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Section 3

2020-21 Budget

The Operational Plan must include 

the council’s detailed annual 

budget, along with the council’s 

Statement of Revenue Policy, 

which includes the proposed 

rates, fees and charges for that 

financial year. 
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FINANCIAL FORECASTS

Assumptions
The 2020-21 estimates of income and expenditure 

in this document have been prepared using the following 
financial assumptions:

General Rates
	• Ordinary rates are increased by 2.6% comprising the 

full amount of the rate peg limit. 

Domestic Waste Management 
Charges
	• Domestic Waste Management Charges have 

increased by 1.87%. 

Interest Rates
	• Interest on new loans of 3.5% (3.5% in 2019-20) and 

interest on investments of 1.125% (2.5% in 2019-20).  

Inflation
The 2020-21 annual budget has been based on 

a 2.5% award increase in salaries and wages (2.5% in 
2019-20). Inflation of 1.9% has been generally applied to 
materials and contracts in the 2020-21 budget.

Risks
This operational plan incorporates assumptions and 

judgments based on the information available at the time 
of publication. Unexpected changes in a range of factors 
could influence the outcomes in the current and future 
years.

General Risks
A major influence on expected revenues and 

expenses in any year is the economy.  The level of 
economic activity will impact demand for some of 
Council’s services, while changes in inflation rates and 
interest rates will be reflected in the costs Council 
pays for materials and services and the return on its 
investments.

Many of Council’s maintenance and construction 
activities are impacted by the weather; extreme weather 
conditions can impact on priorities (because of road 
deterioration, cleaning of debris etc.) and result in 
programmed works being postponed.

Significant changes in government legislation, 
particularly in the areas of planning, resource 
management and local government framework/ services, 
could result in additional costs being borne by Council.
Council, as a multi-purpose organisation, providing a 
large range of buildings, parks, playgrounds and other 
facilities accessible to the public, could possibly face 
insurance claims at any time.

Council is the planning consent authority under 
the Environmental Planning & Assessment Act 1979.  
Pursuant to that Act, certain persons aggrieved by a 
planning decision of Council may appeal to the Land & 
Environment Court. It is the Court’s normal practice that 
parties bear their own legal costs, however the amount 
of costs cannot be known until an appeal is determined. 

On the revenue side, grants are a material 
component of Council’s source of funds and are subject 
to political decisions by other levels of government.
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Specific Risks

Climate
Climate variability is the way climate  fluctuates (in 

the short-term) above or below a long-term average 
value. Common drivers of climate variability include El 
Nino and La Nina events.

Climate change is a long-term continuous change 
(over centuries and millennia) to average weather 
conditions. Climate change is slow and gradual, 
and unlike year-to-year variability, is very difficult to 
perceive without scientific records. Climate change 
occurs because of changes to the Earth’s environment, 
the changes in its orbit around the sun or human 
modification of the atmosphere.

The Garnaut Report (2008) found that, as a result of 
past actions, the world is already committed to a level 
of warming that could lead to damaging climate change. 
The continuing growth in greenhouse gas emissions 
is expected to have a severe and costly impact on 
agriculture, infrastructure, biodiversity and 

ecosystems in Australia. The report concluded that every 
Australian would have to adapt to climate change… for 
the maintenance of their livelihoods and the things that 
they value. 

Climate change will affect rainfall, temperature and 
sea levels and will have consequences on flooding, soil 
moisture, bushfire intensity and storm events. It will 
cause the re-evaluation of Council activities and priorities, 
as well as significantly impacting on future plans.

Council has taken some initial measures to mitigate 
the broader risk of climate change. 

Council’s response to date has included initiatives to 
improve the coordination and effectiveness of Council’s 
response to climate change. However, the extent of 
climate change impacts on the social and economic 
wellbeing of our community is yet to be comprehensively 
assessed.

Ability to Fund Asset Management
A common issue arising from recent local 

government reviews has been the shortfall in 
infrastructure maintenance and renewals expenditure 

(and how it is to be funded) to ensure that infrastructure 
is providing the level of service expected by the 
community. If appropriate asset management processes 
are not adopted, then assets can deteriorate to the point 
where level of service standards cannot be met.

Council has an Asset Management Strategy and 
Asset Management Plans for the key infrastructure 
classes of roads, bridges, stormwater drainage, buildings 
and open space.

Development Applications
The revenue estimates for development applications 

(DAs) are based on ongoing residential building activity in 
the local government area. 
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Rate Pegging
Rate pegging limitations continue to constrain 

revenue raising capacity and place extra burden on 
Council when rate pegging increases are less than 
increases in the costs faced by Councils.

In 2020-21 the rate peg limit of 2.6% was in line with 
the forecast rate peg of 2.6% in the Long-Term Financial 
Plan.

Future Funding Obligations
Council has identified a substantial commitment to 

future works which will require funding in future years, 
with some of those projects requiring attention in the 
short to medium term. 

Due to the significant amounts associated with these 
future commitments, the capacity of Council to provide 
funding within existing budgets will need to be reviewed, 

along with the level of funding provided to existing 
services.

CURRENT FINANCIAL 
POSITION OF COUNCIL

The long term financial position of the Council 
remains a significant challenge over future years. While 
Council still adopts a balanced budget strategy, current 
operations continue to exert considerable pressure on 
Council’s capacity to manage its financial position. Also, 
Council has a substantial financial commitment to future 
capital works. 

Financial Sustainability Initiative
In July 2014 Council adopted a Financial Sustainability 

Initiative to ensure that, in the long-term, Council 
generates sufficient funds to provide the levels of service 
and infrastructure agreed with our community.

In essence, the underlying objectives of the Financial 
Sustainability Initiative are to:

	• Reduce costs

	• Increase revenues; and

	• Improve value-for-money.

Nine projects were identified to achieve the Financial 
Sustainability Initiative objectives:

	• Service review;

	• Productivity improvements & cost savings project;

	• Sponsorship & subsidies review;

	• Strategic property review;

	• Fees & charges review;

	• Assets, depreciation & capital commitments review;

	• Developer contributions review;

	• Business opportunities framework; and

	• Special rate variation strategy.

These projects have been incorporated into Council’s 
Integrated Planning and Reporting documents. 
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REVENUE POLICY

A. Rating
In accordance with Section 494 of the Local 

Government Act 1993, Council must make and levy rates 
annually on all rateable land for which a valuation has 
been provided by the NSW Valuer-General. Rates must 
be levied on the land valuations in force as at 1 July of the 
rating year. Newly-created parcels of land which did not 
exist at the beginning of the rating year are to be valued 
and unpaid rates are to be apportioned in accordance 
with the NSW Valuer-General’s determination as per 
Section 573 of the Local Government Act 1993. In 2020-
21, Council will levy rates on newly-subdivided land on 
a pro-rata basis from the date of registration of the 
deposited plan or the strata plan.

The amount that is to be raised from rating is 
calculated to comply with legislative requirements and 
rate-pegging limitations. 

Together with other sources of income, rating 
income is used to fund Council’s expenditure to 
implement the programs and levels of service that will, 
in turn, realise the community’s desired outcomes in 
Cessnock 2027.

Payment of Rates
Ratepayers may pay their rates annually in full 

by 31 August, or alternatively in four instalments with 
the following due dates: 31 August, 30 November, 28 
February and 31 May each year. Council is required to 
issue notices one month in advance of the due date. 
Council’s payment options include:

-       telephone payment service

-       direct debit

-       payments at Australia Post

-       credit card, cheque, money order, or cash payments 

        at Council Chambers

-       Bpay

-       Centrepay

-       internet payments by Credit Card via Council’s 
website

Interest is charged on rates not paid by the due date 
in accordance with Section 566 of the Local Government 
Act 1993. The applicable interest rate is set each year by 
the Minister for Local Government. Council will adopt the 
maximum rate applicable as set by the Minister for 2020-
21 which is 7.5%

Rate Pegging
The Independent Pricing & Regulatory Tribunal 

(IPART) determined a rate peg of 2.6% for 2020-21. 

Methodology
For 2020-21 Council continues to use a rating 

methodology comprising a base amount plus an ad 
valorem amount (land value multiplied by a rate in the $). 

The land valuations used to calculate rates for 2020-
21 are supplied by the Valuer General and have a base 
date of 1 July 2019.
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Statutory Pensioner Rebate
Eligible pensioners receive a statutory reduction 

of 50 per cent of the combined rates and domestic 
waste management charge to a maximum of $250. 
Council receives a subsidy of 55 per cent of the total 
statutory rebate. To be eligible for a full year rebate, 
the date on which the person becomes eligible must be 
on the date rates and charges are levied in any rating 
year. Pensioners who become eligible after the date on 
which rates and charges are levied will receive a rebate 
proportionate to the number of full quarters remaining 
in the rating year after the day on which the person 
becomes an eligible pensioner in accordance with 
Section 575 of the Local Government Act 1993. Those 
pensioners who are uncertain of their status should 
contact Council for assistance and advice. The granting 
of the Statutory Pensioner Rebate to eligible pensioners 
is limited to the current year and previous year only. 

Voluntary Pensioner Rebate
In addition to the Statutory Pensioner Rebate, 

Council will grant a voluntary pensioner rebate, which 
will be 1.6 per cent of the combined rates and domestic 
waste management charge. This voluntary rebate will 
apply to pensioners who are eligible for the Statutory

Rebate. It will be granted to all eligible pensioners on the 
same basis as the Statutory Pensioner Rebate for 2020-21. 
The granting of the Council’s Voluntary Pensioner Rebate 
to eligible pensioners is limited to the current year and 
previous year only.

Categorisation of Land
Council has determined that the rates will be applied 

across seven categories:

-      residential

-      rural residential

-      business

-      farmland

-      farmland – mixed use

-      farmland – business rural

-      mining

Those properties that are subject to a Mixed 
Development Apportionment Factor (MDAF) as supplied by 
the NSW Valuer-General in accordance with the Valuation 
of Land Act 1916 are rated as part Residential and part 
Business on the basis that MDAF are not categorised 
according to dominant use.

COVID-19 impacts
Council will be able to offer assistance to ratepayers 

whom may be experiencing challenges in payment of 
their rates by the due date. 

Assistance may be in the form of an extented 
payment arrangement, deferral of due date or holding of 
interest. Council’s hardship policy was extended to cover 
all assessments.

Council also did not commence new legal action 
during the pandemic and with any ongoing legal action 
Council reviewed the next steps.
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Category Reference Definition

Residential
Section 516 Local 
Government Act 1993

Land is categorised as residential if it is a parcel of rateable land valued as one assessment and:-

•	 Its main use is for residential accommodation (but not as a hotel, motel, guesthouse, boarding house, lodging house, or nursing 
home).

•	 It is vacant land zoned for residential purposes.

•	 It is rural residential land.  Rural residential land is defined as being 

a)  land that is the site of a dwelling, and 

b)  is not less than 2 hectares and not more that 40 hectares in area, and is either:

i)  not zoned or otherwise designated for use under an environmental planning instrument, or 

ii)  zoned or otherwise designated for use under such an instrument for non-urban purposes, and 

c)  does not have significant and substantial commercial purpose or character.

Rural 
Residential

Section 516 Local 
Government Act 1993

A sub-category of residential for rural residential land where there is a residential dwelling and the land area is between 2 and 40 
hectares.

Business
Section 518 Local 
Government Act 1993

Land is categorised as business if it cannot be categorised as farmland, residential or mining.  The main land uses in the business 
category are commercial and industrial.

Farmland
Section 515 Local 
Government Act 1993

Land is categorised as farmland if it is a parcel of rateable land valued as one assessment and its dominant use is for farming (that 
is the business or industry of grazing, animal feedlots, dairying, pig farming, poultry farming, viticulture, orcharding, beekeeping, 
horticulture, vegetable growing, forestry, oyster or fish farming, or growing crops for profit) and:-

•	 has a significant and substantial commercial purpose or character, and 

•	 is engaged in for the purpose of profit on a continuous or repetitive basis.

Rural residential land can not be categorised as farmland.

Farmland - 
Mixed Use

Section 515 Local 
Government Act 1993

A sub-category of farmland with both rural and business use.

Farmland - 
Business Rural

Section 515 Local 
Government Act 1993

A sub-category of farmland which has a low intensity of land utilisation with predominantly business activity.

Mining
Section 517 Local 
Government Act 1993

Land is categorised as mining (Section 517) if it is a parcel of rateable land valued as one assessment and its dominant use is for a coal 
or metalliferous mine.
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Statement of Rates Proposed to be Levied - Section 405(2) Local Government Act 1993
Rates are assessed by levies on the value of land. Land values are determined by the Valuer General. Increases in rates are in line with the rate peg determined by the 

Independent Pricing & Regulatory Tribunal (IPART). 

In June 2014 the Independent Pricing & Regulatory Tribunal (IPART) approved a special rate variation that allowed for an increase of 7.25% ($2,160,000) for road 
infrastructure renewal to remain permanently in the rate base.  This special rate of $2,160,000 is applied proportionately across all rate categories shown in the table below.

Rating Structure
The NSW Government introduced ‘rate pegging’ in 1977. Each year the NSW Government approves a maximum percentage increase in the total income a council can 

receive from rates, known as the ‘rate peg’. In 2020-21, the rate peg has been determined by IPART at 2.6 % and this percentage increase has been applied to Council’s rates.

The following table shows the ad valorem and base rate amounts for 2020-21, based on the approved general increase of 2.6%. 

RATE TYPE CATEGORY SUB-CATEGORY AD VALOREM AMOUNT IN 
CENT IN $

BASE AMOUNT 
$

BASE AMOUNT % OF 
TOTAL RATE

RATE YIELD $

Ordinary Residential 0.441367 430.00 35.74% $27,443,325

Ordinary Residential Rural 0.368085 430.00 21.20% $3,560,191

Ordinary Farmland 0.313980 430.00 16.12% $2,360,413

Ordinary Farmland Mixed Use 0.807279 535.00 7.11% $203,090

Ordinary Farmland Business Rural 0.807279 535.00 8.61% $236,091

Ordinary Business 1.718220 535.00 13.83% $5,830,809

Ordinary Mining 3.723874 1500.00 0.53% $1,410,060

TOTAL $41,043,979

Please note: These figures have not been finalised and will be subject to change during the draft process.
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B. Charges

Waste Charges
Weekly services for kerbside collection of mixed solid 

waste and alternate fortnightly collections for recyclable 
and garden organic waste are provided by Council 
to residential and non-residential properties in the 
Cessnock local government area.

Where new services are commenced throughout 
the year; charges are calculated as a proportion of the 
annual charge.

Under Section 496 of the Act, Council is required to 
levy a charge on all rateable land that is situated within 
the area in which a domestic waste management service 
is available, whether occupied land or vacant land.

The Local Government Act, 1993 Section 504(1) 
provides:

	• A council must not apply income from an ordinary 
rate towards the cost of providing domestic waste 
management services.

	• Income to be applied by a council towards the cost 
of providing domestic waste management services 
must be obtained from the making and levying of 
a charge.

	• Income obtained from charges for domestic 
waste management must be calculated so as to 
not exceed the reasonable cost to the Council of 
providing those services.

Sections 501 and 502 permits a council to make and 
levy an annual charge for the following services provided 
on an annual basis:

	• Waste management services (other than domestic 
waste management).

	• Any services prescribed by the Regulations.

Domestic Waste Service Charge - 
Vacant

Under the provisions of Section 496 of the Local 
Government Act 1993, vacant rateable land categorised 
for rating purposes as residential or farmland and 
situated within an area in which a domestic waste 
management service is able to be provided is to be 
charged a domestic waste management service charge – 
vacant.

Domestic Waste Service Charge
Under the provisions of Section 496 of the Local 

Government Act 1993, rateable land categorised for 
rating purposes as residential or farmland and located

in an area in which the service is provided is to be 
charged a domestic waste management service charge.

This service entitles the property to a single weekly 
collection of mixed waste, using an approved mobile 
container as provided by Council and a single fortnightly 
collection of recyclable material and garden organic 
material using approved mobile containers as provided 
by Council.

For 2020-21 each service includes the issue of four 
(4) waste depot passes to be used at the Cessnock 
Waste & Reuse Centre.  Each pass allows free disposal of 
up to 500 kilograms of domestic or general household 
waste.  If the quantity of waste exceeds 500 kilograms 
per disposal, additional issued passes may be used, or a 
fee will apply.  Waste is to be transported in passenger 
vehicles, utilities or small trailers only.

Additional Domestic Waste Service 
Charge 

Under the provisions of Section 496 of the Local 
Government Act 1993, further to the domestic waste 
management service charge, an additional domestic 
waste management service charge applies to each 
additional weekly collection of mixed waste, using an 
approved mobile container as provided by Council. 
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Additional Domestic Waste Service 
Charge - Recycling & Garden 
Organics

Under the provisions of Section 496 of the Local 
Government Act 1993, further to the domestic waste 
management service charge, an additional domestic 
waste management service charge – recycling/garden 
organics applies to each additional fortnightly collection 
of recyclable and garden organic material, using 
approved mobile containers as provided by Council.

Waste Management Service 
Charge

Under the provisions of Section 501 of the Local 
Government Act 1993, a waste management service 
charge applies to each parcel of land not categorised for 
rating purposes as residential or farmland to which the 
service is provided.

This service entitles the property to a single weekly 
collection of mixed waste, using an approved mobile 
container as provided by Council and a single fortnightly 
collection of recyclable and garden organic material using 
approved mobile containers as provided by Council. 

Additional Waste Management 
Service Charge

Under the provisions of Section 501 of the Local 
Government Act 1993, further to the waste management 
service charge, an additional waste management service 
charge applies to each additional weekly collection of 
mixed waste, using an approved mobile container as 
provided by Council.

Additional Waste Management 
Service Charge - Recycling & 
Garden Organics

Under the provisions of Section 501 of the Local 
Government Act 1993, further to the waste management 
service charge, an additional waste management 
service charge – recycling/garden organics applies to 
each additional service of recyclable or garden organics 
material, using approved mobile containers as provided 
by Council.

Stormwater Charges
Under the provisions of Section 496A of the Local 

Government Act 1993, Council may make and levy 
an annual charge for the provision of stormwater 
management services for each parcel of rateable land

for which the service is available.  A stormwater service 
is a service to manage the quantity or quality, or both, of 
stormwater that flows off land, and includes a service to 
manage the re-use of stormwater for any purpose.

In line with the Stormwater Management Guidelines, 
Council proposes to levy a charge calculated at $25.00 
per 350 square metres (or part thereof) up to a 
maximum charge of $500.00 on business properties 
located within the defined stormwater area.  Residential 
properties within the defined stormwater area will 
continue to be charged at the fixed charge of $25.00 
per property in line with the Stormwater Management 
Guidelines.  Residential strata properties will be charged 
a fixed charge of $12.50 per property in line with the 
Stormwater Management Guidelines.

Hunter Catchment Contribution 
Council includes on its rate notice a catchment 

contribution collected on behalf of Hunter Local Land 
Services.  

Catchment contributions are collected under Clause 
40, Part 4, of the Local Land Services Regulation 2014, 
with the Local Land Services setting the rate in the dollar 
each year.  

The rate applicable to all land within the defined 
catchment area is TBA of a cent in the dollar on the 
current value of land within the area. The rate in the 
dollar is expected to be confirmed by Local Land  
Services in May 2020.
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CHARGE 2020-21

Domestic Waste Management Service Charge – Vacant $72.00

Domestic Waste Management Service Charge	 $599.00

Additional Domestic Waste Management Service Charge $599.00

Additional Domestic Waste Management Service Charge – Recycling $70.00

Additional Domestic Waste Management Service Charge - Garden Organics $75.00

Waste Management Service Charge (commercial) (including GST) $780.00

Additional Waste Management Service Charge (commercial) (including GST) $780.00

Additional Waste Management Service Charge (commercial) – Recycling $70.00

Additional Waste Management Service Charge (commercial) - Garden 
Organics

$75.00

Stormwater Management Service Charge – Residential $25.00

Stormwater Management Service Charge – Residential Strata $12.50

Stormwater Management Service Charge – Business $25.00  per 350m2 or                      
part thereof up to max. $500

Statement of Charges Proposed to be Levied - Section 405(2) 
Local Government Act 1993 

The proposed charges for 2020-21 are:-  

C. Statement of Proposed 
Borrowings

Council borrows funds each year to provide long-term 
assets and facilities that are unable to be funded out of 
recurrent revenues. 

Council invites quotes for the provision of loan 
funds from lending institutions. All loans are secured by 
a mortgage deed taken over Council’s general revenue 
and are normally taken over a ten-year period or for the 
economic life of the asset acquired, whichever is the 
shorter.

In 2020-21 Council proposes to borrow a total of 
$1,437,046 for the following projects. Continuation of the 
drainage improvement program $847,233, Bridges Hill 
Park Playground $491,813 and improved walking path 
across from CBD to Bridges Hill Park $98,000.
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D. Fees & Charges
Council provides a wide range of services to the community and has adopted a number of 

fees and charges.  Each charge or fee is reviewed annually and determined on the basis of one or 
more of the following criteria:- 

A Nil Cost Recovery - There is no charge for these types of items. All costs associated 
with this item are met from either general revenues, grants, contributions or various 
combinations of same.

B Minimal Cost Recovery - The price for these is set to meet a small contribution 
towards the cost of the item. The majority of the cost of this item is met from either 
general revenues, grants, contributions or various combinations of same.

C Majority Cost Recovery - The price for these items is set to make a substantial 
contribution towards the cost of the service.

D Full Operating Cost Recovery - The price for these items have been set to cover the 
operating cost of providing the item.

E Full Cost and Partial Capital Cost Recovery - The price of these items is set to 
recover annual operating costs and make a contribution to the cost of replacement of 
the infrastructure assets utilised in providing the item.

F Regulatory Fees - the price charged for these items is a statutory charge set by 
legislation.

G Market Competitive - a) the service provided is in competition with that provided 
by another Council or agency (private or public) and a price is set which will attract 
adequate usage of the service; and/or b) the service is a profit making activity and the 
price paid by users should recover an amount greater than the full cost of providing 
that service.

Goods and Services Tax (GST)
Council applies various fees, charges and fines.  The GST status 

of these will depend on whether there is consideration for a supply.  

Where previously some fees and charges have been exempt 
from GST in accordance with the Federal Treasurer’s Determination 
under Section 81-5 of the New Tax System (GST) Act 1999; from 1 
July 2012 these fees and charges have been assessed under the 
principles based regime to determine if their GST exemption status 
remains.

Fees and charges subject to GST are identified by a “Yes” in the 
GST column of the 2020-21 Schedule of Fees and Charges.

A copy of Council’s adopted Schedule of Fees and Charges is 
available for information at Council’s Administration Centre or at 
Council’s website www.cessnock.nsw.gov.au. 
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