 2022-23

Circular Details 22-03 /7 March 2022 / AB11946

Previous 20-38 Special Rate Variation and Minimum Rate Variation

Circular Cuideline and Process &
houl

whos .ou o Councillors / General Managers / Rating and Finance Staff
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Policy Team / 02 4428 4100 / olg@olg.nsw.gov.au
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(mailteolg@ola.nsw.oov.au)
—— Information

required
22-03 Guidelines for Additional Special Variation (ASV) Process

PDF Version
for 2022-23 &2
What's new or changing
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> The Independent Pricing and Regulatory Tribunal (IPART) will accept and process
an additional round of 2022-23 Special Variation (ASV) applications from councils.

> For applications made under the ASV process, the ASV Guidelines set out in this
circular apply in place of the Guidelines for the preparation of an application for a
sRecial variation to general income Issued by the Office of Local Covernment in
2020 (hitps/mwwipartnswgovaukites/default/files/documents/olg-guidelines-

> For more information on when these ASV Guidelines apply, please see ‘What this
will mean for your council’ below.

> This one-off ASV round is available for the 2022-23 financial year only.

> This one-off ASV round is for councils that can demonstrate the need for a special
variation to meet the obligations they set for 2022-23 in their 2021-22 Integrated
Planning and Reporting (IP&R} docurmentation.,

> Councils seeking a permanent special variation will also need to demonstrate the
financial need for the special variation to be included in their rate base on an
ongoing basis.

> Separately, IPART has also agreed to undertake a broader review of its rate peg
methodology, including the Local Government Cost Index, with cutcomes from the
review expected to shape rate peg determinations in future years.

What this will mean for your council

> The ASV Cuidelines set out in this Circular apply where council is applying for:
> atemporary or permanent single year special variation for 2022-23 under section
508(2) of the Local Government Act 1993 (the Act), AND
> the percentage sought in the application is the lower of:
> 2.5% (including population factor) or
> the council's assumed 2022-23 rate peg as exhibited in its 2021-22 Long Term
Financial Plan (LTFP) (including population factor)
> For ASV applications made under the Guidelines set out in this Circular, councils
will need to demonstrate that:
> Council has demonstrable financial need such that, in the absence of a special
variation, council would not have sufficient funds to meet its obligations as
identified in its 2021-22 LTFP as and when they fall due in 2022-23; and
> Where councils are applying for a permanent special variation, in addition to the
above criterion, the council has demonstrable financial need for the special
variation to be retained in its rate base on an ongoing basis; and
> Council’s 2021-22 IP&R documentation budgeted for an income increase above
the percentage specified for the council for 2022-23 under section 506 of the Act;
and
> Council has resolved to apply for the special variation under section 508(2) of the
Act and that the resolution clearly states:
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> whether the resolution is for a temporary or permanent special variation
under section 508(2) of the Act; and
> the additional income that council will receive if the special variation is
approved; and
> why the special variation is required; and
> that the council has considered the impact on ratepayers and the community
in 2022-23 and, if permanent, in future years if the special variation is approved
and considers that it is reasonable.
> The ASV application process will be a simpler more targeted application process.
> IPART will not require councils to demonstrate community cansultation outside of
the processes outlined above. To demonstrate community consultation, IPART will
consider the consultation undertaken through the IP&R process and consider the
resolution to apply for a ASV meets the requirements outlined above.
> IPART will release streamlined application forms and further information shortly.
> Under this ASV round of applications
> IPART will accept applications until 29 April 2022,
> IPART will publish applications to enable community consultation for a period of
at least three weeks, and
> IPART will notify councils of its decision no later than 21 June 2022.

Key points

> Inlate 2021, IPART announced the rate peg for the 2022-23 financial year was set at
an increase of between 0.7% and 5.0%,

> Special variations provide an opportunity for councils to vary general income by an
amount greater than the annual rate peg. However IPART's normal period for
special variation applications in relation to the 2022-23 rate peg has now passed.

> The Office of Local Government and IPART recognise that, due to the delayed
council elections and the determination of the 2022-23 rate peg at a lower rate than
councils had forecast, councils may not have had sufficient time to prepare special
variation application within the nermal timeframe,

> This may result in some councils not having sufficient funds to pay for required
infrastructure and services.

> Assuch the NSW Government and |PART have agreed to a one-off ASV round for
the 2022-23 financial year only.

> This process is not intended to address applications from counclls that require a
special variation (above 2.5%) to achieve long term financial sustainability for
reasons other than those set out in the criteria above, which should be addressed
through the standard special variation process,

> Application forms, information papers, and submission details will be published
shortly on |IPART's website, @

Where to go for further information
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> For further information please contact IPART on 02 9290 8400 or by email to
lpart@ipart.nsw.goviau (mailtoipart@ipart.nsw.gov.au)

Melanie Hawyes

Group Deputy Secretary, Crown Lands and Local Government

Page 21



7.2. EDWARD RIVER COUNCIL SUBMISSION TO IPART REVIEW OF DOMESTIC
WASTE MANAGEMENT CHARGES

Author: Philip Stone, General Manager
Authoriser: Philip Stone, General Manager
RECOMMENDATION

That Council endorse the lodgement of Edward River Council's draft submission to IPART regarding
its review of local government Domestic Waste Management Charges.

BACKGROUND

The Independent Pricing and Regulatory Tribunal of NSW (IPART) is reviewing Domestic Waste
Management (DWM) charges levied by NSW local councils. IPART is seeking submissions on the
Draft Report by 29 April 2022. The purpose of this report is to seek endorsement of Edward River
Council's draft submission, which has been developed in collaboration with the Riverina and Murray
Joint Organisation, and Albury City Council.

ISSUE/DISCUSSION

The DWM Charge is apportioned to every household, and in some cases small businesses, that are
serviced by Edward River Council's waste management team. Charges are apportioned to cover the
costs for collection and disposal of refuse. In addition, these charges include costs associated with
assorted options available to residents, that is, free waste weekends, and peripheral services which
include access to the Edward River Council Landfill and transfer stations for drop off of recycling,
garden organics and landfill.

In May 2020, IPART initiated a review of the local government DWM charges after being informed
that the Office of Local Government (OLG) had ceased auditing the reasonable cost basis of these
charges in 2016-2017.

As part of this review, IPART found that DWM charges had risen significantly in recent years and
that they vary significantly across councils and between similar councils. IPART was tasked with
devising an approach to reduce variation in DWM charges and ensure value for money across
councils, based on transparent, reasonable, and efficient costs.

IPART released its Draft Report (refer attachment 1) in December 2021. The Draft Report proposes
a ‘benchmark’ waste peg, an annual report by IPART naming councils that increased charges by
more than the benchmark waste peg, and that the OLG publish pricing principles to guide councils.
The draft decisions included in the IPART draft report are as follows:

¢ Annually publishing a ‘benchmark’ waste peg to assist councils in setting their domestic
waste management charges at the same time they publish the rate peg to assist councils
setting charges from 1 July each year.

e Annually publishing a report on the extent to which councils’ annual domestic waste
management charges increase more than the benchmark waste peg each year.

o Recommending that the Office Local Government publish pricing principles to guide
councils on how they should recover the costs of providing domestic waste management
services. IPART's proposed pricing principles are in section 3.3.1 of attachment 1.

To protect ratepayers and assist councils in setting their own DWM charges, IPART proposes to
publish a benchmark waste peg annually. The benchmark waste peg would be non-binding on
councils. It is intended to give guidance to ratepayers and councils on how much the reasonable
cost of providing DWM services should change year-to-year.
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IPART proposes to request councils whose charges increased more than the benchmark waste peg
to explain why. IPART have noted that there may be good reasons why a council may need to
increase charges more than the benchmark peg, such as a setup in costs resulting from the
competitive tendering of their waste services.

IPART proposes to publish an annual report that highlights councils whose DWM charges have
increased by more than the benchmark waste peg and include the councils’ explanations for the
increases. This is intended to provide greater transparency to ratepayers, councils and IPART. This
will enable IPART to assess if DWM charges should be regulated through a binding DWM waste peg
or setting individual DWM charges in future.

IPART also proposes to recommend to the OLG that they provide guidance to councils through
pricing principles in their Council Rating and Revenue Raising Manual, on how to set DWM charges
to ensure they reflect the costs of providing the service and best value for ratepayers. IPART have
also proposed pricing principles for inclusion in OLG’s Manual.

IPART consider that their draft decisions are a proportionate response to the issues identified to
date. IPART have noted that domestic waste charges have increased by more than double inflation,
and there is a wide range of variable charges across councils.

IPART has identified a range of factors that may be contributing to variability in charges. As noted
by IPART, a large percentage of Sydney metropolitan councils’ contract out most of their DWM
services to external providers, while many regional and rural councils provide a mix of external or in-
house services. The number and type of DWM services provided across councils varies widely —
some councils provide regular kerbside collections for general waste, recycling, and organics, while
in other areas residents deliver their waste directly to a waste facility. There are multiple external
factors likely to be putting upward pressure on DWM charges, such as the change in the market for
recyclables, increases in the waste levy (not applicable in our region), and shortages in landfill
availability.

As also noted by IPART, most councils were not in favour of any regulation of DWM charges.
Nevertheless, many councils indicated support for clear and unambiguous pricing principles.
However, some councils are concerned that benchmarking DWM charges will not work, due to
differing size and location of councils, and the differing levels of service provided between Councils.

IPART is now seeking written submissions on the Draft Report and encourages all parties to
comment on the draft decisions by 29 April 2022. IPART will hold a public hearing in June 2022 after
it has considered public submissions.

Councils were asked specifically to respond to the following Questions.

1. Do you think our proposed annual ‘benchmark’ waste peg will assist councils in setting their
DWM charges?

2. Do you think the pricing principles will assist councils to set DWM charges to achieve best
value for ratepayers?

3. Would it be helpful to councils if further detailed examples were developed to include in the
office of Local Government's Council Rating and Revenue Raising Manual to assist in
implementing the pricing principles?

Responses are included in Edward River Council's draft submission to the draft report (see
attachment 2).
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STRATEGIC IMPLICATIONS

Changes to Edward River's DWM charges are undertaken in close consultation with our community,
and the service provided reflects our current practice expectations of our community. Council is also
implementing a waste management strategy, including participating in tendering for kerbside
collection and implementation of recycling and FOGO collection bins.

If revised guidelines are implemented by the Office of Local Government regarding the specific items
able to be included within a DWM charge, this may impact future costs of the service and frustrate
Council's implementation of its waste management strategy.

COMMUNITY STRATEGIC PLAN

1. A great place to live

1.1 Our community has access to essential services

3. A valued and enhanced natural environment

3.1 We are committed to resource recovery and waste management

FINANCIAL IMPLICATIONS
Not applicable
LEGISLATIVE IMPLICATIONS

As per the Local Government Act, a DWM charge is levied against each residential property for the
provision of domestic waste management services. Edward River Council's DWM charge includes
the provision for the following services:

o refuse collection and disposal (240 litre collected weekly);
e recycling processing (transfer stations and landfill);

e organics processing (transfer stations and landfill);

o free waste weekends (3 per year);

e subsidised pensioner rebates; and

e internal corporate overheads.

With the proposed changes to the DWM charge for NSW Councils, Edward River Council will likely
be the most disadvantaged, as our costs are likely to be higher due to our remoteness. Council has
planned to undertake significant strategic work in accordance with its waste management strategy
over the next year including Domestic Waste Charges and Tip Fees - this report could make that
more difficult for us to recoup appropriate costs associated with the work undertaken.

ATTACHMENTS
1. IPART Draft Report - Review of Domestic Waste Management Charges
2. Edward River Council's draft submission to IPART Draft Report
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IPART .

Review of Domestic Waste
Management Charges

Draft Report

December 2021

/ Local Government»
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Tribunal Members

The Tnbunal members for this review are
Carmel Donnelly, Chair
Deborah Cope
Sandra Gamble

Enquiries regarding this document should be directed to a staff member

Sheridan Rapmund (02) 9280 8430
Gerard ODea (029290 8495

Invitation for submissions

IPART invites comment an this document and encourages all interested
parties to provide submissions addressing the matters discussed

Submissions are due by Friday, 25 March 2022

We prefer to receive them electronically via our online submission form

You can also send comments by mail to

Review of Domestic Waste Management Charges
Independent Pricing and Regulatory Tribunal

PO Box K35

Haymarket Post Shop, Sydney NSW 1240

If you require assistance to make a submission (for example, If you woauld
like to make a verbal submission) please contact one of the staff

members listed above

Late submissions may not be accepted at the discration of the Tribunal
Our normal practice is to make submissions pubticly available on our
website as soon as possible after the closing date for submissions, If you
wish to view copies of submissions but do not have access to the website,
you can make alterative arrangements by telephoning one of the staff

members Listed above

We may decide not to publish a submission, for example. if we consider it
contains offensive or potentially defamatory information, We generally do
not publish sensitive mformation. If your submission contains information
that you do not wish to be publicly disclosed, please let us know when
you make the submission. However, it could be disclosed under the
Govermnment Information (Public Access) Act 2009 INSW) or the
Independent Fricing and Reguiatory Trbunal Act 1992 (NSW), or where

otherwise required by law

I you wauld tike further information on making a submission, IPART s

submission policy is available on our website

The Independent Pricing and Regulatory Tribunal (IPART)

Further informabion an IPART can be obtained from IPART s website

Acknowledgment of Country

IPART acknowledges the Tradibonal Custodians of the lands where we
work and live, We pay respect to Elders, past. present and emerging

We recognmise the unique culturat and spintual relabionship and celebrate

the contnbutions of First Nations peoples

Raview of Domestic Waste Managemenl Charges

Page |k
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Executive summary

1 Executive summary

The Independent Pricing and Regulatory Tribunal of NSW {IPART) is reviewing domestic waste
management (DWM} charges levied by NSW local councils

Domestic waste management is a key responsibility for councils, with social. public health
environmental and economic significance. NSW councils provide a range of DWM services to
their residents. such as kerbside collection, drop-off facilities and periodic clean-up services To
recover the cost of these services, councils levy DWM charges (separate to general rates) on
their residential ratepayers * DWM charges are the price paid for household waste services on a
‘user-pays’ basis®, while general rates are a tax based on land value. Total DWM charges revenue
in NSW is $1.29 ballion (2018-19) each year ' This 15 28% of councils' total annual revenue.s

The NSW Govemnment recently released its Waste and Sustainable Materials Strategy 2041
(Waste Strategy)’ The Waste Strategy outlines actions to ensure that we have the services and
infrastructure In place Lo deal with waste safely. achieve waste recovery and recycling targets,
and support a circular economy.

What is IPART's role?
In 2010 the Minister for Local Government delegated to IPART the function of approving
special rate vanations and minimum rates. and the function of varying annual domestic waste
management charges,

11 A'benchmark’ waste peg and pricing principles

©n 13 December 2021, IPART decided not to set a limit on annual DWM charges made by local
councils for 2022-23 This decision s in line with our decisions on these charges to date and is
not a part of the current review *

* Councils are required 1o sel DWM charges that do nol exceed the reasonable cost of providng DVWM services and
revenue collected through DWM charges may only be used for DWM purposes: Local Government Act 1993 s 50443}
Revenue from the DWM charge must be kept separate from genaral rating income. and only used for expanditure
related to DWM services: Local Government Act 1993, s 402(3Ka)

" User-pays charges are reflective of the cost of providing the service Lo that customer

" General rates revenue i $3 373 bilbon sach year (IPART calculations based on 2018-19 data fram Office of Local
Government, Your Council Report, accessed on 24 November 2021)

Raview of Domestic Waste Management Charges Page |1
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Executive summary

To protect ratepayers and also assist councils in setting their own DWM charges we propose to
publish annually a ‘benchmark’ waste peg. The benchmark waste peg would be non-binding on
councils, It is intended to give guidance to ratepayers and councils on how much the reasonable
cost of providing DWM services should change year-to-year. We propose to request councils
whose charges increased more than the benchmark waste peq to explain why. There may be
qeod reasons why a council may need to increase rore than the benchmark peg, such as a step-
up in costs resulting from the competitive tendenng of their waste services,

We propose to publish an annual repoert that highlights councils whose DWM charges have
increased by more than the benchmark waste peg and include the councils' explanations for the
increases This will provide greater transparency to ratepayers, councils and IPART. Ratepayers
will gain greater awareness of increases in DWM charges and we will gain a better understanding
of the drivers of the price changes This will enable us to assess if DWM charges should be
regulated through a binding DWM waste peg or setting individual DWM charges in future.”

We also propose to recommend to the NSW Office of Local Government (CLG) thal they provide
quidance to councils through pricing principles In their Council Rating and Revenue Raising
Manual® on how o set DWM charges to ensure they reflect the costs of providing the service
and best value for ratepayers. We propose pricing principles for inclusion in OLG's Manual.

We consider our draft decisions are a proportionate response Lo the issues we have entified o
date. While we have evidence that domestic waste charges have increased by more than double
nflation and general rates, and there is a wide range of charges across councils. we don't have
sufficient evidence lo explain why the costs of providing services have varied. We have dentified
a wide range of factors that may be contributing to variability in charges. including the possibility
that DWM charges may either be under or over recovering the cost of providing domestic waste
Services.

Most Sydney metropolitan councils contract out most of their DWM services to external
providers. while many regional and rural councils provide most DWM services in-house " The
number and type of DWM services provided across councils vanes widely - some councils
provide regular kerbside collection of general waste, recycling and organics, whiie in other areas
residents deliver their waste directly to a waste facility

There are multiple external factors likely to be putting upward pressure on DWM costs, such as
the change in the market for recyclables, increases in the waste levy and shortages in landfills,
And these all impact costs

Y Throughout this report we talk about setting indivedual councils’ DWM charges or setting a waste peg as sharthand for
our delegated functions which require us Lo specfy 'the percentage’ by which a council can increase the amounts of
anvwaal charges for DWM sarvices. We can set a positive or negative percentage. or nil percentage. $o m effect we can
sat the resulting charge

Raview of Domestic Waste Management Chacges Page | 2
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Executive summary

1.2 The review so far

Since being given the delegation in 2010, IPART has decided not to set a imit on the annual
DWM charges made by councils ' We had been satisfied that DWM charges were likely to be
reasonable, and that the cost of additional regulation would Ukely outweigh the benefit as

» Councils are required to set charges that do not exceed the reasonable cost of providing
DWM services®

« DWM costs have been independently audited as required by OLG each year
« Many councils sutsource DWM services through a competitive tender process

In 2019 COLG informed IPART that it had ceased conducting audits of the reasonable cost basis of
DWM charges in 2016-17. We decided it was necessary to investigate the level of DWM charges
across NSW to help inform our future decisions on DWM charges, We asked councils to report on
their DWM expenses and services for the 201718 and 2018-19 financial years as part of cur
2019-20 Local Government Cost Index (LGCI) survey to inform this process

Wea found:

1 Relatively large increases (n DWM charges in recent years
2. DWM charges vary significantly across councils and between similar councils:

Based on those pretiminary findings, we released a Discussion Paper? in August 2020 to seek
feedback on whether stakeholders considered that there are issues with the prices charged for
domestic waste services and whether any regulatory or other action is required We also sought
feedback on potential options if regulatory action is required, noting that we would favour a less
prescriptive approach. We outlined our proposed regulatory approach may include developing,
in consultation with stakeholders a reporting. monitoring and benchmarking regime. This would
involve developing a publicly available comparison tool, comparing DWM charges for equivalent
services across comparable councils, and pricing principles.

Inresponse o our Discussion Paper. Councils told us the major contributors to increases in DWM
charges were external cost drivers outside their control They also had major concerns about

« the lack of investment In waste recycling and disposal infrastructure

o the Waste Levy” increasing. but not resulting in additional funding to councils for recycling

* market concentration in the waste services Industry

Most councils were not in favour of any regulation of DWM charges, Nevertheless. many councils
indicated support for clear and unambiguous pricing principles. However. some councils were

concerned that benchmarking DWM charges would not work, because it would be 'comparing
apples to oranges’

¥ Wae note that the response rate for the LGCI survey gquestions on DWM charges was relatively low. We received a
rasponse from 87 le. 525 of courxils Of councils that responded, 42% were metropolitan’. 30% region’ and 28%
were ‘rural’

Raview of Domestic Waste Management Charges Page |3
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Executive summary

In contrast, most ratepayers’ submissions indicated their support for detailed regulation of DWM
charges and the introduction of publicly available benchmark comparisons. They also raised
spacific concerns about:

« high landfill charges leading to significant illegal dumping

* aninequitable practice in one council of providing limited tip vouchers on a first-in first-
served basis

o councils imposing DWM charges on residents of multi-unit developments (MUDs) that require
waste collection by private contractors due lo physical limitations in accessing bins,

Submissions from industry - waste contractors and related industry associations - generally were
not in favour of IPART intervening because they consider the market Is competitive, and charges
are cosl reflective

13 We propose to publish a ‘'benchmark’ waste peg that reflects
the changes in the costs of providing DWM services

Councils are required to ensure that their DWM charges are calculated so as not to exceed the
reasonable cost to the council of providing DWM services.

To assist councils in setting their annual DWM charges and to protect ratepayers from unjustified
price increases we propose to publish a benchmark waste peg that reflects the average annual
change in costs of providing DWM services. Councits can use this information to compare how
their costs have varied compared to the benchmark and where their costs are Increasing at a
faster rate. investigate what's driving these increases and why. We would request councils
explain to us and their ratepayers why their charges for DWM services are increasing at a faster
rate than the average

The benchmark waste peg would not prohibit councils increasing charges above the peg But it
spotlghts these increases and would encourage councils to explain to their ratepayers the
reason for the increases Councils can recover the costs of providing waste services and are also
accountable to their ratepayers We would review the councils' Information about cost drivers
and where councils cannol justify the increase in their charges, we may consider regulaling the
individual council's charges or implementing a binding waste peg,

1.4 We propose to recommend that OLG publish pricing principles

We also propose recommending that OLG publish pricing principles to gulde councils on how
they should recover the costs of providing DWM services. Our proposed principles are:

1. DWM revenue should equal the efficient incremental cost of providing the DWM services.

2 Councils should publish details of all the DWM services they provide, the size of the bin. the
frequency of the collection and the Individual charges for each service

Raview of Domestic Waste Managemenlt Chacges Page | 4
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Executive summary

w

Within a council area, customers that are

a Imposing similar costs for a particular service should pay the same DWM charge
b paying the same DWM charge for a particular service should get the same level of

service

st

ould be recovered over the life of the

4 Any capital costs of providing DWM servic

minimise price volatility

® Have your say

Attend the pub

1.5 List of draft decisions

Draft Decisions

IC waste management ©
e peq al the

banchmark wa

ime Ume we pub

setting charges from 1 July 16
2 Lo publish annually a report on the extent 1o which councils annual
ma rges increase more than the benchmark waste
:f‘l
3 IPART proposes recommending that the Office of Local Government publish pricing
inci iid uncias on how they should ver the costs of p L
gement sevices, Our pre 1 prcing panciples are in
16
Raview Domenst Xaste Mana onl Charge P
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Executive summary

1.6 List of issues for stakeholder comment

Seek Comment
-—

1 Do you think our proposed annual ‘benchmark’ waste peg will assist councils in
setting thelr D\UM charges? 18

2 Do you think the pricing principles will assist councils to set DWM charges to
achieve besl value for ratepayers? 23

3 Would it be helpful to councils if further detailed examples were developed to
include in the Office of Local Governmant's Council Rating and Revenue Raising
Manual to assist in implementing the pricing principles? 23

17  Structure of this report

The following chapters provide more information on this review. our approach and our draft

decisions

Chapter
02

03

Sets out what we found in relation to increases and variability in councils’ DWM
charges, and the context for our review

Explains our approach and our proposed decisions Lo provide guidance and create
greater transparency through publishing a ‘benchmark’ waste peg, reporting and
pricing principles
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2.2 External cost drivers cause price increases

Stakeholders identified several factors they belisved were putling upward pressure on DWM
costs that were largely outside councils' control. These are set out below

o 1 China's National Sword policy ™
Chma significantly reduced the level of contanmnation In recyclable material that it will accept in recyclad
waste exports for processing in China. Councils consider this has reduced the demand for and the
revenue from recyclable materials and imcreased landfili costs

02 Federal Government's export ban on waste and recyclables*
The Federal Govermment has legistated to prohibit the export of waste and recyclable materials from
2022 Councils consider thes has reduced the value in recycling and increased landfill costs

O Lack of new investment in waste Infrastructure

3 NSW lacks investrment in wasto and recycling infrastructire. According to stakeholders. regulatory
uncertainty faced by the private sector « such as that arcund mixed waste organics cutput IMWCO) -is
contrbuting to this lack of investment

o 4 Increases in the Waste Lovy"™
Increases in the Waste Levy are driving up councits’ DWM charges Around 33% of the levy is being used
to fund recycling or reduce waste ™ Stakeholders consider this has contributed to an ncrease in fllegal
dumping, particiiasty of hazardous matenals such as asbestos ™ This resutts in sgnificant clean-up costs
for councils

O 5 Market concentration
A smadl rammber of large players dominate cach sector of the domestic waste market - about 70%, of
waste collection services, 89% of matenals recovery facilities services and 98% of andfill services n
Sydney are provided by tho 3 largest private sorvice providers.™

O 6 The Container Deposit Sch (cos)"
According to councils, the CDS removes a srge amount of the high value recyciables from yeliow bins
fowering offsetting revenue to councils from recyclables and increasing net costs,

We note in Table 2.1 that most of these factors did net have an impact until after December
2017,

U The NSW EPA revoked mixed waste organics oulpul IMWOO! approvals dus to contamination of recyclables. which is
increasing landfill charges and decreasing recovery rates. See NSW EPA. Future use of mixed waste arganic outputs.
accessad on 22 November 2021

"' The NSW CDS 'Return and Eam' s a Utter reduction scheme Under CDS people can eam a 10-cent refund when they
return an eligible drink container. See NSW EPA, Return and Earn accessed 23 November 2021

' Councils woudd have set charges far the 2018-19 fimancial year in March 2018. The DWM charges dala is only up 1o
the 2018-19 financial year
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Table 2.1 Impact of external cost drivers on DWM charges

External cost driver Starting date

Increases in Waste Levy Has been continuous

Market concentration Has been continuous
Container dopost scheme Commenced December 2017
China Swoed Commenced January 2018
Lack of nvestiment/regulatory risk leg. MWOQ) Occurred October 2018
Fedoral wasto export ban Ceenmonced July 2021

2.3 Variability in prices

We have found a wide range of charges across councils for their domestic waste services In
2018-19 the average’ DWM charge was $439 ($2018-19)% and the median DWM charge was
$389 ($2018-19). However. DWM charges ranged as high as $728 ($2018-19).v

The large variability in prices among councils could be partially explamed by

« aconomies of scale, that is, the size of the council
« differing service levels and/or scope of services

« potentially different timing of negotiating long term contracts, where those negotiated more
recently could be impacted by external drivers of increasing costs that older contracts may
not yet fully reflect

« different cost allocation practices
+ locational cost differences
o differing number of properties serviced per kilometre

» whether some councils are inside or outside the Waste Levy zone

231 DWM charges vary across council groupings

Table 2 below 1s a summary of the 2018-12 DWM charges for all 128 councils disaggregated to
their 11 OLG peer grouplngs based on size and population density

The large variations within peer council groupings of a similar size is significant and indicates that
the variation in costs may not be explained by scale alone. Some of the difference may reflect
different services such as how frequently waste is collected

I We calculated a weighled average DWM charge by adding the DWM revenue from each of the 108 unmerged
councits and dividing it by the number of resdential properties in those 108 councils that recenve a DWM service

¥ The standard devialion was $106 (2018-19) (PART calculations based on Office of Local Govemmenl. Your Counca
Report, accessed on 24 November 2021
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Table 2 Variation of DWM charges by OLG grouping (2018-19)

Average
DWM Maximum Minimum  Variation
Red Bin No. of (s:h-rgo Charge Charge Charges

OLG Grouping Services* Councils $ $ (%)

Sydney {1 113,504 1 464 NA NA NA
Small Metro (2 16220 6 536 728 419 74%
Large Matro {3) 1135393 18 404 667 381 75%
Small Regional (41 391.966 26 367 569 245 132%
Large Regional (5) 521600 1 424 663 339 6%
Small Motro Fringe (6) 40814 2 517 523 508 %
Large Metro Fringe (77 414433 7 464 520 383 36%
Small Rural (81 637 1 406 NA NA NA
Medium Rural (& 16567 14 325 617 220 180%
Large Rural {10) 75853 23 365 495 207 139%
Very Large Rural {11 95016 19 365 522 207 152%

A Rod ben sonaces aro the number of households that are serviced weekly by the councl. In some areas with mulzi-unt gevelopments that
the counchs senice, councils may use ‘dumpstoes”. 1 ths case councis detormng a red bin equivalent

Nole We exciuded he Llowest reported DWM charges 1 1he Smutl Rogonal () and Large Regional (5 groupmgs, as these charges
osppeared (o ba scraneous Diberwies the vanation in charges would have been greaterin thess two OLG council groupings
Source IPART calculations based on @ata from CLG Your Council” dats cubs and 2018-19 CPIE WARR data

232 DWM charges vary across regional affiliations

Most NSW councils (126 of the 128) are members of a Regional Organisation of Councils (ROC} or
Joint Organisation (JO) by their affiliation. Councils in ROCs and JOs often undertake joint
tendering for the provision of DWM services and this can result in similar service costs for
councils in the same ROC or JO

Below is a summary of the 2018~12 DWM charges for councils disaggregated to their 14 ROC /
JO peer groupings.

Average DWM charges also vary by ROC. Some of this vanation may be explained by differences
in services (such as how frequently bins are emptied. and the level of recycling provided) There
may be other council specific factors within ROCs or JOs causing cost variations. However, there is
an absence of comparable data on cost drivers. such as bin lifts per kilometre, to enable this to be
assessed We undertook further analysis of one of the ROCs Lo see if the variation in service levels
could explain the variation in DWM charges, However the available information does not permit
conclusive findings on the causes of the cost variations (see Appendix Al
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Table 2.3 Variation of DWM charges by Regional affiliation (2018-19)

Average Maximum Minimum

ROC/JO Red Bin No.of DWM Charge Charge Charge Variation
Name Services® Councils $ S $  Charges (%)
WSROC 571781 g 453 523 386 A%
SSROC 664,025 | 521 667 422 58%
REROC 45573 8 333 397 207 1%
RAM O

Riverina 18,870 [ 306 387 248 56%
RAMO

Murray 47.076 8 272 329 207 5%
NSROC 220616 8 468 570 3a1 50%
NIRW 67353 12 358 485 269 81%
NEWF 116,489 7 357 443 12 42%
MidWaste 131026 6 403 663 3re2 8%
MACROC 106,103 3 414 509 383 33%
1SJO 191015 5 a27 560 364 57%
Hurnter 400300 10 453 520 330 54%
CRID 87,654 8 206 410 237 73%
Net\Wasta 119245 25 374 817 218 183%

8 Red bin sandces are the nurnbes of households that ace serviced weakly by 19 Council 1 some areas with mulsi-unit developrmeants that
he councils sandca councils may wse "dumpiees”. N thes case councis detarmng a red bin aquivalent

Nole: We exciuded two councls with low charges one in Midwaste and one in Netwaste a¢ the charges appesred estoneous. This has had
the elfect of reducing the vartahion n these two AOCA )0 groupngs

Sounrce IPART calcudations based on dala from CLG “Your Council” data cubbe and 2018-19 DPIE WARR dala

233 Cost allocations cause price variability

In their submissions to our Discussion Paper and consultations', councils noted the lack of clarity
as lo what costs could be attrbuted to DPWM charges. Some councils indicated they were unclear
whether specific items such as pensioner concessions, street sweeping, public space bins and
illegal dumping costs should be attributed to DWM charges or general rates. It was apparent
from our consultations that the approach taken by councils vaned significantly, with some
attributing these costs to DWM charges and others to general rates, potentially resulting in cross-
subsidisation between DWM charges and rates The way councils allocate corporate overheads
to DWM charges can also lead to variations in prices

' IPART convened a working group with 15 representabives from councets and representatives from OLG 1o further work
through the issues and develop our proposals
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234 Pensioner concessions cause variability

Currently many councils increase their DWM charges to account for the pensioner concessions
they are required to provide. Where councils do so. this would cause significant variations in
DWM charges among councils

Data from OLG indicates that the percentage of pensioners in the different LGAs varies from 3% in
Woollahra up to 38% in Kyogle." This means that charges are higher in areas with a higher
percentage of pensioners to fund the cost of providing pensioner concessions. ™

How pensioner concessions should be funded is outside the scope of this review. Councils that
provide water and sewerage services also fund concessions for these services.

A separale targeted review would be best placed o consider issues around the equity and
efficiency of funding pensioner concessions

24 Whatyou told us

In August 2020, we published our Discussion Paper and sought submissions from you We have
taken these submissions into account in formulating our draft decisions in this report.

What councils told us

We recelved 64 submissions from councils, ROCs. JOs, professional organisations and Local
Government NSW, which are available on our websile here.,

Approximately two-thirds of councils opposed IPART regulating charges in any form. Of those
opposed, a small number suggested councils should be allowed to engage their own external
auditors or OLG should return to conducting low level audits of DWM charges.

Approximately one-third of councils suppeorted benchmarking indicators and offered suggestions
on what indicators should be included Councils opposed to benchmarking argued that there
were too many variables in levels of service, environmental outcomes. population density and
transport costs for benchmarking to work. Some councils commented ratepayers can easily
benchmark councils now because much of the Information is available on individual council
websites However, a small number of councils also commented that the community would not
understand the benchmarks and it would generate complaints to council

Nearly all councils identified the external cost drivers (see section 2.2 of this chapter) as leading
to recent significant increases in DWM charges. Councils' submissions were most concerned
about the lack of investment in waste and landfill facilities, They were aiso concerned about
further market concentration now that 2 of the largest waste management companies had then
recently announced an intention to merger.*°

Most councils commented that the Waste Levy should fund waste and recycling infrastructure
and ensure sufficient landfill capacity exists for waste that cannot be recycled
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However, most of these issues are outside the scope of this review. The NSW Government's
recently released Waste Strategy seeks to address many of councils concerns through its key
reforms, targets, actions and financial support. We discuss the Waste Strateqgy further in section
251

Councils also provided comment on our prepesed pricing principles We have sought to capture
and address those comments in section 331 of chapter 3 below,

What ratepayers told us

We received 33 submissions from individuals and one submission from a neighbourhood group
which are avallable on our website here.

Most submissions argued for detailed regulation of councils’' DWM charges and supported
introducing a publicly available benchmark compatison Two submissions said DWM charges are
fair and IPART should not be involved in regulating DWM charges

Five submissions related to a complaint concerning access to a service in a particular LGA, These
ratepayers said their council had reduced access to local tips. Residents used to receive 3 annual
tip vouchers per residential property. Now the council offers a total of 5.000 tip vouchers per
year on a first-in-first-served basis across the 19,000 propetties in the area. This rasultsin all
DWM customers funding the 5,000 tip vouchers through their DWM charges. but less than 25%
of customers can get a tip voucher. Our propased pricing principles would mean that if
customers are paying the same DWM charge then they should all receive the same number of tip
vouchers (see section 3.31 of chapter 3).

Another five submissions retated to high density multi-unit developments (MUDs) in metropolitan
LGAs, These submissions complained that councils’ garbage trucks cannot get into their
basements to collect the waste and recyclables. so residents must arrange collection by a private
contractor but are still charged a DWM charge by councils. Application of cur recommended
pricing principles should result in councils' charges for MUDs being lower than the full DWM
charge

Submissions also raised issues that are outside of the scope of this review. For example. a small
number of ratepayers wanted to be able to opt out of DWM services and not pay for them, Some
also suggested they should only pay by weight. Seme individuals and Sydney Water also raised
the issue of illegal dumping. There was concern that high landfill charges have led to significant
illegal dumping. with associated environmental and clean-up costs

What industry told us

We received 7 submissions from contractors and their industry association, which are available
on our website here.

Industry contractors generally were not in favour of IPART regulating DWM charges because they
consicler the market is competitive, and charges are cost reflective. A number of submissions
attnbuted many of the cost increases to nsk around EPA decisions.”

Generally, contractors did not favour benchmarking and publication of councils' DWM charges.
However, one contractor who services MUDs supported benchmarking because It would
highlight the cost difference between private contractors and councll in servicing MUDs, >
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We also received a submission from a consulting firm which argued that the increase in DWM
charges has largely been driven by the increase in the Waste Levy and the fall in the value for
recycled material They also commented that benchmarking is a good way for councils to
compare costs and performance, to drive savings initiatives. »

25 Changes in the waste management sector

There are currently many challenges being faced in the waste management sector that impact
on councils' DWM cosls and services, such as the disrupbon that China’s National Sword policy
and the Federal Government Waste Export Ban are having on the recycling market The NSW
Government recently released its Waste Strategy to address these challenges

251 NSW Government's Waste Strategy

The Waste Strategy outlines the actions the Government will take over the next six years, as a
first phase, to dellver long-term objectives such as

« Transitioning to a circular economy, minimising waste and using and reusing resources
efficiently

* Putling the services and infrastructure in place to deal with waste salely for the benefit of
future generations. *

The key reforms of the Strategy include:

« phasing out problematic single-use plastic items
o financial incentives for manufacturers and producers to design out probiematic plastics
« having government agencies prefer recycled content

« mandating the separation of food and garden organics for households and selected
businesses (FOGO)

* incentivising blogas generation from waste materials
The Strategy targets are!

« reduce total waste generated by 10% per person by 2030

* have an BO% average recovery rate from all waste streams by 2030

» significantly increase the use of recycled content by governments and industry
« phase oul problematic and unnecessary plastics by 2025

» halve the amount of organic waste sent to landfill by 2030

o reduce litter by 60% by 2030 and plastics Utter by 30% by 2025

» triple the plastics recycling rate by 2030
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Some of the key actions under the Strategy involve:

» Strategically planning for critical waste infrastructure, working closely with local councils and
industry, with a focus on co-locating businesses in precincts that support circular economy
and clean technology activities

* Helping tocal councils to jointly procure waste services at scale to underpin investment in
new Infrastructure

* Reviewing and updating planning instruments to make it easier lo develop waste and circular
aconomy Infrastructure

The NSW Govermnment announced $356 million in funding to help deliver the Strategy .~

26 The way forward

It is clear from the evidence we have gathered to date that there have been significant increases
in average DWM charges across NSW, coupled with wide variations in DWM charges among
simitar councils. But it is not clear to what extent the cost drivers we have identified are
contribuling to these increases and variability. There Is a lack of comparable data o assess this

In developing our draft proposals, the benefit of our requlatory approach needs to outweigh the
costs We have an obligation to protect ratepayers. but our approach needs to be proportionate
and effective

We have considered the responses of stakeholders to our Discussion Paper and the broader
issues they raise. We have also considered our ability, and councils', to address these issues for
the benefit of ratepayers. Our delegated powers cannot respond to many of the issues raised. We
can only set an annual imit on the extent to which councils’ DWM charges may be vaned

Having taken all these matters into account we propose to provide guidance to councils through
a ‘benchmark’ waste peg and recommend that OLG provide further guidance through pricing
principles We also propose to collect more infarmation from councils to provide transparency to
ratepayers and help guide the future decisions of IPART The details of our approach are in
Chapter 3
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3 Abenchmark waste peg and pricing principles

To protect ratepayers and to assist councils in setting DWM charges we propose to

1. Release an annual 'benchmark’ waste peg

2 Publish an annual report that highlights councits whose DWM charges have increased by
more than the benchmark waste peg and Include the councils' explanations for the increases

3. Recommend OLG provide guidance to councils through pricing principles in their Council
Rating and Revenue Raising Manual™ on how Lo sel charges lo reflect reasonable costs

Cur approach is intended to

« Raise awareness and provide more information in the public domain on DWM charges
« Inform and protect ratepayers, as they will have greater awareness of their DWM charges

» Help provide better information and transparency on DWM costs and the drivers of price
changes to ratepayers, We would review the councils' information about cost dnvers and
where councils cannot justify the increase in thelr charges, we may consider requlating the
indlvidual council’'s charges or implementing a binding waste peg

Draft Decisions

’L'_"l ."‘.:‘ 1. |IPART proposes to publish annually a 'benchmark’ waste peg to assist councils in
setting their domestic waste management charges We would publish the
benchmark waste peq at the same time we publish the rate peg to assist councils

setting charges from 1 July each year.

' ‘P ! 2 IPART proposes 1o publish annually a report on the extent 1o which counaits' annual
domestic waste management charges increase more than the benchmark waste

peg each year

T 3 IPART proposes recommending that the Office of Local Government publish pricing
principles to guide councits on how they should recover the costs of providing
domestic waste management senices. Our proposed pricing prnciples are in
section 331
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31 Publish an annual benchmark waste peg

We propose to release annually a benchmark waste peqg that gives guidance on how much the
reasonable costs of providing DWM services have changed over the previous year The proposed
benchmark waste peg for 2022-23 is 11%.

We propose to calculate the waste peg using a simitar methodology to the one we use o
calculate the change in the Local Government Cost Index (LGCl - a key component of the rate
peq.” The difference being thal the rate peg applies to revenue, while the waste peg would apply
to DWM charges

The proposed Waste Cost Index (WCI) will be a price index for domestic waste services provided
by NSW councils. It will measure average price changes over the pasl year for goods. services
materials and labour used by a council to provide DWM services. It would be similar. in principle,
to the Consumer Price Index (CPI), which is used to measure changes in prices for a typical
household. We propose to set the benchmark waste peg equal to the annual change in the \WCI

We propose to calculate the WCI for the 2022-23 benchmark waste peg as follows:

« We will construct the 'basket’ of cost items by using the infermation councils provided to us
on DWM expenditure in 201718 and 2018-19 as part of our 2019 LGC survey. The ‘basket’
has 26 cost items, such as contracts. waste levy and employee benefits and on-costs. The
cost items reprasent Lhe costs or purchases made by an average council to undertake its
typical waste-related activities (See Appendix B)

o \We will use the 2019 LGCI survey Information to decide how much each cost item in the
‘baskel’ contributes to the total value of the ‘basket' (ie each item's expenditure weight). We
will combine the items using these expenditure weights

« To measure changes in these cost items, we will use ABS price indexes for wages costs,
producer and consumer prices The ABS uses quallty adjustments in its price measures Lo
take inlo account improvements In labour and capital productivity. We will use the same
indices that we use to calculate the LGCL

Many councils use contractors to provide DWM services, so a large proportion of expenditure
faround 52%) is captured under the ‘contracts’ cost item. A further 17% is the Waste Levy and 13%
is unspecified ‘other’ expenditure. The ABS does not have indices specific to waste management
services, so for ‘contracts' we propose to use the index that we apply o 'other business services’
in the LGCI* For the Waste Levy and ‘other' expenditure we propose to use CPI

We aim Lo refine our benchmark waste peg for 2023-24 by abtaning more detailed information
on the costs of providing waste services by surveying councils. This (more detailed information)
would allow us to apply the available ABS Indices at a more disaggregated level,

The proposed benchmark waste peg for 2022-23 (s 11%. which represents the change in the \WCI
over the year to June 2021 (Appendix B),
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Seek Comment
'f” 1. Do you think our proposed annual ‘benchmark’ waste peg will assist councils in
setting thelr DWM charges?

32 Report on councils’ performance against the benchmark waste
Peg

We propose to request councils whose charges increased more than the benchmark wasle peg
to report to us on

* How much their average DWM charges have varied compared Lo the benchmark waste peg,

« \Why charges have increased more than the benchmark waste peg.

The weight to be applied to each charge is the number of services provided on that charge as at
30 June, Appendix C provides a simple example of how to calculate the change in the weighted
average price

We propose to publish this information on our website for the benefit of ratepayers.

3.3 Provide pricing principles guidance on how to set DWM charges

To assist councils setting cost-reflective charges and Lo protect ratepayers from unjustifiably high
DWM charges we propose to recommend that OLG provide guidance Lo councils on how to sel
DWM charges in their Councd Raling and Revenue Raising Manual through clear pricing principles
Qur proposed principles identify the categories of costs that can be included in DWM charges

We further developed the following draflt pricing principles after considering submissions and
consulting further with representatives from melro, regional and rural councils and OLG, We seek
feedback from stakeholders whether it would also be helpful to develop further detailed
examples for OLG to include in the Manual to support councils’ ability to imptement the
principles,

Our intention is that the pricing principles provide guidance to councils on best praclice cost-
reflective pricing, Where councils find that implementing them leads lo a reduction in DWM
revenue as functions and/or allocated costs are shifted to general rates, then councils can apply
for a special rate variation to address any revenue shortfall
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o5

331 |PART's proposed pricing principles

o

»d four pricing principles are as follows

Cur propo
/N

DWM revenue should equal the efficient incremental cost of providing the DWM

{'~| ] service

hey provide, the size of the

~No ' :
02 bin, the frequency of the collection and the individual charges for each service

Within a council area, customers that are

ts for a particular service should pay the same DWM

IMposing simalar co

charge

paying the same DWM charge for a particular service should get the same

dees should be recovered over the life of

Any capital costs of providing DWM «

O‘J the assel lo minimise price volatility

s and how we have responded 1o stakeholder feedback t

We explain our pricing principle

DWM services should reflect efficient incremental costs

ge the additional cost of providing
it

ncurred by the council if the

ng principle is thal councils only char

Cur first proposed pric

s general or base functions

the domestic ste over and above the cost of providing

le.g. roads, libraries. planning) This is the costs that would no
counci no longer undertook its DWM function. This proposed pricing pnnciple applies whethear
the council directly provides the waste services or whether it contracts out the functions to an

external party

Using an incremental cost approach would assist councils to understand the costs of providing

the services This is particularly impartant where a council might be considering the most cost

including evaluating options such as

efficient way of providing the set

them in-house

tendering out the services or providin
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Some councils commented in submissions that they did not support the use of incremental cost
pricing. mainly because they were concerned it may reduce their total revenue. Where applying
these principles sees costs being allocated from DWM charges to general rates then councils
can apply for a special variation

Councils also commented during consultations that it was not ciear how an incremental cost
approach would be applied in calcutating DWM charges. We have provided a simplified worked
example of how the incremental cost principle would apply in Appendix D.

The services councils can fund through DWM charges

Councils are required to separate revenue from DWM services from general rates revenue and to
treat DWM revenue as restricted funds » Domestic waste is waste generated on domestic
premises and includes waste that may be recycled (not Including sewage)

DWM charges racover only the costs directly related to the service of removing waste fram
domestic properties

In practice this means councils should only levy charges to cover the cost of providing the
following services, and services associated with these services

Landfill waste (normally a red lidded bin)

Dry recycling (normally a yellow or blue lidded bin)

Green waste and FOGO (normally a green lidded bin)

Bulk collections &/or tip vouchers for bulk collections

A oW

Costs that can reasonably be collected through DWM charges include

« direct costs of providing services or contracts for DWM services. including staff on-costs

» some council overhbeads (discussed below)

o education costs directly related to separating recycling

Education costs directly related to sorting of waste and Inspections of bins should be included to

the extent education helps reduce the levetl of contamination in recyclables (normally yetlow or
blue lidded bins} and lowers landfill costs.

Other functions related to waste which do not involve the periodic collection of domestic waste
from households should be funded through general rates. To the extent that the functions do not
involve the periodic cotlection of domestic waste from premises, the following costs should not
be collected through DWM charges

* street sweeping

o public place rubbish bins

« general litter reduction campaigns not related to collecting domestic waste

* cleaning up itlegal dumping
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A benchmark wasle peg and pncing prncpies

all the C

1 and the Indivic

2 pricing pnnciple would require councils to publish on their website details

ey offer, along with the individual charges for those

For the published details to be comparable, councils should publish these details using the

following common cate

£ Services

o landfill waste (normally red lidded bin)

» recyclable waste inormally yellow or blue lidded bin)
o green waste (normally green lidded bin)

o  FOGO {(normally green lidded bin)

For each service offerad we propose that councils publish detalls o

the

e binsize

. frequency of collection (e.g weekly or forinightly). and

« individual charge for each service offered

Where councils offer kerbside bulky goods collections or tip vouchers, we propose councils

>
publish the
o welght/volume of the service

« frequency (eg 4 times per year), and

separately calculated charge

Providing public and readily acc

ible information on DWM services and charges as

ratepayers to engage moere readily with councils on their desired level of service and costs by

comparing peer councils. This data will also make it easier

or councils to compare thems

and their costs
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A baenchmark wasle peg and NG prncipies

nin a counc

Qur third propc

e

purchass

sed pricing principle is about DWM charges being both cost-reflective and

table

The service level a council provides is a question for councils to decide after consulting with

their ratepayers

Once a council has decided on a level of service. there must be equal access Lo that service

for all ratepayers paying the same amount for that service

This does not preclude regional or rural councits from having different charges for a similar

service ed onthe cost of p ding that service in different locations

ding capital

= ol

These capital costs include

Where councils hay

councils may wish 1o transition DWM charges over a small number of years to pre

garbage trucks

worksho

bins

remedialtion ¢

st of landhlls

s or insufficient DWM re to meet th obligations then

it large

fluctuations In DWM charges
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Seek Comment

2. Do you think the pricing principles will assist councils to set DWM charges to
achieve best value for ratepayers?

3 Would it be helpful to councils if further detailled examples were developed to
include in the Office of Local Government's Council Rating and Revenue Raising
Manual to assist in implementing the pricing principles?
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A Analysis of Southern Sydney ROC DWM charges

Bayude (3
Burweod (2¢
Canada Bay (31

Cantecoury-Barkstown (32
Georges River (1)

nner West (b

Randwck 3

Suthedand {3

Sycirey (1l

Wavariey (3

Wooliatwi 12

Total Revetue

Total Services Red Bn
Services

Count

Averape Charge 2018-16
Meédian Charps 2018-19
STD DEV 2016-19

MAX CHARGE

MIN CRARGE

Vanaton in Ranga of
Charges

a Rod bin sorvices ara the numbar of households that are saniced weokly by the council In soma aeas with multi-unit deyelopmants that the councils semice, councls May use ‘dumpsters” i ths case councis determne a

red bin equevalont.

~

Residual Waste Dry Recycling Garden Organics
Red Bin DwM kg/hh.
2018-1948) 2018-19($) 2018-19($) bin sizeFroquuncy wkBIN Size Frequency wk binsize Frequency Organics
Aot 02743 20245767 2301 Womkly 1276 2480l F/N 308 2400, F/N 23]
29 12458 S7M6631 1201 Weokly 102 2401, /N 308 2400 FsN 333
w2 286422 NIM6695 1200 Weskly 1321 2a0L F/IN 504 2401 F/N agl
550 126833 60799247 1200  Weekly 1225 240U FN 340 240L F/N 451
470 50655 21768977 1200 ‘Weekly 1076 2401 FIN 452 2401 F/N 446
582 F2061 42312538 1200 Weekly 956 1201 Weaekly 388 1200 F/N ELE)
657 58238 3080041 140 Weekly 216 240U /N 3x 401 F/N 313
ars 850N 40931720 120L  Weskly 882 240l N as? S40L F/N [1-4)
dga U3504 52654251 240L ‘Weekly 758 240L Weekly 230 120L F/N 287
S04 20309 VA71737 230l  Weskdy 924 2400 Woekly 355 2400 F/N als
574 24939 14310724  120L  Weekly 847 120U Woekly 260 000
336318680
G54.925
i
521
475
80
667
42
8%

b FOGO is mixed garden waste and kitchen scraps. This processing reduces the amount of kitchen waste that goes to landfill
€ Innes West council s nol providng both FOGO and a separate Garden Orpanics sanice 10 the same properties Pants of the amalpamitad LOA recene 8 FOGO service and olher parts recesve & Garden Organics service
Souwrca IPART calculabons based on data from OLG "Yeur Cauncil’ data cube and 2018-10 DF%E WARR data

binsize Frequency

240L

Wionkly

Weskly

297

[TORPRT RIS

P
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Analysis of Southern Sydney ROC DWM chasges

A11 Different service levels causing variability

We undertook further analysis of one of the ROCs to see if the vanation in service levels could
explain the vanation in DWM charges.

We selected the Southem Sydney Reglonal Organisation of Councils (SSROC) for this analysis 2
SSROC provides 23% of NSW's DWM services.

SSROC has a welghted average® DWM charge of $521 per property with a median charge of
$475. There is a standard dewviation of $80 and a range of $422 to $667 for DWM charges The
range of $245 between the lowest charge and the highest charge represents a range of 58%
based on the lowest charge

All councils In 2018-12 had a weekly red bin service with the typical bin size varying between
120L and 240L There is no corralation between the red bin size and the DWM charge or the
average kg per property of weekly red bin waste and the DWM charge. All the councils provided
a dry recycling (yellow bin) service with 4 of the 11 councils providing a weekly service The seven
councils that provided a fortrightly yellow bin service used 240L bins. Two of the four councils
with a weekly service used 120L yellow bins, There is no discerible correlation between yellow
bin service and the average DWM charges.

Ten of the 11 councils provided a fortnightly garden waste (green bin} service with City of Sydney
and the Inner West providing smaller 120L bins given the percentage of units and terraces.

Wooilahra provides a weekly 240L food and garden organics (FOGO) purple bin service.

The variation in DWM charges between councils in part may reflect differences in service levels
but is likely to also reflect differences in councit specific costs and cost allocations.

*  SS5ROC compnses Bayside Council, Burwead Council. Canterbury-Bankstown Council, City of Canada Bay, City of
Sydney. Gecrges River Council, Inner West Council, Randwick City Council, Sutherland Shre Council, Waverley
Council and Woollahra Municipal Council,

" Weighted by households serviced sach week,
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Change = e WCl for the year ended hune 2021

B Change in the WCI for the year ended June 2021

Weight as at end Price change to Contribution to

Cost components June 2020 end June 2021 index change
% (% annual (percentage
average) points)

Operating cost components
Employee benefits and on-costsd 145 12 017
Plant and equpment leasing 03 11 000
Contracts 501 10 048
Legal and accounting services 01 4 000
Cleaning services 02 14 0.00

Other business services 01 10 (eluln}

Insurance o1 30 o0
Telocommunications (e} -24 Q00
Printing, publishing and sdwértisng H 23 000
Molar vehicle parts 01 12 Q.00
Motor vahicle maintenance 05 14 001
Automotive fuel 05 24 001
Electricity o1 -38 000
Gas 0.0 -68 Q.00
Water and sewerage 00 -65 Q00
Buildling matenals - roads and brdges 02 11 000
Building rmateriss - other 08 00 000
Office suppbes 01 0 Q00
Waste lavy 153 15 023
Other expenses? 124 L5 019
Capital cost components

Bullclings ~ nan-dwelling 03 00 000
Construction works - roads and bridges 01 11 000
Construction works - other 12 1 000
Plant and equipment (machinery) 29 -03 000
Plant and equipment (furmiture) 00 01 Q00
Information technology and software oo 04 000
Total change in WC1 100.0 108

& Ermployee Denedits and on-costs includes salanes and wages
. Compnsss manly 'other matanals and contracts and Lnspecifiod DINer Gxuensas ALSO INChtes MISCAANEOUS Bxpensas wills vary low
waights m the Index - &g postage and contribulions and donatans

Note: Figares may nol add due to rounding. Percontage changes aro calcudated from unroundoed numbers

N

-
7
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The change in the weaighted average price - a worked example

C The change in the weighted average price - a
worked example

To calculate the change In the weighted average price, the first step is to calculate the revenue
you would receive by applying the existing and new charges to the same number of services in
both years. Table C.1 provides a simple example of how to calculate the revenue

Table C1 Step 1 - Calculate total revenue on new and old prices for the same
number of services

Price in Price In Number of each Revenue Revenue
Service 2021~ 2022-23 service provided  with 2021-  with 2022~
22 as at 30 June 2022 22 pricos 23 prices
a b c draxc e<bxc
Spa Spa number s s
Standard Prices

Urban 410 422 10,000 4100.000 4220000
Vacant Land a5 47 100 4 500 4700
Rural 355 355 3000 1085000 1065000

Additional services
Recycling bin 125 126 2000 260,000 252,000
Organics bin 245 247 2000 490,000 494 000
Mixed waste bin turban) 125 129 3500 437,500 451 500
Mixed waste bin (rursl) 245 250 200 49.000 50.000
Total 20800 6396,000 B6.537.200

In the second step you use the information from the first step to calculate the weighted average
price in each year, and the change in this price, Table C.2 provides a simple example of how to
calculate the change in the weighted average price

Table C2 Step 2 - Calculate the increase in the weighted average price.

Weighted average  Weighted average Increase in weighted

price in 2021-22 price in 2022-23 average price to 2022-23

f = ditotali/cltotal) g - eltotal)/cltotal) Increase = g/f-1

Rovenue 6,396,000 6537200 "
Volume 20.800 20.800 na
Weighted average Price 308 314 na
Increase in wsighted average peice na na 2.2%
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Applying the pricng principles - a worked example

D Applying the pricing principles - a worked
example

Table D.1 presents a simplified example of an incremental allocation of DWM costs it
demonstrates how to calculate the revenue to be recovered from DWM charges by
estimating/calculating the costs that would not be required If councils stopped providing DWM
services.

Table D.1 Incremental cost allocation for collection services

Contracted out Day labour
Direct operating cost Direct operating cost
Contract costs S800m Day labowr {+ on-costs) $4.00m
Direct managers («on costs) $040m Direct managers (« on-costs) SO080m
Milgage allowance (shared Car) S005m Fuel maintenanco $120m
Waste Lavy S100m Waste Levy S1COm
Direct operating cost subtotal $045m Direct operating cost subtotal S700m
Direct capilad costs Direct capital costs
Capitol cosis $000m IDWM assut base - $50 m)
Return on assats (@ 3% 5150 m
Deprociation (el S050m
Dot copitsd cost sublotim SO.00m Direct capital cont subtotal £200m
Durect cost subtotal $945m  Direct cost subtotal S800m
Overhaad costs Overhead costs
CEQ/drectors SOCOm CEQ/directors $030m
Education SO10m Education S010m
HRAT SO05m HRAT SOI0m
Call centre $020m Call centre $0.20m
Lease space SOOOm Lease space SOI10m
Overhead subtotal $035m Overhoad subtotal $080m
Total waste cost $980m Total waste cost $880m

Where a council has contracted out collection services

Direct operating costs

Contract costs - The contract agreement costs would not be required if councils were no longer
responsible for the DWM service, so 100% of the contract costs go into the DWM incremental
cost basket

Direct managers - The direct contract managers' positions would nat be required if councils
were no longer responsible for the DWM service, so 100% of their salary and on-costs go Into the
DWM incremental cost basket

Raview of Domestic Waste Management Chacges Page | 29
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Applying the pricng panciples - a worked example

Mileage allowance - In this example, we assume the vehicles the DWM contract managers dnve
are council pool vehicles If council was no longer respaonsible for the DWM service, there would
be less mileage on the vehicles. A cents/kilometre mileage allowance goes into the Incremental
cost basket

Waste Levy - If the DWM function went to another agency, council would not be paying the
Wasle Levy Therefore, 100% of the Wasle Levy goes into the DWM incremental cost basket.

Direct capital cost

Direct capital costs - In this example, the council has contracted out the collection service and
the bins are owned by the contraclor. There are no direct capital costs Lo the council and
therefore $0 goes into the DWM incremental cost basket,

Overhead/indirect costs

CEO/directors salary - In Lhis example with contracted cut collection. there would be very little
change in councll staff if the DWM function left council If no senior executive positions were
removed, 0% of these salaries would go into the DWM incremental cost basket

Education- The council has an education budgel of, say. $500,000 spread across companion
animals, tidy towns, recycling and domestic waste. Council calculates $100.000 of that budget
relates directly to education on separating waste and notifications of council clean-ups
Therefore, $100.000 goes into the DWM incremental cost basket

HR & IT - A 10% reduction in total staff numbers if council was no longer responsible for the DWM
function. It Is important for councils to consider how many IT and HR staff would be reduced if
council was no longer responsible for the DWM function when apportioning HR and IT costs to
the DWM incremental cost basket. In this case. we assumed only 2% of council's total HR and IT
costs would not be required if the DWM function was transferred to another agency. Therefore, in
this simple example 2% of HR and IT costs (S50,000) goes into the DWM incremental cost basket.

Lease costs - In this example where the collection services are contracted out, only the
reduction in these costs if the council was no longer responsible for the DVWM function should be
included in the incremental cost basket

Where a council uses day labour for collection services

Direct operating costs

Day labour - All the salaries and satary on-costs of the day labour staff would be removed if
council was no longer responsible far the DWM function. Therefore 100% of these costs go into
the DWM incremental cost basket

Direct managers - The direct contract managers' positions would not be required so 100% of
their salaries and on-costs go inte the DWM incremental cost basket.

Fuel and maintenance cost - This example assumes garbage trucks are owned by the council.
Therefore, the fuel and maintenance costs of these vehicles would not be incurred if the council
was no longer responsible for the DWM function, so these costs go into the DWM incremental
cost basket (We address the capital component of the infrastructure below)
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Applying the pricng panciples - a worked example

Waste Levy - If the DWM function went to another agency, council would not pay the Waste
Levy. As with the contracted out example. 100% of the Waste Levy would go into the DWM
incremental cost basket,

Direct capital cost

Direct capital costs - DWM asset base - Il is important that capital costs are recovered from all
the customers who benefit from that capital over the life of the asset. To achieve this, councils
would have developed a DWM asset base. It would include all the capital assets including trucks,
tools and garbage bins (assuming in this example that council own the bins}

Return on assets - Having established a DWM assel base, the opportunity cost of the capital
invested in the DWM asset base is included in the DWM incremental cost basket.

In our example, the DWM asset base is $50 million and we are assuming if council was no longer
responsibie for the DWM function it would be able to invest that $50 million and eam a 3% per
year return ($50 million x 3% = $1.5 million), Therefore. council would Include $1.5 million of retum
on assets in its DWM incremental cost basket

Depreciation - In this example, we assume the average life of the assets In the D\WM asset base
i5 100 years © This means every year. 1% of the assets are consumed and need replacing ($50
million x 1% = $500.000). If council was no longer responsible for the DWM function, we assume
council would sell its assets and therefore aveid depreciation on those assets. All of the
$500,000 of depreciation costs would be included in the DWM Incremental cost basket

Overhead/indirect costs

CEO/directors salary - Assuming a significant DWM day labour force, if council was no longer
responsible for the DWM function this would matenally reduce total council staff numbers. We
assumed staff changes would save $300.000 per year. Therefore, $300.000 would be included
in the DWM Incremental cost basket

Education- The council has an education budget of. say. $500,000 spread across companion
animals. tidy towns, recycling and domestic waste. Council calculates $100.000 of that budget
relates directly to education on separating waste and notifications of council clean-ups.
$100.000 goes into the incremental cost basket

HR & IT - A 10% reduction in total staff numbers if council was no longer responsible for the DWM
function. It Is important for councils to consider how many IT and HR staff would be reduced if the
DWM function transferred when apportioning HR and IT costs to the DWM incremental cost
basket In this day labour example, we assumed double the reduction in HR and IT costs
compared with the contracted out example. Therefore, $100,000 would be included in the D\WM
incremental cost basket.

“Inreality the average asset life will be much shorter. but this assumpbon simpldfies the caloulation in this example
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Applying the pricng principles - a worked example

Lease costs - In the contracted out collection example, we assumed there would be no
reduction in lease costs because the size of the council administration building would not be
reduced In this day labour example, we assumed the depot for the council garbage truck fleet
and maintenance facility Is leased and the lease cost would not be required if the DWM function
went to an outside agency. Therefore, In this example $100,000 of lease/rent costs would go
into the DWM incremental cost basket

-
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Applying the pricing principles - a worked example
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Attachment 2 - IPART Submission Final

180 Cressy Street Deniliquin NSW 2710 ABN 90 407 359 958

www.edwardriver.nsw.gov.au Deniliquin NSW 2710

22 April, 2022

Sheridan Rapmund
IPART

PO Box K35
Haymarket Post Shop
NSW 1240

Dear Sheridan

RE: Edward River Council Submission on the IPART Draft Report — Review of Domestic Waste
Management Charges

In response to IPARTSs request seeking feedback on the draft decisions as part of the IPART Draft
Report on the Review of Domestic Waste Management (DWM) charges, Edward River Council do
not support a benchmark waste peg. Please find below our responses to the draft decisions as
requested and further information in support of our position on this matter.

Response to draft decisions

1. Do you think our proposed annual "benchmark” waste peg will assist Councils in setting
their DWM charges?

No, Council does not believe that the proposed benchmark waste peg will assist Councils.
This is due to the differing size and location of Councils influencing the cost of services. The
NSW Government has mandated new kerbside services such as Food Organics Garden
Organics (FOGO) by 2030 and a range of key reforms that may significantly impact the
service charges and are out of Councils control. Inevitably, there will be increases above the
proposed rate (1,1%) to reach NSW diversion targets that are highlighted in the NSW Waste
and Sustainable Materials Strategy 2041. A waste peg will not support the identified reforms
outlined within this strategy. The benchmark proposed is unreasonable for 2022/23, and is
not reflective of the true cost for Councils, This rate will not cover increases in CP| and
contractor charges.

2. Do you think the pricing principles will assist Councils to set DWM charges to achieve best
value for ratepayers?

Edward River Council would welcome guiding principles - clear guidance on what is and isn't
included within the charge would be beneficial, however does not support that only
incremental costs can be attributed to the DWM charge.

3. Would it be helpful to councils if further detailed examples were developed to include in the
Office of Local Government's Council Rating and Revenue Raising Manual to assist in
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implementing the pricing principles?

Yes, Council would welcome examples, developed in consultation with the sector to support
the interpretation of the guiding principles.

Additional feedback:

. Changes to Edward River Council's DWM charge are undertaken in consultation with our
community.

. The current service and charge reflect the community’s waste minimisation aspirations.

. Rate peg restricts innovation and could be contrary to current waste minimisation legislation
- the focus transitions to financials and not to resource recovery outcomes.

. Any variance between the revenue raised and the expenditure incurred is restricted for the
purposes of domestic waste management services only.

. Benchmarking DWM charges across the state is inappropriate as variations in services,
environment and delivery costs are significant.

. 1.1% peg will not cover increases in CPI and contractor charges, this is unreasonable as it
does not reflect the true costs for Council/s.

. Under proposed pricing principles rural Councils will be disadvantaged due to reduced
economies of scale and tyranny of distance.

. A peg will result in reduced resource recovery services and undesirable environmental
outcomes.

. Many NSW Councils are yet to introduce a FOGO and/or recycling services, this cannot be
achieved without a Justified rise in DWM charges. Councils will not be able to cover these
costs particularly as this is now 1o be made mandatory.

. Concerns that a benchmark waste peg will progress to a mandatory requirement in the future
which is not supported,

. Being named in an annual report will be misleading to the broader community and impact
on Council's brand. It may imply Council is overcharging and/or inefficient.

. Councils must maintain a positive DWF and not cross subsidize with other funds. Pegging
will restrict good governance of this fund.

. Our view is that ratepayer concerns can be raised directly with each Council as part of the
annual budget development/submission process. There is also the opportunity for
ratepayers to raise their concerns with the regulator if they are dissatisfied with a Council's
response.

. Additional guidance developed with the sector could improve consistency with respect 1o
the process and principles applied, however it should be noted that the challenges faced
when delivering waste management services and the level of service offered can vary from
Council to Council,

. There is an opportunity for Councils, the OLG and IPART to work collaboratively on
strengthening the guidance available to Councils and the community regarding the
development of domestic waste charges and associated costs.

. Council does not support DWM charges being regulated by IPART as the environment and
market is regularly changing and the charge should be adjusted to reflect this active industry.

. It is not a concern that DWM charges are increasing faster than rate peg. This reflects the
industry and the increased expectations of communities regarding innovative waste
services.
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. Council believes waste services should always be customised and relevant for their
respective communities. For example, metro and regional centres have economy of scale
advantages which present waste management opportunities at an affordable price, as well
as end use opportunities and related industry support.

. Our experience indicates that there is effective competition within the market and DWM
services can be outsourced. The decision to outsource or provide the service in-house
should remain solely with the local Council.

. Allocation of overheads should remain the responsibility of the respective Councils, which
should be an auditable, transparent transaction and only levied against DWM charges where
applicable.

. Council supports greater clarity and guidance on what services can be levied against DWM
charges which may provide greater consistency across Councils.

Edward River Council acknowledges there is a8 wide variation in the number and type of DWM
charges and services provided across Councils, and that further guidance into how DWM charges
are set would be beneficial. Council believes it is delivering good value for ratepayers, additionaily
providing the opportunity for the community to submit any concerns they may have regarding fees
and charges. Council do not support regulation applied to DWM charges but would prefer guidance
on this issue.

Sincerely,

Philip Stone

General Manager
Edward River Council
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