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At the time the Housing Strategy was written, dwellings in Banyule were generally single family detached
houses. New residential opportunities generally consisted of subdividing the backyard of existing house blocks
for a second detached dwelling.

Banyule's population growth was slow, well below average for the State. The analysis that informed the 2009
Housing Strategy showed a declining population in the early 2000s thatwas projected to slowly increase by 2.4%
over 20 years to 121 533 residents in 2021. The real population growth has exceeded these projections.
Banyule's population is now at around 129 387 (ABS Estimated Resident Population 2021). This is an increase of
9.7% over 20 years.

Dwelling types have not changed significantly, with separate dwellings remaining the dominant housing type.
In 2016, housing types in Banyule consisted of:

e 76% Single dwellings
e 21.8% Medium density dwellings (an increase of 1% in 10 years)
o 1.7% High density dwellings (an increase of 1.4% in 10 years)

The analysis that informed the 2009 strategy also noted that growth was occurring most significantly in large
separate dwellings (4+ bedrooms). This trend has continued. In 2016, dwellings with 3 bedrooms remained the
most common in Banyule, but their representation in new developments continued to decline. New dwellings
with 4+ bedrooms however have increased by 1622 dwellings over the last 10 years.

The number of bedrooms per dwelling in 2016 were:

e 18.7% - 2 bedroom dwellings (no change)
e 46.7% - 3 bedroom dwellings (3% decrease in 10 years)
o 21.6% -4 bedroom dwellings (1.2% increase in 10 years)
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Any proposed Planning Scheme Amendment would need to consider the emerging State Planning reforms,
including the outcomes of the Improving the Operation of Rescode Review and the Environmentally Sustainable
Development Roadmap. The amendment may need to adapt in response to any reforms as they are introduced.

Any residential zone and schedule changes proposed would need to give effect to the housing and
neighbourhood character objectives. It should be noted that all residential zones support and allow for some
increase in housing.

What role will the community play and how can | get involved?

Council will now begin preparing a ‘health check’ analysis that will look at how we are goingin terms of meeting
our housing needs and what our future requirements will be. This will help to inform detailed consultation later
in this project.

In the meantime, Council would very much like to start the conversation with you to get your insights on housing
needs and what neighbourhood character means to you.

Community feedback on the following discussion questions will help inform the next stage of our housing and
neighbourhood character review:

+ Do you feel that Banyule’s housing is diverse and provides sufficient choice, affordability and options
that meet the needs of all of our people?

e Ifyou fast-forward 5, 10 or 15 years, do you think your housing needs or those of your family will be met
in Banyule?

¢ More new housing will be needed for our growing and changing population. What is it about your local

area that is important to you when it comes to housing, housing change and the character and feel of
your neighbourhood?
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Executive Summary

Introduction
This Asset Plan outlines key elements involved to sustainably and effectively manage Council's infrastructure
assets. This Plan is a key element of Council's strategic asset management planning.

The purpose of this plan is to:

» Demonstrate Council's responsibility to manage infrastructure assets;
« Define and articulate how infrastructure assets are managed to achieve the organisation’s goals and
objectives;

e Understand the current condition of infrastructure assets and how they may look in 10 years;

« Facilitate stakeholder consultation to determine appropriate levels of service;

e Manage risk of premature asset failures;

« Manage assets by optimising lifecycle costs and support long term financial planning;

« Meet Council’s obligation to comply with the Local Government Act 2020.
The outcome of this plan will identify future funding requirements for service delivery considering the condition
of assets, levels of service to be provided, future demand and risk management.

Asset Portfolio

This plan focused on Council’s fixed infrastructure assets (excluding land and trees) of $986 million. Six asset
categories included in this plan are:

e Roads, including kerb and channel and carparks

Fecdem bl
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1. Introduction

This Asset Plan outlines key elements involved to sustainably and effectively manage Council's infrastructure
assets. It combines engineering, technical practices and finandal management to ensure that services are
provided to the community by minimising the lifecycle cost.

This Planis a key element of Council’s strategic asset management planning. The purpose of this plan is to:

« Demonstrate Council's responsibility to manage infrastructure assets;

« Define and articulate how infrastructure assets are managed to achieve the organisation’s goals and
objectives;

e Understand the current condition of infrastructure assets and how they may look in 10 years;

« Facilitate stakeholder consultation to determine appropriate levels of service;

* Manage risk of asset failure;

« Manage assets by optimising life cycle costs and support long term finandal planning;

« Meet Council’s obligation to comply with the Local Government Act 2020.

The outcome of this plan will check financial sustainability of Council's infrastructure assets and identify future
funding requirements for service delivery considering the following factors:

e Current levels of service and status of assets;

« Predicted level of service and status of the assets in 10 years;
e Future demand for infrastructure;

e Assetfailure and risks involved:;

— o . e 8
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Recurrent Expenditure
Recurrent expenditure includes both operational and maintenance activities to provide services.

Operation is regular activity required to maintain the service level even if the assets are in excellent condition
without any defects. For instance, cleaning, street sweeping, utilities costs.

Maintenance is the regular on-going work that is necessary to keep assets operating, including instances where
portions of the asset fail and need immediate repair to make the asset operational again, e.g. pothole patching
and crack sealing of road, footpath wedging and grinding, replacing or repairing small components of buildings.
Maintenance actions do not extend the life of assets.

Capital Expenditure

Capital expenditure includes renewal, upgrade, expansion and new assets.

Renewal expenditure is major work which does not increase the asset's design capacity but restores,
rehabilitates, replaces or renews an existing asset to its original service potential. Work over and above restoring
an asset to original service potential is considered to be an upgrade/expansion or new work expenditure
resulting in additional future operations and maintenance costs.

Examples of renewal include:

e Resurfadng roads
« Replacing footpath segments, kerb and channel, bridge components
» Replacing drainage pipes and pits

« Replacing major building components (e.g. roof, kitchen, fit outs, mechanical, any structural
components)

* Replacing existing Parks and Open Space assets (e.g. playground, BBQ), seats)
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Council recognises the need to consider climate risk within asset planning, as we build adaptation and resilience
to future climate impacts. We know we are experiencing the impacts of climate change today and will continue
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to do so. Temperatures extremes, and increasing incidents of floods and bushfires require us to consider how to

build in a way that minimises our exposure and vulnerability to these events. Key strategies implemented here

will support the Victorian Government's Built Environment Climate Change Adaptation Action Plans.

1.5 Financial Sustainability

Good asset management practice relies on Council being financially sustainable. The Victorian Auditor General
Office (VAGO) uses Renewal Gap Ratio (RGR) and Capital Replacement Ratio (CRR) as indicators relating to asset
management. The RGR is calculated by comparing renewal and upgrade expenditure to depreciation and the

CRR is capital expenditure to depreciation.

Table 2 outlines the criteria VAGO applies to assess each council’s financial sustainability risk.

Table 2 | Criteria to Assess Financial Sustainability Risk

Risk Renewal Gap Ratio Capital Replacement Ratio
High Less than 0.5 Less than 1.0
- Spending on existing assets has not kept Spending on capital works has not kept pace
pace with consumption of these assets. with consumption of assets.
Medium |0.5to 1.0 1.0to 1.5
- May indicate insufficient spending on May indicate spending on asset renewal is
renewal of existing assets. insufficient.
Low More than 1.0 More than 1.5
- Low risk of insufficient spending on assets. Low risk of insufficient spending on asset
renewal.
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1. Legislative Requirements

The Local Government Act 2020 Section 91 requires Council to develop, adopt and keep in force a financial plan
with an outlook of at least 10 years to show how the viability and financial sustainability of Banyule City Council
will be achieved and maintained, and to define the broad fiscal boundaries for the Council Plan, Asset Plan,
other strategic plans of Banyule.

This section describes how the Financial Plan links to the achievement of the Community Vision and the Council
Plan within the Integrated Strategic Planning & Reporting framework. This framework guides the Council in
identifying community needs and aspirations over the long term (Community Vision), medium term (Council
Plan) and short term (Annual Budget) and then holding itself accountable (Annual Report).

The following diagram provides an overview of the core legislated elements of an integrated strategic planning
and reporting framework and outcomes.

Overview Outlook Elements Outcomes
J
' \ ‘ A
A community vision reflects a consensus view of the future Therels fm':"m m'l' of l:e d‘“"dh{m“"h(.lo‘ yeurs for the
community wants and needs, and the high level actions required to . . community and potential pathway to achieve this.
achieve desired outcomes. COmmumty Vismn Intended directions, pathways and investments have legitimacy.
> 10-year aspiration for community Council's jurisdiction and targets for advocacy are understood.
Vision statements reflect shared values and aspirations and create s : T
" . . There is an understanding of community, civil society and broader
active tension between the current and desired future state. : " 2 .
/ partnerships required to achieve the Vision. )
0
\ / \ Improved understanding of Council’s capability to achieve its vision. \

Asset Plan

10-year asset management framework

Clear view of the fiscal capacity and constraints of Council,

Financial Plan
10-year financial framework to support
achievement of Community Vision and to support achievement of Community
The Asset Plan ensures effective management and stewardship of Council Plan Vision and Council Plan

community assets, / j \ /

supports the achievement of the Community Vision and establishes
investment and spending tresholds. Financial risk and potential areas of volatility are managed.
Council Plan, strategies, programs and projects can be resourced.

Councilis a trusted and responsible steward and community assets

A Financial Plan is used by Council, community and the organisation \
to ensure the long term viability and sustainability of the Council. It
meet future community needs,

TYETT

( )

Council Plan outlines the agenda for a new Council and supports the \ Council owns the Council Plan and the community is clear on its \

achievement of the Community Vision through Strategic objectives Council Plan . strategic direction.
and strategles. 4-year plan to support achievement of Revenue and Ratmg Plan There Is clarity on how strategic objectives will be achieved and
. St Bt » 0 Community Vision 4-year plan to support achievement of consistency with available resources.
avence and Rating Fien outines o medkum-ter view of how Strategic objectives, major intiati Community Vision and Council Plan ok ; Vi

Council wil raise revenue to support activities and achievement of fﬁs":‘ l‘;s aru’i P ndjz stors s, y There is alignment with and progress towards the Community Vision .
Council Plan strategies and objectives, / i \ j It is clear how Council will collect revenue to support activities. j

3

.
Council will develop and adopt a budget each year that describes in ( Strategies and nitiativs to chieve Council Plan ae clealy
more detail the way in which revenue will be raised and expenditure Annual Buds@t Workforce Plan wtlc :t e, mapped and resourced.

" ul A 3
directed. . o e
1+ 3-year budget supporting Council d-year plan reflecting as‘f"‘”m"‘l Programs and initiatives have quality and cost standards,
The budget must include 3-year financial projections as well as Plan dt!M'Y, mdudes ‘dexnpmn of structure ‘"f’ staffing 'eq“""m"“ 10 Resources (including people) required to deliver on commitments are
description of services, major initiatives and performance measures, services, major initiatives and support delvery of TWM'I Plan [s46 understood.
performance measures (4) ) )
The has had an for d

The CEO must prepare and maintain a d-year Workforce Plan, \ j \ j ! o ™ N
The Council is accountable for its performance through the Annual 1 itoring of financial,service 3nd
Report, Local Perf Reporting F kand Annual RePOrt "r;“w"“ Montoringoffinancial service and program
mandatory quarterly financial reports that are presented to Council, “ Report on operations including LGPRF perormance: " it for achi

i implementation of Council Plan and Ingroved to Couneland yee
Many Councils develop and maintain additional mechanisms to - major initiatives Local Gm’f‘m‘"‘ Performance of objectives.
ensure public accountability, these include: quarterly reporting on Service performance indicators Reporting Framework Improvement opportunities captured and incorporated into planning.
achievement of capital works and Council Plan initiatives, routine Financial performance statement
reporting on project, program and policy initiatives.
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The following figure demonstrates how each element might inform or be informed by other parts of the

integrated framework.

Performance Monitoring
& Accountability

10+ years ’ ‘
MPHWP
. o . MSS
Community Vision Council Plan
Other Strategic
Plans
Asset Plan
Workforce Plan
Budget
J
1+3 years
Revenue and Rating
Financial Plan Plan
Policy & Strategy Review
CVC"C and s
O”EOing Business / Service Planning, Service Review and Continuous Improvement

PrOCESsEs .

Long-term Financial Modelling and Asset Planning

1.1 Strategic Planning Principles

Reporting on
Community Vision

Council Plan Reporting

Quarterly Finance &
Project Reporting.

Financial Audit

Annual Report

LGPRF

The Financial Plan provides a 10 year financially sustainable projection regarding how the actions of the Council
Plan may be funded to achieve the Community Vision. The Financial Plan is developed in the context of the

following strategic planning principles:

e Council has an integrated approach to planning, monitoring and performance reporting.

e Council financial plan addresses the Community Vision by funding the aspirations of the Council Plan.
The Council Plan aspirations and actions are formulated in the context of the Community Vision.

e The Financial Plan statements articulate the 10-year financial resources necessary to implement the

goals and aspirations of the Council Plan to achieve the Community Vision.

e Council's strategic planning principles identify and address the risks to effective implementation of the

Financial Plan.

e The Financial Plan provides for the strategic planning principles of progress monitoring of progress and

reviews to identify and adapt to changing circumstances.
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1.2 Financial Management Principles

Like every other Council, Banyule City Council's financial position over the coming decade is likely to be
increasingly challenging. The State Government rate capping regime will significantly limit Council's ability to
raise funds from its own operations. At the same time Council will continue to experience increasing cost
pressures associated with an ageing population, ageing capital infrastructure and continued cost shifting from
other levels of government. This situation is not expected to change in the foreseeable future.

The purpose of the Banyule City Council Financial Plan is to ensure we can continue to deliver high quality
services to our community, provide job security and stability for our highly valued workforce and continue to
meet our capital requirements while investing in new capital and infrastructure. The Financial Plan provides
context and structure to many of the innovative financial strategies Council has adopted in recent years
including our strategic approach to property acquisition and development.

The Financial Plan establishes a prudent and sound financial framework, combining and integrating financial
strategies to achieve a planned outcome; a financial measurement framework against Council's plans and
policies and ensures that Council complies with sound financial management principles, as required by the Local
Government Act 2020 and to plan for the long-term financial sustainability of Council.

In addition, Banyule City Council will continue to focus on operational efficiencies, support initiatives that deliver
financial savings to Council and reduce Council reliance on property rates to fund services and infrastructure
and reduce debt.

The Financial Plan demonstrates the following financial management principles:
e Revenue, expenses, assets, liabilities, investments and financial transactions are managed in accordance
with Council's financial policies and strategic plans.
¢ Management of the following financial risks:
o the financial viability of the Council.
o the management of current and future liabilities of the Council.
o the beneficial enterprises of Council (where appropriate).

e Financial policies and strategic plans are designed to provide financial stability and predictability to the
community.

¢ Council maintains accounts and records that explain its financial operations and financial position.

1.3 Engagement Principles

In accordance with the Local Government Act 2020, Banyule City Council is engaging with the community, driven
by principles of deliberative engagement, to inform the development of the Banyule Community Vision 2041,
Council Plan 2021-2025 (Year 2), and Financial Plan 2022/23 - 2031/32.

1.3.1 Deliberative Engagement

The key characteristics of deliberative engagement are:

e Authentic engagement with the community;
e Good representation of the community in engagement activities;
e (lear demonstration of how all views have been considered;

e Accessible and relevant information available to the community to ensure the decision-making process
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e The community's level of influence is clear in each instance and that participants are fully informed.

1.3.2. Banyule 2041 Shaping Our Future

Banyule undertook a comprehensive and meaningful engagement program throughout 2020/21 that
empowered and enabled community and Council to work together to plan for our future and how we would like
to get there.

Throughout the Banyule 2041 - Shaping Our Future Project high-quality community engagement enabled us to
make well-informed decisions as well as achieving effective and transparent governance.

The aim of the Banyule 2041 - Shaping Our Future Project was to develop an innovative, aspirational and co-
designed Community Vision that guides Council's work in enhancing the municipality of Banyule over the next
20 years. Through a robust engagement program Council and community worked together to inform the:

e Community Vision that captures how the community want Banyule to be in 2041
e Council Plan that sets out how Council is working toward that vision every 4 years

e Financial Plan that will guide how Council will remain financially sustainable while supporting the
Community Vision and the Council Plan.

e The Budget and the Revenue and Rating Plan that defines how revenue is generated through various
sources.

Information about the Banyule 2041 - Shaping Our Future project can be found on Council's website.

In 2022 the iterations of these Plans have drawn on data from last year's Banyule 2041 deliberative engagement
and other consultation processes. The draft ten-year Asset Plan 2022-32 has also drawn on this data. Given
much of these documents were established through these earlier processes, the community engagement
activities planned in 2022 will target those areas that community can influence to build on data from Council’s
previous engagement.

1.4 Service Performance Principles

Banyule's community is diverse, and this is part of what makes Banyule such a great place. We want our
communities to be strong, healthy and inclusive. There are many different characteristics that make Banyule
great, including highly valued public space, strong identity and character and vibrant shopping strips, waterways
and a sustainable transport network in the region. People participate in their local community in many ways,
whether it be participation in local sports, recreation and cultural activities, volunteering or having a say on the
issues that are important. We want everyone in Banyule to feel like they are connected to their communities.

Council want to deliver the best value services and facilities for people of all ages and in differing circumstances.
Council has an ongoing commitment to achieving outcomes that are sustainable, eco-friendly and bear the least
impact on our environment including our response to climate change and the way our waste is managed.

To help us to deliver on our focus areas and important initiatives Council will work in partnership with the
community; engage with our community to ensure they are well informed and represented and meaningfully
involved in decision making; encourage community participation and inclusion to provide opportunities for all
and advocate for our community to improve services, infrastructure and social outcomes.

Council services are designed to be purpose, targeted to community needs and value for money. The service
performance principles are listed below:

e Services are provided in an equitable manner and are responsive to the diverse needs of the
community. The Council Plan is designed to identify the key services and projects to be delivered to the
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community. The Financial Plan provides the mechanism to demonstrate how the service aspirations
within the Council Plan may be funded.

e Services are accessible to the relevant users within the community.

e Council provides quality services that provide value for money to the community. The Local Government
Performance Reporting Framework (LGPRF) is designed to communicate council's performance
regarding the provision of quality and efficient services.

e Council is developing a performance monitoring framework to continuously improve its service delivery
standards.

e Council is developing a service delivery framework that considers and responds to community feedback
and complaints regards service provision.

1.5 Asset Plan Integration

Integration to the Asset Plan is a key principle of the Council's strategic financial planning principles. The
purpose of this integration is designed to ensure that future funding is allocated in a manner that supports
service delivery in terms of the plans and the effective management of Council's assets into the future.

The Asset Plan identifies the operational and strategic practices which will ensure that Council manages assets
across their life cycle in a financially sustainable manner. The Asset Plan, and associated asset management
policies, provide council with a sound base to understand the risk associated with managing its assets for the
community's benefit.

The Asset Plan is designed to inform the 10-year Financial Plan by identifying the amount of capital renewal,
backlog and maintenance funding that is required over the life of each asset category. The level of funding will
incorporate knowledge of asset condition, the risk assessment issues as well as the impact of reviewing and
setting intervention and service levels for each asset class.

In addition to identifying the operational and strategic practices that ensure that Council manages assets across
their life cycle in a financially sustainable manner, the Asset Plan quantifies the asset portfolio and the financial
implications of those practices. Together the Financial Plan and Asset Plan seek to balance projected investment
requirements against projected budgets.

The first Asset Plan for Council will be adopted by Council by 30 June 2022 and have effect from 1 July 2022.
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2. Financial Plan Context

This section describes the context and external / internal environment and consideration in determining the 10-
year financial projections and assumptions and risks.

2.1 Municipal Demographics

Banyule's estimated resident population for 2021 is 129,387. The municipality has an older age profile compared
to Greater Melbourne. Older adults aged 50+ years make up 36% of Banyule's population compared to 31% of
the population in Greater Melbourne.

Banyule’s population is forecast to grow to 165,256 by 2041 at an average annual growth rate of 1%. The
population aged 80 years and over is forecast to have the largest growth across the municipality.

Banyule is a diverse municipality. Residents come from over 140 countries and around 120 different languages
are spoken at home. Skilled migrants comprise the bulk of recent migration in Banyule, followed by those who
settled through family reunion. Humanitarian arrivals represent the smallest proportion of migrant intake.

The City is substantially developed and while it is experiencing a small increase in property numbers, these
mainly arise from higher density developments. Council continues to support appropriate increases in
development density around its activity centres which will have ongoing implications for many service areas and
infrastructure provision. Council's structure planning processes for these precincts is well established. Council
has implemented an open space contribution scheme and an infrastructure development contribution plan.

2.2 COVID-19

The organisation has been slow to recover from the financial impacts of COVID-19 and it will take a few years to
reach our operable levels. Yet despite this setback Council continue to be a financially sustainable Council in the
long-term.

Council has always put the needs of the community first and has done everything in its control to maintain key
services and infrastructure delivery to the community and we were well positioned to obtain the much-needed
funding support from State and Federal Governments through this recovery phase.

Rates and charges contribute funds to address ageing infrastructure, improve the amenity and quality of
community assets and deliver vital services across the breadth of the City. Our services income has not yet fully
recovered in many core areas. Where feasible operational expenditure will continue to be directly offset across
all council service to accommodate for the severity of the financial impacts of COVID-19 experienced over the
past few years.

Council will continue to undertake prudent financial management to generate enough funds to maintain
financial sustainability into the future.
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2.3 Economic and Fiscal Indicators

Economic circumstances include at the macro and micro levels. In the broader economic climate circumstances
these can include heightened levels of uncertainty about economic conditions and outcomes.

While the economic outlook is positive, sourcing labour, supply change disruptions and material shortages continue
to be the biggest challenges. Rising staffing costs and the impact of geopolitical tensions have added new challenges
to businesses already facing an uphill battle. Business and consumer confidence will drive the local economy and
the return of international visitors and visa holders will further it's growth, particularly in the tourism, education,
hospitality and agricultural sectors.

Gross Domestic Product (GDP) rose 3.4% in the December 2021 quarter as NSW, Victoria and the ACT came out of
extended lockdowns in October 2021. Household spending rose 6.3% in this quarter exceeding pre-pandemic levels
for the first time as lockdown restrictions eased. In line with this recovery in activity, the labour market has also
performed better than expected.

In the year ending June 2021, there were 48,414 jobs in Banyule. Employment grew strongly over the latter part of
2020, and the national unemployment rate declined to 5.1% in December 2021. The unemployment rate in Banyule
dropped to 3.7% in December 2021.

The cash rate is Australia's official interest rate which is currently held at a target of 0.10% by the Reserve Bank of
Australia (RBA). It has remained at this rate since March 2020, with the RBA indicating it is unlikely to lift it until
annual inflation is within the 2-3% target range. The RBA does not forecast a rate rise until 2024.

At the micro level, circumstances within municipalities may influence decisions. These circumstances can include
the general economic condition or likely outcomes for stakeholders (particularly ratepayers) in a municipality. For
example, unfavourable conditions may discourage councils from taking decisions which may unnecessarily impact
on its ratepayers. This may be a valid concern but will need to be balanced against achieving the most cost-
effective return to Council in the medium to long term.

2.3.1 North East Link

There are major Victorian Government transport projects being rolled out in Banyule and we remain committed
to advocating in the best interests of our community. We continue to push for improvements and increased
project scope for the North East Link and the Hurstbridge Line Duplication to enhance the local amenity,
upgrade transport infrastructure, construct shared trails, and improve the connectivity and frequency of
transport services across all modes.

2.3.2 Climate Emergency

Council is firmly committed to working towards carbon neutrality as an organisation by 2028 and zero waste to
landfill by 2030. Among the initiatives Council will be installing more electric vehicle charging stations, LED street
lighting, solar panels and batteries, and making energy efficient enhancements in Council buildings. We are also
continuing to transition our fleet to electric vehicles and plant thousands of advanced trees each year.

With the introduction of a food organics and garden organics (FOGO) service this year (2022/23) thousands of
tonnes of waste from landfill each year will be diverted and will be used to help produce compost for farms,
parks and gardens.

The Victorian Government continues to reform the waste industry and will implement changes to household
recycling, including a fourth bin for glass. While this promotes better recycling and the reuse of products,
providing four separate waste services increases Council costs well above what we can recover through rates.
This is compounded by the Victorian Government's increase to the landfill levy. These rising costs have been
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absorbed by local governments over many years and have now become unsustainable, particularly since
councils have been subject to rate caps.

From 1 July 2022 Council are proposing to separate out the cost of both public waste services and kerbside
waste collection services into two new waste rates. These will appear as individual items on rates notices.

We also continue to fund other ongoing environmental initiatives, including solar system and energy efficient
subsidies, environmental grants, home energy audits, plus host a range of educational workshops. All these
measures are reducing our carbon footprint and making our City more sustainable.

2.3.3 Local jobs creation

Through investing in our substantial capital works program and partnering with other government initiatives,

Council are stimulating the local economy. Combined with the ongoing success of our inclusive jobs and social
enterprises initiatives, we are helping to creating more local jobs in the municipality and transforming lives by
providing opportunities to learn skills, gain experience and improve financial security.

In the year ending June 2021, there were 48,414 jobs in Banyule. The largest employer in the municipality is the
Health Care and Social Assistance industry, making up 36% of all employment, followed by Education and
Training (10%), Retail Trade (9%) and Construction (8%). A considerable proportion of the people who work in
Banyule also live in the area (36%).

2.3.4 Land Fill Levy

Under the State Government's Recycling Victoria waste policy, the landfill levy will increase by 61% by 2022/23.
The Land Fill Levy payable to the State Government upon disposal of waste into landfill results in additional
waste tipping costs. The levy has increased from $9 per tonne in 2008/09 to $105.90 per tonne in 2021/22 and
has added to Council's costs.

Rate ($/T) 2020/21 2021/22 2022/23

Metropolitan- municipal | $85.90 | $105.90 | $125.90

Council's Towards Zero Waste Plan 2019-2023 and the Community Climate Action Plan identified the need to
divert more waste from landfill. In Victoria, about 50% of Councils have changed their services to divert food
waste from landfill. We recently implemented a high-performance Food Organics Garden Organics waste
service to reflect the changes required to meet sector challenges and Council, State and Federal Government
objectives.

In addition, Council propose to alter the rating framework, while remaining within the Fair Go Rate Cap of a
1.75% increase, to separately rate for a public waste service; and for a kerbside waste collection service for
those properties that receive a kerbside waste service. There will be a reduction in general rates income with the
introduction of these two alternate rating methodologies of a public waste rate and a kerbside waste rate.

2.3.5 Maintenance of public assets

Councils across Australia raise approximately 3.5% of the total taxation collected by all levels of Government in
Australia. In addition, Councils are entrusted with the maintenance of more than 30% of all Australian public
assets including roads, bridges, parks, footpaths and public buildings. This means that a large proportion of
Council's income must be allocated to the maintenance and replacement of these valuable public assets in
order to ensure the quality of public infrastructure is maintained at satisfactory levels.
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2.3.6 Cost Shifting

Local Government provides a service to the community on behalf of the State and Commonwealth Government.
Over time the funds received by local governments have not increased in line with real cost increases. Examples
of services that are subject to cost shifting include school crossing supervisors, library services and home &
community care for aged residents. Council continues to monitor services in these areas and advocate to ensure
equity under the 'fair go rates system' rate cap environment.

2.4 Financial Policy Statements and Risk Management

This section defines the policy statements, risk, and associated measures, that demonstrates Council's financial
sustainability to fund the aspirations of the Community Vision and the Council Plan.

2.4.1 Strategic Actions

Council's strategic actions to influence long term financial sustainability include:

e Generate enough cash to fund capital works and meet the asset renewal requirements as outlined by
the VAGO financial sustainability ratios.

e Encourage more operational innovation to enhance operating activities and control expenditure at levels
that can consistently support the funding requirements of the capital works program and provision of
quality services.

e Support the growth of non-rate revenue to achieve greater diversification of the current revenue base
and provide flexibility within which to better manage rate revenue increases to within the rate cap.

e Balance meeting the ongoing core service needs of our community, expectations and quality of delivery
with the ongoing achievement of long-term financial sustainability.

¢ Delivery of a revenue and rating plan based on stability, equity, efficiency and transparency.
o Delivery of a debt management strategic plan to ensure decisions and opportunities can be

accommodated within a context of responsible, sustainable financial management.

Banyule City Council is in a strong financial position under this Financial Plan. Council expected to deliver a
surplus in the 2021/22 financial year and generated consistent cash from operations. Total gross debt is at its
low level in five years and this Financial Plan demonstrates that the financial management principles can be
maintained in the long term.

Banyule's Financial Plan provides Council with the ability to plan for a strong financial future and manage its
enterprise (internal) and strategic (external) financial risks. The actions outlined in the Plan provide direction
where Council will continue to maximise its current financial position while continuing to explore other revenue
and expenditure opportunities to guarantee the delivery of quality services and community infrastructure.

Council will continue to implement strategies and actions that address concerns of our community, organisation
and management and measure success through utilising key financial sustainable ratios. These ratios assist to
monitor and highlight issues for appropriate discussion and decision making throughout the planning process.

2.4.2 Sector influences

The Key Sector Influences continue to guide the organisation in planning for a sustainable future and include:

e Major projects and project management
e Environment

e Advocacy / engagement
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e Urban development and transport
e Governance and reform

e Employment pathways and social enterprise.

2.4.3 Risk Management

Significant work has been undertaken in relation to Council's Risk Management Framework and ongoing
consideration of risk - particularly in reference to Council's consideration of Strategic and Enterprise risks.

Strategic Risks are the risks where Council has little to no control or influence over the risk materialising.
Strategic Risk focuses on uncertainty - they are risks where the causes are external to the organisation that, if
they were to occur, would be serious enough that a change in strategic direction may be required. Conversely,
Enterprise risk focuses on those risks where Council has significant control/influence in relation to the risk
materialising.

The Strategic Risks identified by Council are:

1) Increase in the number and/or severity of climate influenced major disaster events impact Council's ability to
deliver services and infrastructure and increasing the burden on Council to support the community.

As the climate changes, modelling has predicted an increase in the number and severity of natural
disaster events. This may require changes to Council's strategy in relation to increased requirements for
new builds; consideration of zoning restrictions as well as the types of services offered by Council during
disaster events. This risk takes account of Council's ability to deliver services and infrastructure as well as
the increased burden on resources that will be required in order to provide adequate support to the
community.

2) State/Federal major projects do not adequately factor in local amenity and connectivity needs resulting in
substandard outcomes for the community.

The North East link Project and the new rail project do bring significant potential opportunities, but they
may also result in impacts on Council that need to be managed through, and beyond, the projects.

3) Technology advances more rapidly than Council can adapt its services and infrastructure resulting in
substandard customer service and delivery.

Technology is advancing rapidly, which may require additional services and/or infrastructure. If Council
is unable to adapt to these changing needs in a timely manner, community dissatisfaction could
increase.

4) External financial challenges such as rate capping impact Council's ability to deliver quality services and
infrastructure.

Any significant extension of, or changes to the current rate-capping regime may see significant impacts
in relation to Council's ability to provide services, particularly if the rate increases do not grow at the
same pace as Council's operating costs.

5) Changes to Federal and/or State legislation and regulations are not adequately managed by Council resulting
in non-compliant operations.

Such changes (e.g. FOGO/new Local Government Act) can result in a significant cost impost to Council
that is not necessarily covered by increases. These changes (particularly when they occur relatively close
to each other in terms of implementation) can have a significant impact on Council's strategy.

6) Global incident (e.g. pandemic/economic downturn) significantly impact Council operations as well as the
community and local businesses.

Any significant downturn in the economy will have a significant impact on Council in terms of potential
increase in demand for services; increased instances of rates in arrears, etc. This risk also takes account
of global incidents such as a pandemic which can see a short-medium term impact on businesses and
the wider community.
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7) Changes in demographics across the local government area are not properly considered and planned,
resulting in inefficient long-term resource allocation.

With the new road and rail projects to be completed in the next few years, the appeal of Banyule LGA as
a place to live is likely to increase. With that may come a change in the demographic across Banyule. This
may result in current services being over and/or underutilised and/or required services not available.
This could see a significant change to Council's structure/strategy and long-term community plans.

Some of the above strategic risks have been outlined within this section and how they may influence this
Financial Plan. Generally, Section 2 of this Financial Plan provides more specific details of these strategic risks
such as population growth, rate capping, reliance on supplementary rates and financial assistance grants and
other grant funding from the State and Federal Governments. These in turn have influenced several
assumptions made in section 2.5 below on income generation.

The Enterprise Agreement (EA) is currently in negotiation and remaining competitive within the labour market to
recruit the skilled specialists has been challenging.

Council has an ongoing obligation to fund any investment shortfalls in the Defined Benefits Scheme. The last call
on Local Government was in the 2012/13 financial year where Council was required to pay $9.12 million to top
up its share of the Defined Benefits Scheme. The amount and timing of any liability is dependent on the global
investment market.

Councils have a duty of care in the context of climate change adaptation that is recognised in law. The Victorian
Government outlines how failure to act may leave your council open to claims of negligence. Acting on climate
change is no longer optional.

The Environment Protection Agency (EPA) regulation has a sustained impact on Council with regards to
compliance with existing and past landfills sites. Waste disposal costs are also impacted by industry changes
such as increasing EPA landfill levies and negotiation of contracts e.g. recycling sorting and acceptance.

And as already noted above the Coronavirus Pandemic (COVID-19) has presented a fast-evolving significant
challenge to businesses, households, and the economy worldwide.

In preparing this Financial Plan, several Council identified Strategic and Enterprise risks have been taken into
consideration as outlined throughout section 2. Council is relatively well position to meet these risks, but
additional strategies and measures may be required in the future depending on the magnitude of these risks.
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2.5 Assumptions to the financial plan statements

2.5.1 Assumptions

This section presents information regarding the assumptions to the Comprehensive Income Statement for the
10 years from 2022/23 to 2031/32. The assumptions comprise the annual escalations / movement for each line
item of the Comprehensive Income Statement.

The projections are based on known information at a point in time. The assumptions used for income
and expenditure are:

The average annual rate increase matches the projected rate cap e.g. 1.75% for year 1.

The annual increase of Grants, User Fees & Charges, Statutory Fees & Charges, Contribution income,
Rental Income and Other Income match projected CPI.

Interest income is based on predicted cash flows, cash balance and investment returns. The interest rate
returns are predicted to remain low with a return aligned to CPI.

The assumption for Council's Employee Benefit expenditure is based on 25 basis points less than Rate
Cap, and an additional 0.50% has been included each year for natural banding level increments.

The super guarantee rate increased to 10.00% on 1 July 2021 and continue increase by 0.50% increments
each year until it reaches 12.00% by 1 July 2025. For 2022/23 the rate will be 10.50%.

A superannuation call has not been factored into this plan.
Other expenses are assumed at 25 basis points less than CPI.

Utility charges increase more than CPI, but there is an assumed reduction on usage.

2.5.2 Rates and charges

Base rate revenue will increase by 1.75% for the 2022/23 year, based on the state government rate cap, with
estimated future annual increases as per the table below. In addition, it is expected that during the 2021/22 year
a further increase of $0.7 million per annum will be received for growth (additional properties) as a result of
supplementary rates.
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Projection Y1 Y2 Y3 Y4 Y5 \(3 \ ) Y8 Y9 Y10
222/23 23/24 24/25 25/26 26/27 27/28 28/29 29/30 30/31 31/32

CPI 1.75% 2.25% 2.50% 2.50% | 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

Rate Cap 1.75% 2.25% 2.50% 2.50% | 2.50% 2.50% 2.50% 2.50% 2.50% 2.50%

These indicative rates are predicated on a rate capping environment and not indicative of maintaining all
Council's services at their current level.

Banyule will continue to revisit these figures when further information is received from the State Government
on the extent of rate capping, this will be then matched with the community's desire to maintain current service
levels versus a reduced rate environment.

Supplementary rates are additional rates received after the budget is adopted each year, for the part of the year
when a property value increases in value (e.g. due to improvements made or change in land class), or new
residents become assessable. Importantly, supplementary rates recognise that new residents require services
on the day they move into the municipality and Council is committed to providing these. Supplementary rates
income is based on historical and forecast data and is set at anticipated levels.

A waste rate will be introduced in 2022/23 for waste recovery as part of the rating framework as outlined in the
Revenue and Rating Plan. The rating framework includes a separate rate for Public waste services; and kerbside
waste collection services for those properties that receive a kerbside waste service.

To offset the introduction of waste rates, general rates will be reduced. In 2022/23 the total financial impact will
be revenue neutral across the ratepaying base.

2.5.3 Fees and Charges

Fees and Charges are the second major source of revenue for Council and represent in the Budget 2021/22
17.42% of total revenue. It is predicted that there will be a slow recovery from the financial impact from COVID-
19 where fees and charges originally represented approximately 20% of total revenue.

In this Financial Plan, Council's strategy is to increase the total revenue generated from user fees by at least
equal to CPI. Council has discretion in setting these fees and has identified the importance to generating more
revenue to cover the enterprise agreement and banding increment cost increases and other expenditure
management challenges.

Fees and Charges fall into two broad categories; statutory fees and fines and user fees.

2.5.3.1 Statutory fees and fines

Statutory Fees & Charges are fixed by statute and can only be increased in line with the annual increases
announced by State Government.

The Financial Plan indexes statutory fees, set by legislation, according on the estimated annual rate of CPI. This
is often a best-case scenario given some fees are outside of the control by Council and therefore may be subject
to increases less than CPI.

2.5.3.2 User fees

The balance of fees and charges are discretionary in that Council can levy the amount it believes is equitable for
each service/item. Council in its determination of user fee increases has taken into consideration the needs and
accessibility of the community; demand for the service, pricing and cost to sustain a viable service.
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Community fees are fees where no competition for the service exists. The services provided aim to strengthen
capacity and connections to build healthy and strong communities. Council aim to encourage greater
participation across the municipality and maintain sustainable community affordability by keeping these fees
low.

Commercial fees represent 66% of Council's user fees. The fees for these services are predominately provided
to commercial clients, or for the services operating under a commercial environment and have been maintained
where possible to reflect CPl increases, to balance cost recovery, competitive pressures and council's financial
sustainability objectives.

Details of user fees for the 2022/23 budget year can be found in Council's schedule of Fees and Charges that is
adopted in conjunction with the budget. Revenue increases for the ensuing years are based on a conservative
annual rate in line with CPI.

The increase in fees and charges revenue will need to be balanced with the appropriate utilisation of services to
ensure demand in services is maintained and increased where practical.

2.5.4 Grants

Council currently receives grants for tied (specific purpose grants) and un-tied Financial Assistance grant funding
received via the Victorian Local Government Grants Commission (VLGGC). Operating grants are expected to
increase on an annual basis by CPI.

Financial Assistance Grants are the largest source of government funding to Council (through the annual
Victorian Grants Commission allocation). The overall state allocation is determined by the Federal Financial
Assistance Grant and grant funding is limited to the minimum increase assessible to Council.

2.5.5 Contributions

Contributions relate to monies paid by property developers towards public open space and developer
contribution plan monies paid by local sporting clubs/organisations to contribute towards capital works projects
and contributions to other operational programs. In October 2019 Banyule commenced its Developer
Contribution Plan.

Contributions represent funds to enable council to provide the necessary infrastructure and infrastructure
improvements to accommodate development growth. The contributions are for specific purposes and often
require Council to outlay funds for infrastructure works often before receipt of this income source. These
contributions are statutory contributions and are transferred to a restricted reserve until utilised for a specific
purpose through the capital works program or delivered as works in kind by developers.

2.5.6 Other income

Revenue from other income mainly comprises investment income plus the recovery income from a variety of
sources and rental income received from the hire of Council buildings.

2.3.6.1 Interest Income

Interest income is predominantly made up of the interest received on Council's cash holdings. With interest
rates at historical lows, the income generated from investments has declined over time placing pressure on
other sources of income to fund operations.

An Investment Strategy and Policy have been developed and approved. Council will have implemented this
strategy and commenced reporting and monitoring of the outcomes during 2022. It is expected that the
investment return on overall portfolio will achieve its target i.e. CPI+2.50% outlined in the strategy.
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2.3.6.2 Rental Income

Rental income for all residential and commercial properties is expected to increase at contracted rates or CPIl in
2021/22. Rental Income represents 1.62% of Council's income budget.

2.3.6.3 Developer Contribution Scheme (DCP)

A DCP is a financial management tool to help fund Council's capital works commitment for projects that service
a community's changing profile. Because Banyule has an established community, only a portion of total project
cost can be allocated to a DCP and paid by developers.

A DCP enables Council to require developers to pay a contribution. In most instances, the need for payment is
triggered by a planning permit condition. For smaller developments, like extensions to shops and offices,
payment can be triggered by a building permit only. Contributions are then paid before a Statement of
Compliance is given for land subdivision or before a building permit can be issued.

Development contributions fall into two categories, these are for:

e Development Infrastructure required for basic community health, safety or wellbeing. This includes to
roads, paths and drains.

e Community Infrastructure. This includes construction of buildings or facilities that will be used for
community or social purposes.

2.5.1 Employee costs

The assumption for Council's Employee Benefit expenditure is based on 25 basis points less than Rate Cap, and
an additional 0.50% has been included each year for natural banding level increments.

The super guarantee rate increased from 1 July 2021 to 10%, increasing by 0.50% increments each year until it
reaches 12.00% by 1 July 2025.

A superannuation call has not been factored into this plan.

In addition, under the Statement of Human Resources (section 3.6) The Equivalent Full Time (EFT) is remained
stable after Year 4. The split between Female, Male and Self-described gender is generally based on current
categories. Council is committed to boosting diversity (gender, race, disability) in our staff recruitment and
engagement practices. The first Workforce Plan for Council was developed and adopted by 31 December 2021.
The newly adopted Workforce Plan is anticipated to influence the future Financial Plans.

2.5.8 Materials and services

Material costs include items required for the maintenance and repairs of Council buildings, roads, drains and
footpaths which are more governed by market forces based on availability than CPI. Waste disposal is included
in this category and the increases in the landfill levy will have a direct impact on Council's costs to collect
kerbside waste and the fee charged by the Waste Recovery Centre.

Other associated costs included under this category are materials and consumable items for a range of services,
insurances, and motor vehicle operating costs. Council also utilises external expertise on a range of matters,
including legal services, consultants, contractors and auditors.

These costs are kept to within CPI levels where possible and according to specific contract agreements with
service providers.
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2.5.9 Depreciation & amortisation

Depreciation estimates have been based on the projected capital spending contained within this Financial Plan
document. Depreciation has been further increased by the indexing of the replacement cost of Council's fixed
assets.

2.5.10 Borrowing costs

Borrowing costs comprise the interest expense to service Council's loan portfolio that is described in Section 5.1
Debt Management Strategic Plan.

2.5.11 Other expense categories

Other expenses are assumed at 25 basis points less than CPI. Utility charges increase more than CPI, but there is
an assumed reduction on usage.

2.5.12 Working Capital

The V-Shape in working capital over the 10 years reflects the capital investment to growth assets, i.e. properties,
based on the suggested investment portfolio to enhance our overall returns. Implementing the adopted
investment strategy is estimated to hold $40m of property investment as 50% of the investment portfolio. The
Investment Strategy will be reviewed each year with specific reference to the Council's Strategic Plans. This will
reaffirm the allocation of the investment portfolio to the risk bands and the split between defensive and growth
assets.

2.6 Other Matters impacting the 10-year financial projections

Council will continue delivering quality and inclusive services to the community that offer value for money and
respond to community needs; lead on environmental sustainability; invest in infrastructure and community
facilities that service our community today and for future generations; plan for our growing City addressing
development, transport, open space and diversity; and maintain our public and open spaces and preserve
neighbourhood character.

To help us to deliver on these main focus areas and important initiatives above Council will work in partnership
with the community; engage with our community to ensure they are well informed and represented and
meaningfully involved in decision making; encourage community participation and inclusion to provide
opportunities for all; and advocate for our community to improve services, infrastructure and social outcomes.

2.6.1 Rates Burden

Council has developed a Revenue and Rating Plan. In 2015 the state Government introduced the 'Fair Go Rates
System' (FGRS) which sets out the maximum amount councils may increase rates in a year. The FGRS cap is set
at 1.75% for 2022/23.

The cap applies to both general rates and municipal charges and is calculated on the basis of council's average
rates and charges. local government expenditures can be highly variable due to the nature of capital works
programs, damage to infrastructure assets from fire, storms and flood and related increased service needs,
operating costs being subject to increases significantly beyond CPI (such as materials), cost shifting between
levels of government and other one off impacts such as calls to fund unfunded superannuation liabilities.
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While some of these costs may be supported by other forms of funding such as grants, in the absence of
matching revenue streams, entities must resort to alternative funding avenues. To assist Council to better
manage the State Government Waste reforms a kerbside waste collection service and public waste services will
be removed from general rates and be levied as two separate waste service rates. This will be introduced in
2022/2023 through the Revenue and Rating Plan 2022-2026.

2.6.2 Debt Levels

Borrowing is generally regarded as an appropriate means of funding an enterprise. For councils this is because
they do not have a fixed capital base and funding needs will be likely to exceed cash reserves at various times.
Funding for councils, as for other public sector levels, can be particularly beneficial given the security of councils'
income streams and therefore ability to service debt. This security translates into generally lower servicing costs
making debt more attractive (compared to other types of entities) as a funding source.

Councils do not have recourse to capital, other than in the form of accumulated surpluses. Apart from fees and
charges which contribute to Council operations generally, debt provides a buffer to assist in maintaining stable
rating. The funding structure of a Council should reflect its existing and planned cash requirements. Planned
cash requirements should be based on an entity's strategic plans, existing financial position and budgeted and
forecast cash flows.

Borrowings are recognised as a legitimate and responsible financial management tool when used for
appropriate purposes and in appropriate circumstances. In this Financial Plan Council is seeking to obtain
additional funds in 2022/2023 as part of the Community Infrastructure Loan Scheme run be the Victorian
Government of $6.30 million as part of the Capital Works Program funding. The loan interest rates are expected
to be lower than our interest earnings and it is in Council's financial interest to bid for this loan funding to
support our investment in new community program infrastructures.

2.6.3 Working Capital

Revenues from the sale or provision of goods and/or services (such as rates, user charges etc) are generally
perceived as funding operating expenditure, although ideally generating surpluses for distribution to owners
and/or to provide flexibility for future funding needs and thereby contributing to accumulated surpluses and
cash reserves. Capital can be invested by the owners of an entity to fund the start or some subsequent part of
an enterprise. This type of funding is not available to local government. Capital can also be accumulated over
time through surpluses which result in increases in the value (net assets) of the business. However, accumulated
surpluses do not necessarily represent cash surpluses available for investing in capital works. The use of this
source of funds (internal funding) needs to be managed carefully to ensure "working capital" (that is available
cash) is maintained at appropriate levels to fund day to day operations.

2.6.4 Renewal of Infrastructure

Asset management policies and plans will assist in ensuring expenditure aimed at retaining (renewal) or
enhancing (upgrade) infrastructure assets occurs at the optimum. Delays in building, renewing and upgrading
infrastructure can result in this expenditure not being incurred at a time which minimises the cost

The planned capital expenditure will need to be increased when implementing the Community Climate Action
Plan to achieve Zero net emissions by 2040. In addition, any additional demands for Major Projects will be a
challenge to funding within current operational surpluses.

The associated costs of new assets will require additional maintenance and management and Council will need
to factor these costs into the future operational costs of Council.

Ordinary Meeting of Council - 11 April 2022 Page 117



Item: 8.2 Attachment 1: Banyule City Council Revised 10 Year Financial Plan 2022-32

2.6.5 COVID-19 Business Impact

Council has throughout 2020-2022 monitored the COVID-19 business impacts. The effects on the economy
including Councils' various services and business are seeing a slow but steady financial recovery.

2.6.6. Cash Reserves

Council has significant cash reserves that are also used to fund a variety of capital projects. These reserves are
either 'statutory' or 'discretionary' cash reserves. Statutory reserves relate to cash and investments held by
Council that must be expended on a specific purpose as directed by legislation or a funding body, and include
contributions to car parking, drainage and public reserves and recreation.

Discretionary cash reserves relate to those cash and investment balances that have been set aside by Council
and can be used at Council's discretion, even though they may be earmarked for a specific purpose.

e Council has allocated a yearly optimal closing cash of $70m to support long-term sustainability and to
provide a strong liquidity position for viability and solvency. It should also be noted that the cash balance
may be needed in the future to accommodate the possibility of a superannuation liability call for the
defined benefit members. A superannuation call has not been factored into this draft Financial Plan.

e The cash generated from Council's operating activities is estimated to be approximately $37m over the
course of the next 10 years, the projected cash balance including the financial investment is to be
$109.72m at the end of 2031/32.

2.6.1. Capital works and major initiatives

Capital works and major initiatives are an essential component of a financial plan as it provides an indicator of
the necessary financial commitment which would adequately sustain Council's asset base in future years.
Securing a reliable funding resource for the programs is a key step for Council under the environment of rate

capping.
Under the rate capping environment Council has continued to invest generously in its capital works and
initiatives program. To continue to support sustainable development on major capital and initiative projects,

Council will also seek to maximise external funding opportunities, such as applying for government grants and
draw on cash reserves accumulated over the years.
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3. Financial Plan Statements

This section presents information regarding the Financial Plan Statements for the 10 years from 2021/22 to
2030/31.

e Comprehensive Income Statement
e Balance Sheet

e Statement of Changes in Equity

e Statement of Cash Flows

e Statement of Capital Works

e Statement of Human Resources

3.1 Comprehensive Income Statement
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3.2 Balance Sheet
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3.3 Statement of Changes in Equity

Total Accumulated Revaluation Other
Surplus Reserve Reserves
$000 $000 $000 $000

2022 Forecast Actual
Balance at beginning of the financial year 1,763,278 526,498 1,199,754 37,026
Surplus/(deficit) for the year 8,434 8,434
Transfers to other reserves - (16,851) - 16,851
Transfers from other reserves - 38,340 - (38,340)
Balance at end of the financial year 1,771,712 556,421 1,199,754 15,537
2023 Budget
Balance at beginning of the financial year 1,771,712 556,421 1,199,754 15,537
Surplus/(deficit) for the year 14,194 14,194 - -
Transfers to other reserves - (59,006) - 59,006
Transfers from other reserves - 30,536 - (30,536)
Balance at end of the financial year 1,785,906 542,145 1,199,754 44,007
2024
Balance at beginning of the financial year 1,785,906 542,145 1,199,754 44,007
Surplus/(deficit) for the year 3,553 3,553 - -
Transfers to other reserves - (38,850) - 38,850
Transfers from other reserves - 24,142 - (24,142)
Balance at end of the financial year 1,789,459 530,990 1,199,754 58,715
2025
Balance at beginning of the financial year 1,789,459 530,990 1,199,754 58,715
Surplus/(deficit) for the year 2,846 2,846 - -
Transfers to other reserves - (18,413) - 18,413
Transfers from other reserves - 15,724 - (15,724)
Balance at end of the financial year 1,792,305 531,147 1,199,754 61,404
2026
Balance at beginning of the financial year 1,792,305 531,147 1,199,754 61,404
Surplus/(deficit) for the year 4,903 4,903 - -
Transfers to other reserves - (23,295) - 23,295
Transfers from other reserves - 13,287 - (13,287)
Balance at end of the financial year 1,797,208 526,042 1,199,754 71,412
2027
Balance at beginning of the financial year 1,797,208 526,042 1,199,754 71,412
Surplus/(deficit) for the year 5,581 5,581 - -
Transfers to other reserves - (13,586) - 13,586
Transfers from other reserves - 11,639 - (11,639)
Balance at end of the financial year 1,802,789 529,676 1,199,754 73,359
2028
Balance at beginning of the financial year 1,802,789 529,676 1,199,754 73,359
Surplus/(deficit) for the year 5,955 5,955 - -
Transfers to other reserves - (13,882) - 13,882
Transfers from other reserves - 9,213 - (9,213)
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Accumulated Revaluation Other

LGzl Surplus Reserve Reserves

$000 $000 $000 $000
Balance at end of the financial year 1,808,744 530,962 1,199,754 78,028
2029
Balance at beginning of the financial year 1,808,744 530,962 1,199,754 78,028
Surplus/(deficit) for the year 6,541 6,541 - -
Transfers to other reserves - (14,188) - 14,188
Transfers from other reserves - 9,939 - (9,939)
Balance at end of the financial year 1,815,285 533,254 1,199,754 82,277
2030
Balance at beginning of the financial year 1,815,285 533,254 1,199,754 82,277
Surplus/(deficit) for the year 7,461 7,461 - -
Transfers to other reserves - (14,497) - 14,497
Transfers from other reserves - 8,256 - (8,256)
Balance at end of the financial year 1,822,746 534,474 1,199,754 88,518
2031
Balance at beginning of the financial year 1,822,746 534,474 1,199,754 88,518
Surplus/(deficit) for the year 7,751 7,751 - -
Transfers to other reserves - (14,818) - 14,818
Transfers from other reserves - 11,847 - (11,847)
Balance at end of the financial year 1,830,497 539,254 1,199,754 91,489
2032
Balance at beginning of the financial year 1,830,497 539,254 1,199,754 91,489
Surplus/(deficit) for the year 8,336 8,336 - -
Transfers to other reserves - (15,144) - 15,144
Transfers from other reserves - 10,400 - (10,400)
Balance at end of the financial year 1,838,833 542,846 1,199,754 96,233
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3.4 Statement of Cash Flows
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3.5 Statement of Capital Works
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3.6 Statement of Human Resources
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3.1 Planned Human Resource Expenditure
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4. Financial Performance Indicators

4.1 Victorian Auditors-General's Office (VAGO)

Practicing sound financial management is subjective in nature and requires consideration and balancing of
competing imperatives. Objective guidance is available in several forms such as generation of surpluses,
strength of the balance sheet and cash generated by an enterprise.

The Victorian Auditor-General's Office (VAGO) assesses all Victorian councils annually against six criteria related
to financial sustainability. To understand further the way in which the VAGO ratios are calculated refer to their
website: https://www.audit.vic.gov.au.

4.2 Local Government Performance Reporting Framework (LGPRF)

The Victorian Government has a reporting framework to ensure that all Councils are measuring and reporting
on their performance in a consistent way. The framework became mandatory from 1 July 2014. The framework
is made up of 59 quantitative measures and 24 qualitative measures which build a comprehensive picture of
Council performance. Council's Financial Plan focuses on the Financial Performance Indicators (of which there
are 11 quantitative measures).

The 11 financial indicators cover key financial objectives. These indicators provide relevant information about
the efficiency, effectiveness and economy of financial management in local government.

Financial Subarea Definition

Operating position | Measures whether a council can generate an adjusted underlying

surplus

Liquidity Measures whether a council can generate sufficient cash to pay bills
on time

Obligations Measures whether the level of debt and other long-term obligations

is appropriate to the size and nature of the Council's activities

Stability Measures whether a council can generate revenue from a range of
sources
Efficiency Measures whether a council is using resources efficiently

The Financial Performance Indicators provide relevant information about the effectiveness of financial
management and an overall assessment of the long-term financial sustainability of Council.

Council has also previously forecast its financial sustainability on the Victorian Auditor-General's Office (VAGO)
indicators, and will continue to do so, as they provide another level of financial sustainability assurance.

The Financial Performance indicators from the framework are outlined below. The following table highlights
Banyule City Council's projected performance across a range of key financial performance indicators. These
indicators provide an analysis of Council's 10-year financial projections and should be interpreted in the context
of the organisation's objectives and financial management principles.

e The revised 10 year financial plan highlights the healthy financial position of Council and a funded capital
works and major initiatives program over the next 10 years.
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e Funding of the capital works program will continue to be delivered through operational funding and
reserves (e.g. Innovation, efficiencies in operations, along with enhanced revenue generating major
initiatives). Funding for major projects and initiatives currently outside 4-year cycle will need to be supported
from future strategic property initiatives, grants and third-party funding to maintain a financial sustainable
position over the next 10 years.

Key to Forecast Trend:
+ Forecasts improvement in Council's financial performance/financial position indicator
o Forecasts that Council's financial performance/financial position indicator will be steady

- Forecasts deterioration in Council's financial performance/financial position indicator

4.3 Disclosure Required (LGPRF)

4.3.1 (OP1) - Adjusted Underlying Result

The underlying surplus as a percentage of adjusted underlying revenue

This is an indicator of the sustainable operating result that is required for Council to continue to provide its core
services and meet its objectives. COVID-19 pandemic has continued from into 2020/21 and has had a negative
financial impact on Banyule's results for 2020/21 as Council services adjusted to meet restrictions and the
Banyule Economic Support Package came into effect.

4.3.2 (L1) — Working Capital

Current assets as a percentage of current liabilities

Working Capital is an indicator of how easily Council can cover its liabilities that are to fall due over the next 12
months. Council is expected to remain in a strong working capital position. The slight reduction in 2020/21 is
due to a loan liability moving from non-current to current as it falls due for repayment in 2021/22.
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Results in following years, which include property sales expected in 2022/23 will return current assets and
working capital to previous strong levels, although reducing over the 10 years.

4.3.3 (L2) - Unrestricted Cash

Unrestricted cash as a percentage of current liabilities

This is an indicator of the broad objective that sufficient cash is free of restrictions and available to pay bills as
and when they fall due. Council's liquidity position will continue at a high level, reflecting our continued
sustainable financial operations, although reducing gradually over the years.

Iltems which are restricted under the definition are:

trust funds and deposits

statutory or non-discretionary reserves

cash held to fund carry forward capital works

conditional grants unspent

Term deposits with an original maturity of greater than 90 days (i.e. other financial assets) are also considered to
be restricted under this definition.

4.3.4 (02, 03) - Loans and Borrowings

Interest bearing loans and borrowings as a percentage of rate revenue and Interest and principal repayments
on interest bearing loans and borrowings as a percentage of rate revenue

The trend of these indicators reflects Council's reducing reliance on debt. Council will continue to pay down
existing debt while rate revenue will continue to rise in line with the rate cap. The trend has accelerated in
recent years as a result of Council's debt reduction strategy. This accelerated repayment includes a large
payment to complete one of our loans in October 2021. There is a slight increase in loans and borrowings in
2022/23, associated with Council's expected application for a loan as part of the Victorian Government's
Community Infrastructure Loan Scheme, which provides local governments access to very low interest,
subsidised loans to help fund infrastructure projects.

4.3.5 (04) - Indebtedness

Non-current liabilities as a percentage of own source revenue.

This is an indicator of the broad objective that the level of long-term liabilities should be appropriate to the size
and nature of a Council's activities. Low or decreasing level of long-term liabilities suggest an improvement in
the capacity to meet long term obligations.

4.3.6 (05) — Asset Renewal

Asset renewal and upgrade expense compared to deprecation assesses whether council spending on assets is
focused on purchasing new assets or renewing and upgrading existing ones.

This indicator shows the extent of Council's asset renewal expenditure against its depreciation charge.

Assessment of whether council assets are being renewed or upgraded as planned. It compares the rate of
spending on existing assets through renewing, restoring, replacing or upgrading existing assets with
depreciation. Ratios higher than 1.0 indicate there is a lesser risk of insufficient spending on Council's asset
base.
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4.3.1 (S1) - Rates Concentration

Rate revenue as a percentage of adjusted underlying revenue

This indicates the extent of reliance on rate revenue to fund all of Council's ongoing services. This trend
indicates Council's reliance on rates is holding relatively steady.

4.3.8 (S2) - Rates Effort

Rate revenue as a percentage of the capital improved value of rateable properties in the municipality

This is an indicator of the broad objective that the rating level should be based on the community's capacity to
pay. Low or decreasing level of rates suggest an improvement in the rating burden for ratepayers.

Note: Council policy is not to estimate future movements in property values and assume that they will hold
steady from the most recent CIV figures.

4.3.9 (E2) - Expenditure Level

Total expenses per property assessment

This is an indicator of the broad objective that resources should be used efficiently in the delivery of services.
Low or decreasing level of expenditure suggests an improvement in organisational efficiency.

4.3.10 (E4) - Revenue Level

The average rate revenue per property assessment

This is an indicator of the broad objective that resources should be used efficiently in the delivery of services.
Low or decreasing level of rates suggests an improvement in organisational efficiency.
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b. Strategies and Plan

This section describes the strategies and plans that support the 10-year financial projections included to the
Financial Plan.

5.1 Borrowing Strategy

5.1.1 Current Debt Position

Council's debt management strategic plan responds to Council's strategic direction and considers Council's
long-term financial sustainability.

The debt management strategic plan addresses the following matters:
e The legislative framework
e Linkage to the Proposed Council Plan
e Sound financial management principles
e Current level of debt
e Forecast sustainability ratios.

The total amount borrowed as at 30 June 2022 was $20.81 million.

Banyule City Council significantly increased its debt levels between 2009 - 2013 to $60m due to an increased
level of strategic property acquisitions and expanding capital expenditure. The Financial Plan contains forecasts
that this debt will be reduced to $7.26 million by 30 June 2032.

The amount of debt includes an additional $6.30 million projected borrowing in 2022/23 to help fund the
redevelopment of the Rosanna Library and Precinct upgrade. Council intends to apply for a loan as part of the
Community Infrastructure Loan Scheme run by the Victorian Government. This scheme allows local
governments to access low-interest subsidised loans to support the funding of community infrastructure. The
interest rate on borrowing is anticipated to be lower than our cost of funds and therefore in our financial
interest to take on the loan.

5.1.2 Future Borrowing Requirements

The following table highlights Council's projected loan balance, including new loans (Proposed Community
Infrastructure Loan Scheme) and loan repayments for the 10 years of the Financial Plan.

5.1.3 Performance Indicators

Council maintains its loan borrowing within prudent and management limits as demonstrated by the following
performance indicators.
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9.2 Reserves Strategy

5.2.1 Current Reserves

Council maintains reserves of separately identified funds to meet specific purposes in the future and for which
there is no existing liability. These amounts are transferred to and from the accumulated surplus. Two of these
reserves are statutory reserves, meaning that the funds must remain available for a specific purpose (public open
space and off-Street car parking).

The remaining reserves are discretionary and while not restricted, Council has made decisions regarding the future
use of these funds and unless there is a Council resolution, these funds should be used for those earmarked
purposes.

Provisions such as annual leave and long service leave are not held separately in a cash reserve. These amounts are
held as an intended allocation with the accumulated surplus balance. Although these funds are not externally
restricted, they have been allocated for specific future purposes by Council.

Council had the following Reserve Accounts:

e Public Open Space Reserve (Restricted)

o Off Street Parking Reserve (Restricted)

e General Reserve (including Debt Redemption) Reserve
e Plant and Equipment Reserve

e [T Equipment Reserve

e BPl Investment Reserve

e Asset Renewal Reserve

e Strategic Properties Reserve

e Car Parking Meters Reserve

e Environment Reserve (new)

The recommended purpose of each Reserve is set out as follows:

9.2.1.1 Public Open Space Reserve:
The Public Open Space Reserve is a Statutory Reserve, with the income being determined by legislation.

Property developers are required to contribute 5% of the property development cost into the Public Open Space
Reserve.

Expenditure from this Reserve must continue to be of a "public open space" nature, like parks,
parklands/reserves, playground equipment, etc. to satisfy the requirements of the legislation.
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9.2.1.2 Off Street Parking Reserve:
The Off Street Parking Reserve was a Statutory Reserve and the income was controlled by legislation.

The funds were received from developers when additional shops went into local shopping precincts in lieu of
providing the requisite car parking spaces. As of 2009, Council has ceased receiving additional income to fund
this reserve.

9.2.1.3 General Reserve (including Debt Redemption):

This Reserve is a general reserve designed to be used for purposes not covered by the other Reserves including
environmental projects.

In recent years, this reserve has been built up for the purpose of repaying Council's loans when they are up for
review and able to be paid out without penalty.

9.2.1.4 Plant and Equipment Reserve:

The Plant and Equipment Reserve is used to fund the purchase of vehicles (fleet, waste trucks, etc) and some
other items of plant & equipment.

It is funded by an internal charge to each business unit for their vehicles less the running costs for those vehicles
(fuel, repairs, insurance, etc.). In recent years, due to a healthy balance, the Plant and Equipment Reserve has
been used to fund other non-plant types of "equipment".

9.2.1.5 IT Equipment Reserve:

This reserve was created to set aside funds for the replacement of Council's IT Systems & Equipment including
software, hardware and audio-visual equipment.

As the levels of expenditure fluctuate between years a consistent amount is transferred from operating each
year to 'smooth out' the cost of IT systems & equipment.

5.2.1.6 BPI Investment Reserve:
10% of Building Permits and Inspections department's profits are set aside in this reserve.

The express purpose is, for the future investment towards improving BPI's services to remain competitive in a
commercial environment.

5.2.1.1 Asset Renewal Reserve:

The Asset Renewal Reserve was created during 2013. The purpose of this Reserve is to set aside funds to
replace/renew major assets, when required as year to year these costs can fluctuate significantly.

This Reserve is used for the renewal/replacement of major assets, which are outside the scope of the Plant and
Equipment Reserve & Public Open Space Reserve.

9.2.1.8 Strategic Properties Reserve:

The Strategic Properties Reserve was created during 2010. The purpose was to fund dealings in property and
property developments with the express purpose of creating a profit to reduce the amount of income required
to be raised via Rates.
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The Reserve was initially commenced via a Council loan, since then the Reserve has been funded via the sale of
properties, excess to Council needs, and properties developed by Council including the school sites.

This Reserve continues to be used to buy and sell property in order to fund future major projects and to reduce
the amount of income required to be raised by way of rates.

The remaining funds in the reserve can only be used for the express purpose of providing car parking
improvements in the shopping centre areas for which the funds were collected.

9.2.1.9 Car Parking Meter Reserve:

The Car Parking Meter Reserve was opened in during 2013 with the installation of parking meters in several
locations.

Council decided that 2/3rds of the net profit of operating the parking meters be transferred to a newly created
Reserve account. These reserve funds would be used to cover parking improvements and other parking related
expenditure in the suburbs from where it was collected.

5.2.1.10 Environmental Reserve (new):

The purpose of the reserve is to allocate and spend the savings on environmental projects. This reserve has only
recently been established and should not be used for any other purpose.

5.2.2 Reserve Usage Projections

The table below discloses the balance and annual movement for each reserve over the 10-year life of the
Financial Plan. Total amount of reserves, for each year, is to align with the Statement of Changes in Equity.

Restricted reserves are to be included to the disclosure of restricted cash assets
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5.3 Revenue and Rating Plan

The adoption of a Revenue and Rating Plan is a new requirement under section 93 of the Local Government Act
2020. Consultation on the proposed Revenue and Rating Plan 2022-2026 was undertaken in accordance with
Council's Banyule Community Engagement Policy which was adopted in accordance with section 55 of the Local
Government Act 2020.

Banyule City Council's Revenue and Rating Plan 2022-2026 supports the rating principles used to levy rates and
charges, in collaboration with determining the Proposed Budget 2022-2026.

The Revenue and Rating Plan 2022-2026 outlines the framework under which Council will fund services, capital
works and initiatives over the four years that the plan is active. There is a requirement to ensure that services
are financially sustainable.

In funding services, capital works and initiatives, Council operates under restrictions imposed by the Fair Go
Rates System cap and grant allocations from the state and commonwealth government.

Banyule values appropriate commercial and industrial development. However, also acknowledge an increased
impact on our shared infrastructure by these developments. We choose to differentially rate these properties to
ensure an equitable outcome to infrastructure costs across our community.

The existing rating structure comprises six differential rates being: residential improved, residential vacant,
commercial improved, commercial vacant, industrial improved and industrial vacant.

e Itis proposed that that the following rating principles are included in the rating framework:

0 Rates being payable in four instalments only
o0 Maintaining the existing differential rating structure
o Charging five properties under the Cultural and Recreational Lands Act 1963

o To declare through the budget to separate all waste and recycling collection fees from general rates
and create new service rates.

0 Levy aservice rate for the provision of kerbside waste collection services; and
o Levy aservice rate for the provision of public waste services.
0 Levying a Service Charge on non-rateable residential land for the provision on a waste service.
o Not offering any Council concessions
o Not offering any incentives for prompt payment.
o Not levying a Municipal Charge
o Charging penalty interest in accordance with section 172 of the Local Government Act 1989

o Undertaking collections of unpaid rates in accordance with sections 180 and 181 of the Local
Government Act 1989

5.4 Investments

Council has traditionally invested cash reserves in bank term deposit with the major financial institutions in line
with its Investment Policy. Domestic interest rates have been reducing over the past few years and are now at
record low levels.
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An Investment Strategy has recently been developed by Council. Once fully implemented the financial return
outcomes will be updated from current projects. Banyule is also currently invested in several established
properties generating commercial returns and several properties which require further investment. Good
financial management requires considered assessment of the risks and benefits of investments.

5.4.1 Strategic Property Acquisition

Council, from time to time, may acquire property assets that are deemed to increase its ability to:

e Investinto an appreciating asset that can:
o Generate appropriate rental revenue
o Deliver a growth in value
0 Berealised at a future pointin time.
e Increase and provide pathways for property consolidation or growth
e Enable a diversification of its property portfolio
¢ Influence and shape occupancy that leads to social and economic development outcomes

e Provide for catalyst planning outcomes that demonstrate leadership underpinned by broad community
support

The general principles that will guide Council's acquisition methodology are to:
e Provide a financial return and a community benefit to Council
e Ensure the best use of existing, underutilised and/or surplus assets
e Complement and augment existing planning policy framework aspirations
e Lead best practice and high-quality planning outcomes

e Stimulate local investment and infrastructure

9.4.2 Strategic Property Sales

From time to time, Council will evaluate its property portfolio to establish the suitability of its assets to deliver
operational services to the community.

Property assets may be held for operational and non-operational reasons. Council holds and manages property
assets as a means of responding to and providing for the evolving needs of the community. Operational
property holdings provide value via service delivery. Non-operational property is generally acquired or held for
income generation.

The disposal of property assets in Banyule are governed by the Guidelines for the Sale and Exchange of Council
Land. Council has agreed the following principles for property disposal:

e The sale or exchange of Council Land must comply with the provisions of the Act

e The sale of Council Land should be conducted through a public process (i.e. public auction, public tender
or by registration of expressions of interest), unless circumstances exist that justify an alternative
method of sale, for example the sale or exchange of Council Land by private treaty. Council should
explain to the community the circumstances which led to its decision to use an alternative method of
sale in the interest of probity, public accountability and transparency.

e The sale of Council Land should be in the best interest of the community and provide the best result,
both financial and non-financial, for Council and the community.
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e Generally, all sales of Council Land should occur at not less than market value assessed by a valuer
engaged by Council. However, if Council Land is sold for less than the market value, Council should
explain the circumstances, reasons or factors which led to the decision to accept a sale price that is less
than market value.

e Prior to being offered for sale, Council Land should be appropriately zoned. This will ensure that the
ultimate use of the Council Land is determined by that zone and the highest possible sale price is
achieved.

Council has made a deliberate decision to diversify its income sources through investment in property assets that have the capacity to provide a
return on investment. This includes investment in both commercial and residential properties.

5.5 Operational Efficiency

The concept of operational efficiency encompasses the practice of improving all your processes (all your
organisations activities that lead to your final community service). All these processes help the organisation
achieve a target, which may be in terms of improved and cost-effective services and greater capital works
delivery.

Care needs to be taken to not confuse efficiency with cutting costs, because it has other objectives besides
savings, such as improving our productivity and delivering an improved service with the customer at the centre.

There are several ways Council is approaching operational efficiency to achieve Banyule's strategic goals. This
includes a continued focus on

e reducing expenditure on external agency and consultancies;

e business-oriented initiatives that reduce Council reliance on property rates to fund services and
infrastructure; and

e environmental sustainability initiatives, such as solar panels and water harvesting that also deliver
financial savings to Council.

In this Financial Plan, several strategies have been considered to meet the service needs of the community as
well as remain financially sustainable. As a result, the increase in operational expenditure has been set to be
CPI-0.25%, after including the below strategies.

e Continuous improvement - Council develops and implements a Continuous Improvement program to
deliver operational efficiency.

e Service reviews - Council continues to conduct service reviews to ensure operations meet quality, cost
and service standards in line with community expectations.

o Digital Transformation - Council maintains its capital works investment in the maintenance and renewal
of existing systems and infrastructure and provides additional funding for new systems to build
customer capability and operational efficiency.

e Collaborative procurement - Council continues to actively participate in collaborative opportunities with
the Northern Region councils in an effort to maximise procurement and purchasing power.

The following is an outline of these programs.

5.5.1 Continuous Improvement

Continuous improvement means to consistently strive to improve services according to the highest standards. It
is a process which, in the long term, achieves:

e Customer focus
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e Enhanced quality of service delivery

e Simplified processes and procedures

e Attitudinal change

e Recognition of customers, both internal and external.

The continuous improvement process consists of strategies, systems and processes which drive incremental
and sustainable change to increase operational efficiency by improving service quality and reducing costs.

Council currently conduct business improvement reviews that may be generated from the service review
process or from incremental process changes.

Council is currently reviewing its quality systems to assess the effectiveness of the current program. This is
expected to result in a stronger focus on continuous improvement program based on proven methodologies
such as Lean. This will require a need to skill up staff to successfully implement a program.

5.5.2 Service Reviews

Service reviews are undertaken across Council each year and recommendations for improvements are
implemented to ensure the best quality and cost of service delivery. Current review impacts are included in the
Strategic Resource Plan. The purpose of the service review program is best described by the following goals:

e Stronger framework to enhance strategic performance.

e In-depth, evidence-based decision making to enhance service

e Adherence to Strategic Objectives

¢ Right service at the right price (to the right users/community)

e Leadership input/ownership through Director and Managers

e Sustainable Service Provision (incl. cost assessment)

e A more thorough Service assessment and enquiry for improved value and informed delivery.

There are a number of drivers for service reviews that contribute to the achievement of our Council Plan
objectives.

e Strategic business improvement focus

e Issues/Imperatives facing service (timely, generally external)

e Collated evidence / knowledge base for service delivery and capability
e Service Delivery needs (incl. service provision to community)

e Ongoing sustainability (incl. revenue, budget magnitude, delivery model, etc.).

5.9.3 Digital Transformation

Investment in technology has proven to deliver operational efficiency by eliminating or reducing manual
processes. The goal is to provide staff and the community with access to digital tools to conduct business and
transact with Council. Digital Transformation is high on the agenda at all levels of government with the aim of
eliminating outdated manual processes, cope with the volumes of data and information and to provide access
to information on demand.

Council has historically invested in business systems to ensure facilitate efficient business operations and
enhanced customer interaction. This includes maintenance and renewal of existing systems and investment in
new systems as required. Digital technology is now refocusing on the need for more adaptable, online and
mobile technology which is reflected in the change in community demand to transact with Council online 24/7.
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Council needs to ensure that it is keeping pace with community demands and efficient business systems to run
Council operations. This requires a focus on ongoing investment in IT systems and infrastructure with additional
investment required to digitise manual process and provide online capability to the community.

Council is focussed on improving existing IT infrastructure and applications with a goal of removing aged
solutions and utilising existing unused functionality in our current applications. We want our community,
customers and staff to be empowered and enriched by digital capabilities that enable positive interactions and
service delivery outcomes. Council has an Digital Transformation Strategy and Plan to move Council to become a
more customer centric organisation.

5.5.4 Collaborative Procurement

Council is a member of the Northern Alliance of Council's and utilises Procurement Australia and MAV
Procurement for the procurement of goods, services and works undertaking a single competitive process. Each
of the members of this group can enter into a contract with the preferred service provider identified though this
competitive process. Alternatively, the members of the group may choose to enter into a contract with the
council which conducted the public tender.

There are significant advantages participating in collaborative procurement opportunities where the buying
power can be providing greater benefits.

Banyule is actively involved in collaborative procurement particularly with the Northern Region. A significant
amount of data analysis and documentation review has been undertaken by the group with the objective of
identifying collaborative procurement opportunities across the region in an effort to achieve greater value for
money.
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1 Introduction

Council has a number of revenue streams that are used to fund the assets and services that are provided to the
community.

The most significant of these streams are rates revenue, fees & charges and grants income which combined
make up over 90% of Council income each year:

e Rates (approx. 62-63% of total revenue),
e Fees, charges & fines (approx. 18-20%) and
e Grants (approx. 10-11%).

Other streams of revenue that are not specifically covered as part of this plan include (but is not limited to);
Interest income, Contributions income, Rental income and Fair value adjustments.

These items are not included as part of this plan as they are either;

Covered under other Council plans and/or strategies (see Investment Policy, Public Open Space Plan, Lease &
License framework and Developer Contribution Plan),

Comparatively minor in nature, or
Council is unable to impact the revenue received.

To ensure the Local Government Act 2020 rating objectives of stability and predictability are achieved, it is
important that Banyule City Council has a Revenue and Rating Plan in place that is transparent to the
community and reviewed annually as part of the budget process.

The important matters to be considered in relation to the Revenue and Rating Plan include:
e The legislative framework
e What rates and charges can be declared
e Therate base
¢ Uniform or Differential rates
e Cultural and Recreational Lands
e Impact of Council revaluations and supplementary valuations
e The municipal charge
e Service rates and charges
e Special rates
e Rebates and concessions
e Exempt Properties
e Collections

e Fire Services Property Levy
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1.1 What is a Revenue and Rating Plan ?

The Local Government Act 2020 states that councils must adopt a Revenue and Rating Plan by the next 30 June
after a general election for a period of at least the next 4 financial years. Council adopted the first Revenue and
Rating Plan under the Act 2020 in June 2021 and has determined that the Revenue and Rating Plan will be
reviewed and updated each year with the annual 4-year Budget.

This Revenue and Rating Plan covers the period 1 July 2022 to 30 June 2026.

A Revenue and Rating Plan is the policy by which council systematically considers factors of importance that
informs its decisions about how Council raises revenue, including by the rating system Council uses. The rating
system determines how Council will raise money from properties within the municipality. It does not influence
the total amount to be raised, only the share of revenue contributed by each property. The rating system
comprises the valuation base and actual rating instruments allowed under the Local Government Act 1989 to
calculate property owners' liability for rates.

The Local Government Act 2020 requires Councils to exercise sound financial management. In particular, the
Local Government Act 2020 states that the principles of sound financial management are:

a) revenue, expenses, assets, liabilities, investments and financial transactions must be managed in
accordance with a Council's financial policies and strategic plans;

b) financial risks must be monitored and managed prudently having regard to economic circumstances;

¢) financial policies and strategic plans, including the Revenue and Rating Plan, must seek to provide
stability

d) accounts and records that explain the financial operations and financial position of the Council must be
kept

Through Councils integrated planning framework Council ensures that all its activities and financial resources
are aligned to meet the aspirations, needs and expectations of the Banyule community. Integrated planning
documents include:

e Council Plan
e Financial Plan
e Asset Plan

e Council Budget.

1.2 Objectives of the Council Plan

When considering the Revenue and Rating Plan, Council needs to meet the objectives set out in the Council Plan,
and as resourced through the Financial Plan. The Council Plan 2021-2025 was adopted in October 2021 and this
plan is reviewed annually to reflect changes in Council's annual actions (Annual Action Plan).

Council's commitment to managing resources wisely will be achieved through:

e Providing exceptional customer service
e Delivering best value services and facilities
e Providing responsible financial management and business planning

e Providing good governance and be accountable
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e Promoting an engaged and productive organisation

e Managing the systems and assets that support service delivery

The following table lists the Priority Themes as described in the adopted Banyule Council Plan 2021-2025.

Priority Themes Strategic Objective

Our Inclusive and Connected
Community

A safe, healthy, vibrant and connected
community where people of all ages and life
stages love to live, work and stay; diversity and
inclusion are valued and encouraged.

Our Sustainable Environment

A progressive and innovative leader in
protecting, enhancing and increasing the health
and diversity of our natural environment, where
we all commit to playing an active role in
achieving environmental sustainability, waste
and carbon emissions reduction.

Our Well-Built City

A well planned, sustainable and liveable place
that caters for all our current and emerging
communities, where our local character and
environment is protected and enhanced.

Our Valued Community Assets
and Facilities

As custodians of our community, assets,
facilities and services, we work to ensure that
they are affordable, sustainable, evenly
distributed, safe and accessible for all ages and
abilities and designed to provide meaningful
experiences and connections.

Our Thriving Local Economy

A thriving, resilient, socially responsible local
and integrated economy that encourages,
supports and advocates for a diverse range of
businesses and entrepreneurship, providing
local investment and employment
opportunities.

Our Trusted and Responsive
Leadership

A responsive, innovative and engaged Council
that has the trust of our community through
demonstrated best practice governance, is
financially sustainable, and advocates on
community priorities and aspirations.

2. Rates

2.1 Rating — the Legislative Framework

The purpose of this section is to outline the legislative framework in which Council has to operate in

constructing its rating system and the various issues that Council must consider in making its decision on the

rating objectives.
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The relevant legislation guiding councils in terms of levying property owners are the following acts:
e Local Government Act 1989
e Local Government Act 2020
e Valuation of Land Act 1960
e  Cultural and Recreational Lands Act 1963

A rating review was undertaken by the Victorian government in 2019. The government’s response to the review
was that there will be no fundamental changes at present to the way rates are levied in Victoria, with minor
changes intended to improve community understanding of the rating process, to improve the way council's
budget and declare rates and to review possible changes to “smooth out” significant changes to rates as a result
of atypical changes in valuations.

2.1.1 Objectives

The legislation specifies several major objectives for the rating system:

e the equitable imposition of rates and charges

e areasonable degree of stability in the level of the rates effort

e contribute to the equitable and efficient carrying out of its functions

e apply principles of financial management, simplicity and transparency.

The two objectives which the rating system must have the greatest regard to are the achievement of equity and
efficiency.

2.1.2 Equity

Having determined that Council must review its Revenue and Rating Plan in terms of the equitable imposition of
rates and charges, it is a much more vexed question in terms of how to define and determine what is in fact
equitable in the view of the Council.

Horizontal equity refers to justice or fairness in the treatment of like properties - in other words, that similar
rates are paid by similar properties. There is a fundamental importance on which characteristics define
similarity. On the assumption that property valuations fairly reflect the true valuation of like properties,
horizontal equity will be achieved.

Vertical equity refers to justice or fairness in the treatment of properties in different circumstances (e.g.
different property types - residential/commercial/ vacant land). It implies a "relativity" dimension to the fairness
of the tax burden.

The three main ways in which positions can vary are:

e the benefit or user pays principle - some groups have more access to, make more use of, and benefit
from more, specific council services;

e the capacity to pay principle - some ratepayers have more ability to pay rates than do others with
similarly valued properties;

e theincentive or encouragement principle - some ratepayers may be doing more towards achieving
council goals than others in areas such as environmental or heritage protection.
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2.1.3 The Benefit Principle

A popular complaint levelled at councils is that “the rates | pay have no correlation with the services | consume
or the benefits | receive”. This argument is based on the benefit principle (the opposite of the wealth tax
principle) that argues there should be a nexus between consumption/benefit and the rate effort.

Application of the benefit principle is difficult in practice because of the complexity and, in some cases,
impossibility, of measuring the relative levels of access and consumption across the full range of council
services. In some ways the arguing of the benefit principle with respect to council rates is like trying to do the
same for the income tax that is used to fund a wide range of universally accessed services.

It is likely to be quite costly to regularly undertake in-depth analyses on service access, consumption patterns
and costs in order to attempt to review the level of benefit, unless the service is widely used and measured, and
the costs are understood. In any event many subjective assumptions will have to be introduced. Other pricing
instruments such as user charges, special rates and charges and service rates and charges better lend
themselves to dealing with the issue of benefit.

2.1.4 Capacity to Pay

Notwithstanding the practical limitations, council can make choices about the tax treatment of classes of real
property in so much as they believe that a class of property will reflect the financial position of a household or
business and its capacity to pay. However, the most vexed issue related to capacity to pay is assessing it across
different classes of property.

While personal income tax is more reflective of the capacity to pay, it is not possible to expect a property tax
system to deal practically with all aspects of capacity to pay based on individual households and businesses. It is
also not practical or acceptable to shift, modify or manipulate the existing system to the benefit of one group of
ratepayers at the expense of another unless such shift is widely accepted and for a proper purpose.

Council has the option of introducing a Council rebate to certain groups to reduce that property's rate effort.
Presently pensioners within the municipality can access the State Government Rebate.

Consideration of capacity to pay does become relevant when determining any flat or fixed charge as these
charges are regressive in nature.

2.1.5 Efficiency

Efficiency can be defined as the ratio of ends produced (output) to means used (inputs). In other words, it can be
considered directly related to the cost of administering the rates system. Administration costs include the
issuing of assessments, collection of rates, including maintaining and improving collection systems, monitoring
outcomes, educating and informing ratepayers, and enforcement and debt recovery. It also includes the
maximization of additional rate income through supplementary valuations by ensuring the timeliness and
accuracy of amended rate notices.

A simple rating system is more transparent, meaning that the purpose and principles behind the design of a rate
are clearer - who is liable for a particular rate and how rate liability is calculated. However, it is also possible for a
simple rate system to be costly if it is unpopular and results in increased appeals and higher collection costs.

2.1.6 Anomalies with Property Taxation

Property taxes do not recognise the situation where ratepayers are “asset rich” and “income poor”. In these
cases, ratepayers may have considerable wealth reflected in the property they own but have a low level of
income. Examples include pensioners, businesses subject to cyclical downturn, and households with large
families and property owners with little equity. In a commercial sense the argument has also been expressed in
terms of the ability of property to generate a reasonable return.
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2.1.1 Fair Go Rates System

The State Government's Fair Go Rates System (FGRS) sets out the maximum amount councils may increase rates
in a year. The prescribed rates caps were set at:

Financial Rate Cap
Year

2022/2023 1.75%
2021/2022 1.50%
2020/2021 2.00%
2019/2020 2.50%
2018/2019 2.25%
2017/2018 2.00%
2016/2017 2.50%

The cap applies to general rates and is calculated based on council's average rates and charges.

Financial Estimated
Year Rate Cap
2023/2024 2.25%
2025-2032 2.50%

These assumptions are based on forecast CPI changes.

Under the Fair Go Rate Cap, the Cap is calculated by a formula provided by the Essential Services Commission
(ESC) and agreed to by the State Government is:

Adopted General Rate and Municipal Charge Income +

Annualised Supplementary Rate and Municipal Charge Income

Number of Assessments as at 30 June = Base Average Rate

Base Average Rate x (1 + Prescribed Rate Cap) = Maximum allowable Capped Average Rate

The level of required rates and charges has been considered in this context, with reference to Council's other
sources of income and the planned expenditure on services and works to be undertaken for the Banyule
community.

In situations where the rate cap is not enough for Council's needs, Council can apply to the Essential Services
Commission for a higher cap; this is known as a variation.

Banyule City Council does not intend to apply for a variation to the rate cap for the duration of the Revenue and
Rating Plan 2022-2026.

2.1.8 What Rates and Charges may a Council declare?

Section 155 of the Local Government Act 1989 provides that Council may declare the following rates and charges
on rateable land:

Rating option Description Banyule structure
General rate A general rate is applied to all Banyule applies the differential
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Description

properties and can be set as either
a uniform rate or several differential
rates

Banyule structure
rates listed below.

Uniform rate

A uniform rate is a single rate in the
dollar that is applied to the value of
all properties in the municipality.

Banyule does not apply a uniform
rate.

Differential
Rates

Differential rates are different
rates in the dollar that are applied
to different classes of properties
and are permitted if the Council
uses Capital Improved Value as
the rating valuation base.

The Local Government Act 1989
allows the use of differential rates if
the Council considers that this will
contribute to the equitable and
efficient carrying out of its
functions.

The following differential rates
are levied:

¢ Residential Improved

e Commercial/Industrial
Improved (set at 1.25 times
the residential improved rate)

e Residential Vacant Land (set at
1.5 times the residential
improved rate)

e Commercial/Industrial Vacant
Land (set at 2 times the
residential improved rate)

Municipal Charge

A municipal charge to cover some of
the administrative costs of the
Council. This is a flat-rate charge
applied to all properties excluding
cultural and recreational properties.

Banyule does not levy a municipal
charge.

Service rates

Service rates can be levied for
provision of a water supply,
collection and disposal or waste,
and sewerage services as outlined
in the Local Government Act 1989.

Banyule levies two different
service rates which are designed
to recover the costs of waste
collection, processing and
disposal, while aiming to reduce
waste being generated and going
to landfill.

The two different rates are a:
e Public waste rate; and
e Kerbside waste rate

Service rates
and charges

Service rates or annual service
charges (or a combination of both)
can be levied for provision of a
water supply, collection and
disposal or waste, and sewerage
services as outlined in the Local
Government Act 1989.

Banyule does charge for the
collection and disposal of refuse
from non-rateable properties and
for the collection of non-standard
refuse from rateable properties.
These charges are declared in the
Schedule of Fees and Charges.

Rebates and
Concessions

The Local Government Act 1989
allows Councils to grant a rebate or
concession in relation to any rate or
charge to assist the proper
development of all or part of the
municipal district, preserve
buildings or places that are of
historical or environmental interest,
or to restore or maintain buildings
or places of historical,
environmental, architectural or
scientific importance.

Banyule does not offer any
general council rebates.
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Rating option Description Banyule structure
Special Rates A special rate or charge may be Banyule levies special rates and
and charges declared for purposes of: charges for promotional and

marketing activities to assist
retail associations, for street and
drainage construction and to
install solar panels for older

o Defraying any expenses, or

e Repaying with interest any
advance made or debt
incurred, or loan raised by

Council. ratepayers.
Cultural and In accordance with the Cultural and Banyule does levy an amount in
Recreational Lands Recreational Lands Act 1963 Council lieu of rates for cultural &
may levy an amount in lieu of rates | recreational using the following
on properties that meet the methodology:

definition of cultural and

) In Use Value * (Residential
recreational lands.

Improved rate * Questionnaire
Weighting) * the percentage of
net cost of council services
available to the entity.

Electricity Generation | An amount payable in lieu of rates | There are no lands where

Lands may be levied under the Electricity electricity is generated in a
Industry Act 2000. This amount is manner and volume where this
agreed upon between the provision currently applies in
generator and the council Banyule.

Cladding rectification A Council may enter into a cladding | Council has not received any
charge rectification agreement in respect of | requests for a cladding
rateable land with an existing rectification agreement.
building on it, to fund works that
rectify fire-prone cladding. The costs
are then recovered through a
charge on the property

Environmental A Council may enter into an Council has not entered into any
Upgrade Agreement environmental upgrade agreement environmental upgrade

in respect of rateable land with an agreement.

existing building on it to fund works
that improve the energy, water or
environmental efficiency or
sustainability of the building on that
rateable land, including climate
change adaptation works on the

building
Rebates and The Local Government Act 1989 Banyule does not offer any general
Concessions allows Councils to grant a rebate or | council rebates.

concession in relation to any rate or
charge to assist the proper
development of all or part of the
municipal district, preserve
buildings or places that are of
historical or environmental interest,
or to restore or maintain buildings
or places of historical,
environmental, architectural or
scientific importance.
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2.2 Determining which valuation base to use

The purpose of this section is to outline the different methods that Council can utilise to value land and the
issues that Council must consider in making its decision on the valuation method.

2.2.1 Introduction

Three methods of valuing land are allowed under the Local Government Act 1989:
e Site Value (SV) - Value of land only

e Net Annual Value (NAV) - rental valuation based on Capital improvement Value (CIV). For residential and
farm properties, NAV is calculated at 5 per cent of the CIV. For commercial properties NAV is calculated
as the greater of the estimated annual rental value or 5 per cent of the CIV.

e CIV -value of land and improvements upon the land

Banyule uses CIV for rating valuation purposes.

2.2.2 Site Value (SV)

This method places a value on the land only and does not consider any value of any buildings constructed on
the land. Itis not considered to result in the most equitable distribution of the rate effort.

With valuations based simply on the valuation of the land and with only very limited ability to apply differential
rates, the implementation of site value in Banyule would cause a significant shift in rate effort from the business
sector into the residential sector. In addition, there would be further rating movements away from modern
townhouse style developments on relatively small land parcels to older established homes on the more typical
quarter acre residential block.

There is no Victorian Council that currently uses this valuation base.

2.2.3 Net Annual Value (NAV)

NAV, in concept, represents the annual rental value of a property. However, in practice, NAV is closely linked to
capital improved value. For residential properties Valuers derive the NAV directly as 5 per cent of the CIV.

In contrast to the treatment of residential, NAV for business properties are assessed with regard to the actual
market rental. This differing treatment of business versus residential has led to some suggestions that all
properties should be valued on a rental basis. There is currently no legislation that supports this suggestion.

Where a Council utilises NAV, it may only apply three differential rates. For example, City of Melbourne utilise
NAV, applying a differential rate for residential and non-residential land only.

2.2.4 Capital Improved Value (CIV)

CIV is the most commonly used valuation method by Victorian Local Government with most Councils applying
this methodology. Based on the value of both land and all improvements on the land, it is relatively easy to
understand by ratepayers as it equates to the market value of the property.

For CIV, business properties are valued primarily by the capitalisation method of valuation. This method of
valuation is the industry standard for assessing the value of business properties and has as its base sale price
and market rent of the property. For this reason, rental details are sought by Valuers every 2 years. When
analysed on a per square metre basis, rents provide a means of establishing the rental market in a location.

The advantages of using CIV include:

e ClVincludes all improvements and hence is often supported on the basis that it more closely reflects
‘capacity to pay'. The CIV rating method takes into account the full development value of the property,
and hence better meets the equity criteria than site value or NAV.
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e The concept of the market value of property is far more easily understood with CIV rather than NAV or
Site Value.

e The use of CIV allows Council to apply differential rates which greatly adds to Council's ability to
equitably distribute the rating effort based on ability to afford Council rates.

The major disadvantage with CIV, and indeed all the other rating methods, is that rates are based on the
property value which may not necessarily reflect the income level of the property owner as with pensioners and
low-income earners.

2.3 Determining the Rating System — Uniform or differential

The purpose of this section is to outline the two rating systems (uniform or differential) that Council can utilise
to apply rates and the issues that Council must consider in making its decision on the rating system.

2.3.1 Uniform rate

If a Council declares that general rates will be raised by application of a uniform rate, the Council must specify a
percentage as a uniform rate. A uniform rate will apply to the value of every rateable property within the
municipality.

Rates will be determined by multiplying the percentage (the rate in the dollar) by the value of the land.

Banyule believes that a uniform rate should not be applied to all properties because it is not equitable. Such a
rate does not reflect the use of Council services and infrastructure nor does it create incentive for best use of
property in the municipality.

Banyule has adopted differential rating as it considers that differential rating contributes to the equitable
distribution of the rating effort. Differential rating allows classes of properties to be assessed at different levels
from the general rate set for the municipality. Differential rating allows Council to shift part of the rate effort
from some groups of ratepayers to others, through different ‘rates in the dollar’ for each class of property.

Council is entitled to apply many differential rates provided it used CIV as its base for rating.

Section 161 of the Local Government Act 1989 outlines the regulations relating to differential rates. This section
is outlined below:

1) A Council must raise any general rates by application of a differential rate, if it uses the CIV
system of valuing rates,

a) Council considers that the differential rate will contribute to the equitable and efficient
carrying out of its functions.

2) If a Council declares a differential rate for any land, the Council must:

a) Specify the objectives of the differential rate, which must be consistent with the equitable
and efficient carrying out of the Councils functions and must include the following:

i. A definition of the types of classes of land which are subject to the rate and a
statement of the reasons for the use of that rate.

ii. An identification of the type or classes of land which are subject to the rate in
respect of the uses, geographical location (other than location based on whether
the land is within a specific ward in Councils district) and planning scheme zoning
of the land, and
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iii. If there has been a change in the valuation system, any provision for relief from a
rate to ease the transition for that land, and

b) Specify the characteristics of the land which are the criteria for declaring the differential
rate.
The maximum differential allowed is no more than 4 times the lowest differential rate. For Banyule, the lowest
rate is the Residential Improved rate.

Council has the option of increasing each respective differential rate in order to influence the behaviour of
landowners.

There is no theoretical limit on the number or type of differentials which can be levied.

2.3.2 Differential Rates

Advantages of a differential rating system
The perceived advantages of utilising a differential rating system are:

e Thereis a greater flexibility to distribute the rate effort between all classes of property and therefore link
rates with the ability to pay and reflecting the tax deductibility of rates for businesses;

o Differential rates allow Council to better reflect the investment required by Council to establish
infrastructure to meet the needs to the commercial and industrial sector; and

e Enables Council to encourage developments through its’ rating approach e.g. encourage building on
vacant land.

Disadvantages of a differential rating system
The perceived disadvantages of utilising a differential rating system are:

e The justification of the differential rate can at times be difficult for the various rating groups to
understand, giving rise to queries, objections and complaints.

e Differential rating involves a degree of administrative complexity, as properties can change from one
classification to another (e.g. vacant land to residential) requiring Council to process supplementary
valuations.

Objectives of the rate and characteristics

Council considers that each differential rate will contribute to the equitable and efficient carrying out of Council
functions.

Details of the objectives of each differential rate are set out below.

Residential/Commercial/Industrial Vacant Land
Objective:

To encourage the development of land and to ensure that such rateable land makes an equitable financial
contribution to the cost of carrying out the functions of Council, including the:

1. Implementation of good governance and sound financial stewardship; and
2. Construction, renewal, upgrade, expansion and maintenance of infrastructure assets; and

3. Development and provision of health, environmental, conservation, leisure, recreation, youth and family
community services; and

4. Provision of strategic and economic management, town planning and general support services; and
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5. Promotion of cultural, heritage and tourism aspects of Council's municipal district.
Types and Classes
Any rateable land on which no dwelling is erected.
Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure and Capital Works
described in the Budget adopted by Council.

The level of the differential rate is the level which Council considers is necessary to achieve the
objectives specified above.

The differential is designed as an incentive to develop vacant land and to reflect the typically-higher
burden on Council of servicing and monitoring vacant land.

Geographic Location:

Wherever located within the municipal district.
Use of Land:

Any use permitted under the Banyule Planning Scheme.
Planning Scheme Zoning:

The zoning applicable to each rateable land within this category, as determined by consulting maps
referred to in the relevant Banyule Planning Scheme.

Commercial/Industrial Improved Land
Objective:

To ensure that such rateable land makes an equitable financial contribution to the cost of carrying out the
functions of Council having regard to the capacity of such land to be used to yield income and the demands
such land makes on Council's infrastructure.

Those functions include the:
1. Implementation of good governance and sound financial stewardship; and
2. Construction, renewal, upgrade, expansion and maintenance of infrastructure assets; and

3. Development and provision of health, environmental, conservation, leisure, recreation, youth and family
community services; and

4. Provision of strategic and economic management, town planning and general support services; and
5. Promotion of cultural, heritage and tourism aspects of Council's municipal district.
Types and Classes:

Any rateable land which is used, or designed or adapted to be used, primarily for commercial or
industrial purposes.

Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure and Capital Works
described in the Budget adopted by Council.

The level of the differential rate is the level which Council considers is necessary to achieve the
objectives specified above.
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The differential is designed to reflect the nature of the services delivered in maintaining amenity in non-
residential areas.

Geographic Location:

Wherever located within the municipal district.
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Use of Land:
Any use permitted under the Banyule Planning Scheme.
Planning Scheme Zoning:

The zoning applicable to each rateable land within this category, as determined by consulting maps
referred to in the Banyule Planning Scheme.

Types of Buildings:

The types of buildings on the land within a differential rate are all buildings that are now constructed on
the land.

Residential Improved Land
Objective:

To ensure that such rateable land makes an equitable financial contribution to the cost of carrying out
the functions of Council, having regard to the relative benefits derived from the carrying out of such
functions.

Those functions include the:
1. Implementation of good governance and sound financial stewardship; and
2. Construction, renewal, upgrade, expansion and maintenance of infrastructure assets; and

3. Development and provision of health, environmental, conservation, leisure, recreation, youth and family
community services; and

4. Provision of strategic and economic management, town planning and general support services; and
5. Promotion of cultural, heritage and tourism aspects of Council’'s municipal district.
Types and Classes:

Any rateable land which is not Vacant Land, Commercial / Industrial Vacant Land or Commercial /
Industrial Improved Land.

Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure and Capital Works
described in the Budget adopted by Council.

The level of the differential rate is the level which Council considers is necessary to achieve the
objectives specified above.

Geographic Location:

Wherever located within the municipal district.
Use of Land:

Any use permitted under the Banyule Planning Scheme.
Planning Scheme Zoning:

The zoning applicable to each rateable land within this category, as determined by consulting maps
referred to in the Banyule Planning Scheme.

Types of Buildings:

The types of buildings on the land within a differential rate are all buildings that are now constructed on
the land.
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2.4 Cultural and Recreational Lands
Objective:

To ensure that the promotion of cultural, heritage and recreational activity occurs within Council's municipal
district and that this is supported in a way that encourages appropriate activity and development.

Council has considered the service utilised by the lands and the benefit these lands provide to the community
by consideration of their cultural or recreational land use, as required under the Cultural and Recreational Land
Act 1963.

Types and Classes:

Under the provisions of the Cultural and Recreational Land Act 1963, the Council levies an amount in lieu
of rates payable in respect of recreational lands that have the following characteristics:

Any land which is not Residential Vacant Land, Commercial / Industrial Vacant Land or Commercial /
Industrial Improved Land, which is specifically set aside for the use of cultural and recreational pursuits
whereby the members do not derive a financial benefit or profit from the activities.

The Cultural and Recreational Land Act 1963 effectively provides for properties used for outdoor
activities to be differentially rated unless it involves land that is being leased from a private landowner.
The discretion of whether to provide a cultural and recreational lands rate rests with Council

The amount in lieu of rates payable in respect of each rateable land to which the Cultural and
Recreations Land rate applies is determined by the following methodology:

In Use Value X (Residential Improved rate X Questionnaire Weighting) X 36% (net cost of council services
available to the entity).

In Use Value has been determined as being 70% of the Capital Improved Value.
The Questionnaire weighting determines the level of benefit these lands provide to the community.

Currently Council has five properties that are currently defined as Cultural and Recreational properties in
accordance with the Cultural and Recreational Land Act 1963.

2.5 The Impacts of Revaluations and Supplementary Valuations

The purpose of this section is to provide an overview of the rate revaluation and supplementary valuation
processes.

2.5.1 Introduction

Under the Valuations of Land Act 1960, the Valuer-General revalues properties annually.

Property values are determined by qualified Valuers comparing each property to the recent sales figures of
similar properties in the neighbourhood. The key factors are location, land size, type of house and condition.

Valuations are conducted using Best Practice Guidelines formulated and published by the Valuer General
Victoria.

2.5.2 No Windfall Gain

There is a common misconception that if a property’s valuation rises then Council receives a “windfall gain” with
additional income. This is not so as the revaluation process results in a redistribution of the rate effort across all
properties in the municipality. Any increase to total valuations of the municipality is offset by a reduction to the
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rate in dollar (ad valorem rate) used to calculate the rate for each property. Total income is fixed each year as
part of the budget process

The general revaluation process enables Council to re-apportion the rate income across the municipality in
accordance with movements in property values. Properties which have increased in value by more than the
average will receive a rate increase of more than the headline rate. Properties with an increase in value less
than the average will receive a rate increase less than the headline rate.

2.5.3 Supplementary Valuations

In accordance with the Valuation of Land Act 1960 further Valuations are required to be carried out between
General revaluations, these are known as Supplementary Valuations.

Supplementary Valuations are completed when properties are physically changed by buildings being erected,
demolished or altered, when properties are amalgamated, subdivided, portions sold off, rezoned or roads
constructed.

Supplementary Valuations are adopted to bring the value of properties into line with values assigned to other
properties in the municipality. This is to ensure that as near as practicable the rating valuation reflects the
current property condition at the date prescribed for the General revaluation.

Supplementary valuations are conducted by contractors appointed by the Valuer-General and are subject to the
timing specified by the Valuer-General.

2.6 Municipal Charge

The purpose of this section is to outline the municipal charge that Council may utilise to apply rates and the
issues that Council consider when applying a municipal charge.

2.6.1 Introduction

In addition to differential rates, Council may declare a municipal charge to cover some of the administrative
costs of Council. Currently the total revenue from a municipal charge must not exceed 20% of the sum of the
general rates and municipal charge combined in a financial year.

The application of a municipal charge represents a choice to raise a portion of the rates by a flat fee for all
properties, rather than sole use of the CIV valuation method.

Banyule does not levy a Municipal Charge.

2.6.2 Advantages of a municipal charge

The arguments in favour of a municipal charge are they apply equally to all properties and are based upon the
recovery of fixed costs of providing administrative services irrespective of valuation. The same contribution
amount per assessment to cover a portion of Councils administrative costs can be seen as a practical method of
recovering these costs.

2.6.3 Disadvantages of a municipal charge

The argument against a municipal charge is that this charge is regressive in nature and would result in lower
valued properties paying higher overall rates and charges than they do at present. The equity objective in
levying rates against property values is lost in a municipal charge as it is levied uniformly across all assessments.
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2.1 Service Charges / Service Rates

The purpose of this section is to outline the service charges that Council currently applies and new charges that
could be utilised and the issues that Council must consider in making its decision when reviewing these service
charges.

Section 162 of the Local Government Act 1989 allows Council to declare a service rate or charge for specified
services.

A waste service charge follows a user-pays approach, which is regressive in nature. Unlike a service rate, the
service charge approach has a clear correlation with the individual ratepayer’s consumption of services. In other
words, ratepayers pay the same charge for the same service received, independently of the property valuation.

A waste service rate based on property valuation follows a wealth-tax approach in the same way general rates
are determined by multiplying the percentage (the rate in the dollar) by the value of the land. This approach is
progressive in nature.

A waste service rate has no correlation with the individual ratepayer consumption of services.

2.1.1 Advantages of a Service Charge or Service Rate

If a Service Charge or Service Rate is levied for collection and disposal of refuse it is easily understood by the
residents as a user-pays system. There is also the ability to identify and apportion the costs of this service.

Service Rates or Service Charges are also able to be levied on only those properties that receive a service,
meaning that relief is provided to ratepayers who aren't able to use a particular service.

Service Rates or Service Charges are also not subject to the Fair Go Rate Cap, other than in the year of their
introduction. This means that as costs of a service move outside of inflation, these costs can be effectively
quarantined from within the Rate Cap.

Service rates apply proportionally in the same way general rates are applied proportionally, in that properties
with lower values pay lower rates.

They are a form of taxation aimed at accumulating revenue so that broad range of facilities and services can be
provided for the benefit of the community.

2.1.2 Disadvantages of a Service Charge or Service Rate

A Service Charge is regressive in nature and would result in lower valued properties paying relatively higher
rates and charges in the year of introduction, compared to higher valued properties. The equity objective in
levying rates against property values is lost in a service charge as it is levied uniformly across all assessments.

A Service Rate will result in ratepayers using the same service paying different amounts dependent on their
property’s values. This service rate needs to be considered as a way to raise revenue to fund relevant waste
management services for the community as a whole and should not be considered as a fee for service.

The introduction of a service rate or charge in the first year is offset by a corresponding proportional reduction
in General Rates levied.
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2.1.3 Current use of Service Rates

Banyule levies Service Rates in two different forms, both relating to waste collection, processing and disposal.
The two Rates are:

e Public Waste Rate
e Kerbside Waste Rate
Both rates are calculated on the Capital Improved Value of properties to which the rate applies.

2.1.4 Application of Service Rates

Banyule levies the Municipality-wide Litter and Waste Collection Rate to all properties within Banyule and is in
place to fund the provision of infrastructure and services to support:

e Street-sweeping

e Dumped rubbish collections

e Laneway clearance

e Litter and public realm refuse collection and disposal

e Park litter collection and disposal
Banyule levies the Kerbside Waste Rate on Residential Improved properties that receive a standard kerbside
waste collection and also levies it on Commercial Improved or Non-Rateable properties that are deemed by
Council to have a residential component requiring a standard kerbside waste service.

The Kerbside Waste Rate is not levied on properties that do not receive a kerbside waste service due to
conditions imposed under the Planning and Environment Act 1987, through locational constraints or other factors
that make kerbside waste collection impractical.

The Kerbside Waste Rate is levied each year and is subject to addition or removal via a supplementary
adjustment process on a monthly basis from July through to May the following year. Adjustments are not
performed in June as these impact Council’s ability to transparently budget for waste-related income and
expenses.

2.1.5 Current use of Service Charges

A service charge for non-standard refuse (e.g. larger bins) from rateable properties is charged in addition to the
Kerbside Waste Rate. These charges are declared in Council's Schedule of Fees and Charges each year and are
designed to recoup the additional costs of disposing of additional waste and providing a non-standard waste
service. These Service Charges are only levied on ratepayers who have elected to have a non-standard waste
service.

2.1.6 Monitoring of General Rates, Service Rates and Service Charges

All rates, fees and charges are declared as part of Council's budgeting process. The Essential Services
Commission monitors, analyses and determines any application from councils for a variation of the Fair Go Rate
Cap. While Services Rates and Services Charges sit outside the Cap, the Commission requires councils to supply
information relating to Services Rates and Services Charges and reports on any significant breaches of the
income generated from Services Rates and Services Charges exceeding costs of supplying the relevant service.
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2.8 Special Rate or Charge

The purpose of this section is to outline the special rates and charges that Council currently applies and new
charges that could be utilised.

2.8.1 Introduction

Section 163 of the Local Government Act 1989 permits councils to declare a special rate in relation to the
performance of a function where Council considers that the function is or will be of special benefit to the
persons required to pay the special rate.

2.8.2 Special Rates Schemes

Council currently has 12 Special Rate and or Charge schemes in operation, 11 are Promotional Schemes and one
is an Aged Services Solar Program

Rosanna Special Charge June-2025
Heidelberg Central Special Charge Scheme June-2026
The Mall and Bell Street Mall Special Rate June-2025
Montmorency Shopping Village Special Charge June-2024
Watsonia Special Charge June-2022
Macleod Village Special Charge Scheme June-2022
Greensborough Town Centre Special Rate and Charge June-2022
Eaglemont Village S/C Special Charge June-2022
Ivanhoe Shopping Centre Special Rate June-2023
East Ivanhoe Special Charge June-2023
Lower Plenty Special Charge June-2025
Aged Services Solar Program Special Charge December-2027

2.8.3 Promotional Schemes

These schemes are declared for strip shopping centres within the City. They are primarily for the
encouragement of commerce, retail activity and employment opportunities in and around the scheme area.

Council considers that there would be a special benefit to the area as the viability of the Precinct as a business,
commercial, retail and professional area the value and the use, occupation and enjoyment of the properties and
the businesses included in the scheme area will be maintained or enhanced through increased economic
activity.

The amount collected from the scheme is matched by council (to declared capped amounts) and payments are
made to the traders on a quarterly basis.

A decision to review Special Rates and or Charge Schemes occurs at the expiry of the current scheme, not during
the budget discussions and is subject to extensive consultation with stakeholders and separate Council
discussion and approval.

2.8.4 Construction Schemes

These schemes are declared when there is something constructed that would be of special benefit to the
persons required to pay it. For example road, drain and car parking construction

These schemes are declared as required following extensive consultation with stakeholders and do not form
part of the budget process.
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2.8.5 Aged Services Solar Scheme

This scheme is declared for the purposes of assisting older ratepayers to purchase roof-top solar panels. The
Aged Services Solar Program runs for 10 years however there is no financing surcharge applied.

These schemes do not form part of the budget process.

2.9 Rebates and Concessions

The purpose of this section is to outline the rebates and concessions that could be utilised and the issues that
Council must consider in making its decision when reviewing these rebates and concessions.

2.9.1 Introduction

Under the Local Government Act 1989, Council has the power to grant a rebate or concession in relation to any
rate or charge to assist ‘proper’ development and the preservation of buildings or places of historical,
environmental, architectural or scientific importance within the municipality.

While the original intent of the term ‘proper’ development has a land use perspective, Councils have been
known to use the provision to assist economic development. Rebates and concessions should be used with
respect to individual properties within a property class. The legislation intended that differential rates be used to
achieve an outcome for a class of properties.

The granting of rebates and concessions results in a higher rating effort being applied to other properties to
raise the same level of rate revenue.

2.10 Pensioner Rebate

2.10.1 State Government Pensioner Rebate

Pensioners may qualify for a maximum 50% State Government rate rebate (to a gazetted maximum) for the
home in which they are living. A rebate will apply for the Fire Services Property Levy. To be eligible, a ratepayer
must hold one of the following concession cards:

e Pensioner Concession Card from Centrelink or Veterans' Affairs
e Gold Card from Department of Veterans Affairs specifying War Widow (WW) or Totally and
Permanently Incapacitated (TPI).
Other than administrative costs this State Government Rebate scheme is cost neutral to Council as this is fully
funded by the State Government.

2.10.2 Council Pensioner Rebate

Council has the option of introducing a pensioner rebate to complement the existing State Government rebate.
A Council Pensioner rate rebate redistributes the rate effort with other ratepayers bearing the cost by way of
higher rates and charges. The rate effort for non-pensioners is likely to be greater as the number of pensioners
increases.

Council does not grant any further rebates or concessions than those afforded by the State Government
Pensioner Rebate scheme.
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2.11 Properties Exempt from Rates

The purpose of this section is to raise awareness of non-rateable properties.

2.11.1 Introduction

The Local Government Act 1989 provides for properties where the use is charitable, to be non-rateable.

Legal precedent has determined that charitable uses include those providing health services, education, religion
and services to the needy.

Application for exemption from rating may be made at any time during the financial year and will be assessed
based on the usage of the property. Council does not generally allow for any retrospective claims.

2.11.2 Department of Families, Fairness and Housing (formerly Department of Health and Human

Services)

In relation to the Department of Families, Fairness and Housing (DFFH) owned housing, properties are rated if
occupied. Properties are not rated if unoccupied or not habitable.

There are a number of organisations providing housing for people with low-income, on a voluntary and not for
profit basis. The provisions of The Act preclude such residential housing from being non-rateable, even though
their use may be regarded as charitable, in the everyday sense of the word.

The Local Government Act 1989 allows Council to grant a rebate or concession in relation to any rate or charge, to
support the provision of affordable housing, to a registered agency.

Council does not provide a rate rebate to support the provision of affordable housing by registered agencies.
Assistance for low income households is provided through the State Government pensioner rebate.

A pre-existing agreement is in place for the provision of a 50% rate rebate in relation to certain DFFH elderly
persons units. This agreement has no sunset clause subject to the units remaining as housing for the elderly.
This agreement is not open to other parties or to other properties.

2.12 Collections

The purpose of this section is to outline the rate payment options and processes that are in place in relation to
payment of rates. It also includes the support provided to ratepayers facing hardship. Council must consider
fairness, compassion, confidentiality and compliance with statutory requirements when reviewing these
arrangements.

2.12.1 Liability to Pay Rates

The owner of the land is liable to pay the rates and charges on that land. In certain cases, the occupier,
mortgagee or licensee holder is liable to pay the rates.

The Local Government Act 1989 declares the unpaid rate or charge, interest and costs to be the first charge upon
the land, when the land is sold; ensuring Council receives the outstanding monies prior to the discharge of any
mortgage and or charges on the land.

2.12.1 Payment Dates for Rates

Council, in accordance with the Local Government Act 1989 must allow for the payment of rates by four
instalments per annum. The mandatory instalment payments are required at the end of September, November,
February and May each year in accordance with the Gazette dates. Council may allow a person to pay a rate or
charge in a single lump sum payment.

Banyule City Council offers payment by instalments only.
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2.12.2 Payment Methods

Council offers a range of payment options including

e Weekly Direct Debit

e Fortnightly Direct Debit

e Monthly Direct Debit

e Direct Debit (Instalment)

e BPay

e BPayView

e Council's website for MasterCard and Visa payments

e Australia Post billpay (phone & internet)

e Mail

e over the counter services at Council Service Centres or Australia Post agencies.

As an incentive to encourage payments made by weekly, fortnightly or monthly Direct Debit, interest will not be
charged on rates and charges paid by weekly, fortnightly or monthly direct debit until 30 June each financial
year.

2.12.3 Incentives for Prompt Payment

Section 168 of the Local Government Act 1989 provides that incentives may be offered by Council for payment of
rates and charges before the due dates.

No incentives are offered by Council for the payment of rates and charges before the dates.

2.12.4 Late Payment of Rates

Council has determined that the application of penalty interest will be applied on the sixth business day from
the gazette due date. The grace period was adopted by Council July 2014 and will remain in place unless revoked
and this will be declared as part of the annual Declaration of Rates and Charges.

Interest penalties will be in accordance with Section 172 (2) of the Local Government Act 1989, which allows
interest to be imposed on unpaid rates at the rate fixed under Section 2 of the Penalty Interest Rates Act 1983.

Council cannot apply an alternative rate but has the power to exempt any person from paying the whole or part
of any interest amount generally or specifically payable.

2.12.5 Debt Recovery - Collection of Overdue Rates

Council makes every effort to contact ratepayers at their correct address, but it is the ratepayers’ responsibility
to properly advise Council of their contact details. Section 122 of the Local Government Act 2020 requires the
purchaser of property, or their agents to notify Council by way of notices of acquisition.

If an account becomes overdue, Council has established procedures and guidelines for the collection of the
debt. This creates a consistent approach to debt collection and ensures that all ratepayers are treated equally
and fairly.

The purpose of the Collection guidelines is to act as a genuine deterrent to ratepayers who might otherwise fail
to pay rates on time, to allow Council to recover the administrative cost of following up unpaid rates and to
recover any interest cost the Council may incur due to lost investment opportunities. The principle in providing
for such penalty is that ratepayers who pay within the required timeframe should not have to subsidise or bear
any cost of ratepayers who default in payment. Details of Council’s collection framework is contained in Council's
Rates Collection Policy.
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2.15.6 Waiver/Deferment of Interest, Rates and Charges under Financial Hardship

Council acknowledges that some ratepayers will have trouble from time to time in meeting rate payments due
to any number of reasons. Council further understands that relief measures have a cost to Council which must
be borne by other ratepayers in either the short or long term.

Waivers are not generally granted. However, in cases such as those associated with severe hardship, Council
may grant waivers through the Hardship Assistance Policy, which is updated annually, taking in to account the
economic conditions at the time and other assistance measures in place across state and commonwealth
government agencies.

Council recognises there are cases of genuine financial hardship requiring respect and compassion in special
circumstances. In accordance with the Local Government Act 1989, Council has established a Rates Hardship
Assistance Policy which includes provisions for the waiver of rates, interest or deferment of rates and charges;

2.12.1 Special Circumstances Waiver

Council acknowledges that ratepayers will experience circumstances where they may fail to make payment of
their instalment and that this failure to pay on time is a departure from their usual pattern. In these
circumstances, upon receipt of a written request from the ratepayer Council may waive interest or associated
charges as a “one-off” special circumstance’s waiver, once the overdue amount has been paid.

2.13 Fire Services Property Levy

The Victorian Government introduced a property-based levy to fund the Metropolitan Fire Brigade (MFB) and the
Country Fire Authority (CFA) from 1 July 2013.

The Fire Services Property Levy replaced the insurance-based funding model as recommended by the Victorian
Bushfires Royal Commission.

Under the property-based levy:

e councils collect the levy through rates notices;

e thelevy is calculated based on the capital improved value of a property;

e the levy consists of a fixed component plus a variable component calculated as a percentage of
capital improved property values;

e the fixed component varies for residential properties and non-residential properties; and

e the levy rate varies for different property types such as residential, industrial, commercial and primary
production.

The fire services property levy is shown separately on rate notices.

It is important to note that Council is not raising any additional revenue from the levy; it is merely acting as a
collection agency on behalf of the State Government.

3. Government Grants

Council pursues all avenues to obtain external grant funds for prioritised works. Government Grants make up
approximately 10% of Council's yearly revenue and the largest proportion (20%) of government grants is made
up of the Financial Assistance grant provided by the Commonwealth Government under the Local Government
(Financial Assistance) Act 1995 (Commonwealth) Grants Commission Scheme and distributed annually to 79 local
governing bodies within Victoria via the Victorian Local Government Grants Commission.

The Financial Assistance Grant (VLGGC) program consists of two components:

e A general-purpose component, which is distributed between the states and territories according to
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population (i.e. on a per capita basis), and
e An identified local road component, which is distributed between the states and territories according
to fixed historical shares.
Both components of the grant are untied in the hands of local government, allowing councils to spend the
grants according to local priorities. Council applies the local roads component to road rehabilitation projects in
its Capital Works Program and utilises the general-purpose component to fund Council operations and Capital
works.

In addition to financial assistance grants, each year Council receives several other grants from the State &
Federal Government. Grants received may be to help fund capital works and short-term initiative projects or to
help fund the provision of regular Council services. These grants are split into two categories based on whether
they are of a recurrent (received each year) or non-recurrent (once-off) nature.

The volume of non-recurrent grants fluctuates from year to year and typically represent grants received towards
the funding of capital projects or small ad-hoc initiatives. Government departments generally designate a total
pool of funding available and eligibility criteria to access the funding. Council is responsible for identifying
funding that it may be eligible for and then making appropriate applications.

Recurrent grants are relatively consistent from year to year and are typically granted to Council to help fund the
provision of specific services (Home Care, Child Care, Maternal & Child Health, School Crossings, etc.). The grants
may designate specific obligations tied to the funding such as the requirement for Council to delivering a
minimum amount of service levels. If these obligations are not fully met, a portion of the funding may be
forfeited and need to be returned.

Council has no control over the available funding put forward by State and Federal Government. However,
Council is able to exercise an element of control over grant funding by; ensuring that applications are made for
all applicable grant funding pools, all funding obligations are met and the prioritization of capital works takes
into account each projects eligibility for grant funding.

4. Fees and Charges

Council provides a wide mix of goods and services to the community. All council services can be reviewed to
assess whether they are appropriate to attract user fees and charges. Council services which are deemed public
infrastructure are generally provided free of charge and associated expenditure is fully funded by rates and/or
grants. This includes the provision of roads, parks, footpaths, drainage, trees, etc.

Where a service is provided on an individual basis, they may often attract a fee or charge. The ability for Council
to set the fees and charges for these services may be impacted by state and/or federal government legislation of
funding conditions that either prohibit or sets ceilings for pricing. Some of these, such as planning fees, are set
by state government statute and are commonly known as ‘statutory fees'. In these cases, councils usually have
no control over the setting of the fee price.

For fees & charges other than ‘statutory fees’, each service is analysed as to whether it is of a commercial or
community-benefit nature. Services are deemed to be of a community-benefit nature if the provision of the
service delivers benefits to the wider community, and if the most at-risk members of our community would be
unfairly disadvantaged if they could not access the service. There are also some fees and charges charged by
Council not explicitly for the provision of a service, but of a punitive nature (e.g. fines) with the explicit purpose
of discouraging and deterring certain behaviours.

Each year as part of the budget process, Council reviews all fees and charges and adjusts the levels as
appropriate. Community-benefit fees are kept low, such that the cost of the service is not fully recovered but is
instead subsidised by Councils other revenue streams. Other commercial fees & charges are set consistent with
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application of the user pays principle - that is, so far as is possible, the cost of providing a direct service will be
offset by the fees charged.

A schedule of the current user fees and charges is presented for public consultation and feedback as part of
Council's annual budget process.

4.1 Cost recovery

Setting fees and charges is often determined by a notion that the fee charged for a service should correspond
with the cost of providing the service - that is the costs borne by Council in providing the service are fully
recovered by the fees & charges. However this notion is balanced with Council's wish for some essential services
to be accessible by the most disadvantaged members of our Community as well as the commercial reality, that
our fees need to be consistent with other providers in the market to remain competitive, as well as the supply
and demand realities that if the costs are set too high, the usage of the service will drop, reducing our overall
income.

The full cost of delivering a service or providing a facility includes both:

e Direct Costs - those costs that can be readily and unequivocally attributed to the delivery of a service
or activity because they are incurred exclusively for that particular product/activity.

e Indirect Costs (often referred to as overheads) - those costs that are not directly attributable to a
single activity but support a range of activities across Council (e.g. Information Technology costs).

4.1.1 Direct Costs

In line with sounds financial management principles Council's systems are set up to allocate direct costs straight
to the business unit providing the service. These costs include:

1. Labour - the wages and salaries of all staff directly working on that service.

2. Materials and supplies - supplies used in providing the service. This may include utilities, contractor
costs and car operating expenses.

3. Administrative expenses - the office support for a service. Typically, an operational unit provides a
number of services, so the administrative costs of that unit will need to be allocated across the
different services.

4. Equipment used in providing the service - this may include the purchase of equipment, plant hire,
leasing of equipment, etc.

These costs include staff on-costs, such as allowing for annual leave, sick leave, workers’ compensation
payments and long service leave.

4.1.2 Indirect Costs (Overheads)

Council has a range of “back office” operations that are not directly tied to any service delivery (e.g. IT, Customer
Service and HR). Nonetheless, these involve real costs that are incurred in supporting the delivery of Council's
services.

Council allocates indirect costs to the services it provides using a pro-rata approach. That is to say, Council
allocates indirect costs on a proportionate basis by using measures that are easily available, such as staff
involved in the activity as a percentage of total staff, total number of computers or the service unit's share of
total office floor space.

There are alternative ways to allocate indirect costs such as using Activity based costing, however this process
can be very labour intensive and costly, while a pro rata approach delivers similar results with less effort.

4.2 Fee setting

The responsibility for setting of fees & charges resides with the managerial unit responsible for delivering the
service. The fee setting is done as part of the budget process, where the impact of changing fees can be seen
against the unit's bottom line.

Ordinary Meeting of Council - 11 April 2022 Page 171



Item: 8.3 Attachment 1: Revised Revenue and Rating Plan 2022-2026

When setting the fees & charges for the new year, the following questions must be asked.

e Do any external constraints apply? Possibilities include:
o Other levels of Government setting a statutory price for that service, or
o Does Council need to take into account competitive neutrality adjustments
e Would setting a price based on recovering the full cost of the service be competitive with other
supplies (nearby councils and/or private competitors)?
e How will a change in price impact volume of usage of that service?
e Does Council have a strategy to either:
0 Subsidise the cost of this service (setting prices below full costs)?
0 Use the service as a taxation mechanism (setting prices above the full cost level)?

4.3 Competitive Neutrality

Compared to the private sector, government departments have a number of competitive advantages and
disadvantages when providing services in a competitive market. Competitive benefits may arise due to Council’s
taxation status or ability to subsidise a service with rates. Conversely Council may be disadvantaged due to
increased red tape (additional reporting costs and legislation to comply with), limited flexibility in restructuring
or comparative employment awards between the private and public sectors.

If Council deems that in the provision of any of its significant business activities it has a significant competitive
advantage (or disadvantage) over the market due to its public sector ownership, then a competitive neutrality
assessment may be required to be undertaken.

To undertake this assessment, the following steps are recommended by the Victorian Government's Competitive
Neutrality Policy:

e Determine whether the operation is a "significant business activity” and whether Council has a net
competitive advantage compared to the private sector.
e Weigh up the expected benefits and costs of introducing competitive neutrality policy measures.
e Determine if the public interest is served by implementing competitive neutrality policy measures.
If this analysis shows that a significant business activity of Council does enjoy a net competitive benefit, Council
is expected to set prices that include competitive neutral adjustments.

However, under the policy, this is not required if:
The costs of applying competitive neutrality outweigh the benefits, or

Council conducts and documents a “public interest test”, which involves public consultation on costed options,
and identifies clear public policy objectives for providing the service at below competitive neutral prices.

Council will conduct a competitive neutrality assessment of it's services on a rolling basis. To date, no services
have been identified as being a significant business activity where Council has a significant net competitive
advantage over the private sector. As such no competitive neutrality adjustments have been required to be
implemented to increase user fees.

4.4 Fee & Charge Principles

Council has developed a range of principles to determine the level of fees and charges to be applied to each
service. Fees and charges will be reviewed on an annual basis in line with these principles:

e Fees are charged in line with State and Federal government legislation or Local Laws.

e Fees and charges are set at a level that is deemed to be fair and equitable to enable the majority of
residents to access the services.

e Fees and charges are set to remain competitive with other ‘like-services' available in the market.

e No fees (or low fees) are charged for some services with an aim to encourage community
participation and positive health and wellbeing outcomes.

e Fees and charges that are punitive in nature, are set at a level significant enough to deter the targeted
behaviour without being overly burdensome.
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5. Review Period

This Revenue and Rating Plan covers the four-year period July 2022- June 2026. It will be reviewed and amended
during this 4-year period annually.

6. Related Documents

Public Open Space Plan 2016-2031 (D16/126502)
Development Contributions Plan (D18/200154)
Lease and Licence Framework (CD17128)

Rates Hardship Assistance Policy (CD17663)

1. Related Legislation

Local Government Act 2020

Local Government Act 1989

Penalty Interest Rates Act 1983

Cultural and Recreational Lands Act 1963
Valuation of Land Act 1960

Victorian Competitive Neutrality Policy
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e Actions are aligned with and resourced through the budgeting process.

Monitoring progress of the Year 1 (2021/2022) action plan, especially given the impacts of COVID-19, and challenges presented by a range of unforeseen
circumstances.
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2. Effective date

3. Definitions

4. Coverage and application
Part 2 — Council allowance categories

5. Council allowance categories
Part 3 — Base allowance for Council members
Council members entitled to a base allowance
Value of the base allowance for Mayors

Value of the base allowance for Deputy Mayors

L e Noo

Value of the base allowance for Councillors
Part 4 — Remote Area Travel Allowance
10.Remote Area Travel Allowance
Part 5 — Other matters
11.Allowance inclusive of superannuation entitlements

12.Annual indexation of allowances
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time) and are entitled to Superannuation Guarantee Contributions under
that Act, by virtue of the Council having made a resolution under section
446-5 of Schedule 1 of the Taxation Administration Act 1953 (Cth) (as
amended or replaced from time to time);

Superannuation Guarantee Contribution means the minimum
superannuation payments that an employer is required to make to a
superannuation fund on an employee’s behalf so as to avoid the
superannuation guarantee charge under the Superannuation Guarantee
(Administration) Act 1992 (Cth) (as amended or replaced from time to
time);

VIRTIPS Act means the Victorian Independent Remuneration Tribunal and
Improving Parliamentary Standards Act 2019 (Vic).

4. Coverage and application

4.1 This Determination sets the value of the amount of the allowance payable
to Council members.
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government (Council members).

In performing its functions and in exercising its powers, the Tribunal must act
independently and impartially and is not subject to the control or direction of any
person, including the Minister.?

On 17 June 2021, the Minister for Local Government, in consultation with the
Minister for Government Services, formally requested the Tribunal to make its first
Determination relating to the allowances of Council members. This request was
made under section 23A(4) of the VIRTIPS Act (Appendix A).

In its Determination, the Tribunal is required to include a Statement of Reasons for
the making of the Determination. This Statement of Reasons relates to the
Tribunal’s first Determination of the allowances for Council members.

LVIRTIPS Act, s. 5.
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under the Local Government ACt 1959 |VIC)
provide for any other matter the Tribunal considered relevant.

In making any of its Determinations, the Tribunal must also consider:*

any statement or policy issued by the Government of Victoria which is in
force with respect to its wages policy (or equivalent) and the remuneration
and allowances of any specified occupational group

the financial position and fiscal strategy of the State of Victoria

current and projected economic conditions and trends

submissions received in relation to the proposed Determination

any other prescribed matter.

The Allowance payable to Mayors, Deputy Mayors and Councillors (Victoria)

Determination No. 01/2022 applies to every Council member in all 79 Councils in
Victoria. Approximately 620 Council members were elected to Councils at the

most recent local government general elections held in 2020.5

2 VIRTIPS Act, ss. 23A(2), 23A(3).

3VIRTIPS Act, 5. 23(5).

4VIRTIPS Act, 5. 24{2).

5 Victorian Electoral Commission (2021), p. 27.
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For the purposes of clarity, in this Statement of Reasons, the term ‘Councils’ refers
to the whole Council organisation (including both the elected representatives and
the staff of a Council) and the terms ‘Mayor’, ‘Deputy Mayor’, and ‘Councillors’ or
‘Council members’ refer to the elected representatives of a Council.

The Determination does not apply to:

e administrators and Municipal Monitors appointed to a

Council — remuneration for these roles is fixed by the Minister for Local
Government®

e Council staff, including the Chief Executive Officer (CEO) of each Council’

e amember of a delegated committee,® unless the member is also a Council
member.

The Determination does not deal with Council expenses policies, which govern
reimbursement of the out-of-pocket expenses of Council members, or the
resources and facilities that Councils provide to Council members to perform their
roles. Under the Local Government Act 2020 (Vic) (LG Act 2020), individual
Councils are responsible for policies governing expenses and for providing
resources and facilities to Council members.?
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of Parliament in Victoria. Chapter 6 details relevant macroeconomic and financial
considerations considered by the Tribunal. The Tribunal’s overall considerations
and conclusions on the value of the allowance payable to Council members,
Council allowance categories and the new allowance framework are set out in
Chapter 7.
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traditional landowners and those who conduct activitiesin the municipal district.1*

Each elected Council represents a municipal district. Each municipal district is
represented by between five and 12 Council members who are elected by
residents of the district and ratepayers.*? Council elections are held in Victoria
every four years and the voting system is set by the Minister for Local
Government.

Elected Council members are collectively responsible for appointing the Council’s
CEO for up to five years. The CEO is responsible for overseeing the day-to-day
management of Council services and activities, Council staffing matters and
supporting Council members in the performance of their roles.*

Figure 2.1 illustrates the relationship between the elected representatives of a
Council — Mayors, Deputy Mayors and Councillors — and the administration
— the CEO and other staff.

10 State Government of Victoria (n.d.d).
111G Act 2020, ss. 3, 8(1).

12 LG Act 2020, ss. 12-13.

131G Act 2020, ss. 257(1)(b), 262.

14 LG Act 2020, ss. 44, 46.
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Councils are a significant part of the Victorian economy, spending more than
S7 billion on service delivery and $2 billion on infrastructure annually, and
managing over $70 billion in public assets. Councils also employ over
50,000 people.*®* Core services delivered by all Councils include waste
management and parking services, while other Council services are delivered
according to particular local circumstances (e.g. aged care).®

Councils may also make and enforce local laws which complement their
responsibilities and powers under State and Commonwealth legislation, provided
they are made in accordance with the Council’s community engagement policy
and local law requirements.*’

15 State Government of Victoria (n.d.e).
5 MAVY (n.d.b).
LG Act 2020, ss. 71-73.
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The LG Act 2020 introduced a principles-based legislative framework?® aimed at

delivering:24

improved Councillor conduct — for example, by replacing pre-existing varied
internal resolution procedures for managing Councillor conduct issues with a
hierarchy for the management of councillor conduct issues, centrally managed
by the Principal Councillor Conduct Registrar

improved service delivery — for example, through higher standards for
planning and reporting, increased transparency and accessibility of Council
information, and placing the Council Plan and Budget at the centre of strategic
decision-making and service delivery

increased community confidence — through changes including the imposition
of a uniform voting method under the Victorian Electoral Commission (instead
of leaving the method to the discretion of Council members) to enable all
communities to be equally represented when voting

strengthened local democracy — for example, by increasing Council
accountability to communities by requiring Councils to have a complaints
handling policy, and introducing a requirement for Council CEOs to set out
gender equity, diversity and inclusiveness measures for Council staff
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(around 3,000 people) has the smallest population of all Victorian Councils. The
average population of each Council is around 85,000.%°

In terms of revenue, in 2020-21, Wyndham City Council (approximately
$610 million) and Casey City Council (approximately $570 million) also recorded
the highest total recurrent revenues. In comparison, six Councils recorded total
recurrent revenue of less than $25 million. Average total recurrent revenue was
around $140 million in 2020-21.%*

The largest Councils by geographic size are Mildura Rural City Council and East
Gippsland Shire Council, and each cover over 20,000 km?2. In contrast, the smallest
Council by geographic size is the Borough of Queenscliffe, representing a
municipal district of just under 9 km2.4? The average geographic size is about
3,000 km?2.#3

Melbourne City Council is unigue as it is home to the seat of the Victorian
Government and to many local, national and international companies, peak
bodies, and government and non-government agencies. It is made up of the city
centre and a number of inner suburbs. Melbourne City Council covers around
38 km? and has a residential population of almost 184,000.% A significant amount
of economic activity has traditionally occurred within its boundaries. For example,
prior to the outbreak of COVID-19, Gross Regional Product (GRP)* for the
Melbourne City Council’s Central Business District (CBD) was estimated at around
S74 billion. However, GRP for the CBD area decreased by around 50 per cent to
approximately $35 billion in 2020 due to the impact of COVID-15.4

To undertake comparative analyses of Council performance, LGV divides Councils
into five categories: Metropolitan, Interface, Regional City, Large Shire and Small
Shire.*” However, even within these categories Councils are found to vary widely
in terms of population, geographical size and recurrent revenue (Table 2.1).

20 ABS (2021d).

#* Data supplied to the Tribunal by Local Government Victoria, (2021).

42 ABS (2020).

42 ABS (2020).

44 City of Melbourne (n.d.).

45 (5RPis defined as the market value of all final goods and services produced in a region or subdivision of a country in a period
(quarterly or yearly) of time. City of Melbourne (2021), p. 2.

28 City of Melbourne (2021), p. 2.

47 State Government of Victoria (n.d.f).
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Standing for Council gives people the opportunity to influence and effect change
in their municipality.*® As noted by Moonee Valley City Council in its submission,
Councillors represent ‘the closest level of Government to our Victorian

communities’ (p. 2).

To be able to nominate as a candidate for a Council election, a person must: **

be an Australian citizen

be at least 18 years of age on election day

be enrolled as a voter in the municipal district in which they are standing for
election

have completed mandatory Local Government Candidate Training

not be disqualified from being a Councillor — for example, may not be a
current Council staff member.

28 Constitution Act 1975 (Vic), s. 744 14).
221G Act 2020 (Vic), s. 8.

50 MAVY (n.d.d).

3LLG Act 2020, s. 34,
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NoTe:! Fercentages calculatea pased on bll Louncll memoers.
Sources: Data provided to the Tribunal by LGV in 2021; Spence Consulting Group (2020).

Ofthe 76 leadership teams, comprising 76 Mayors and 69 Deputy Mayors:*®

e the average age for Mayors was around 55 years, and around 52 for Deputy
Mayors

e seven individuals were under the age of 30 years (one female Mayor, two
female Deputy Mayors and four male Deputy Mayors)

e 14 of the 76 Councils that held elections had all-female leadership teams

® regional city Councils had the highest proportion of female Mayors (around
60 per cent) compared to other LGV Council categories, while small shires had
the lowest (around 20 per cent).

58 Data supplied to the Tribunal by LGV (2021).
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of a Council meeting

e when the Mayor is incapable of performing the duties of the office of Mayor
for any reason, including iliness

e when the office of Mayor is vacant.

If a Council has not established an office of the Deputy Mayor, it may appoint a
Councillor to be the Acting Mayor in the same circumstances where a Deputy
Mayor would perform the role of Mayor.®®

The Tribunal received differing accounts from questionnaire respondents and
submissions regarding the workload and responsibilities of Deputy Mayors. Some
indicated that the role was substantially greater than that of a Councillor, while
others considered the difference between a Deputy Mayor and Councillor to be
negligible or non-existent (Box 3.5). However, these responses need to be

24 LG Act 2020, 5. 20A.

5 Data requested from Councils by the Tribunal in 2021.
%8G Act 2020,s. 27,

&7 City of Melbourne Act 2001 (Vic), ss. 12, 14,

281G Act 2020,s. 21,

22 LG Act 2020, ss. 204(3), 20B.
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Council members if they are dissatisfied with the performance of their Council or
Council members.

Council members are also subject to laws made by the Victorian Parliament, which
determine the functions, powers and duties of Councils.?? For example, the
Victorian Parliament has made laws with respect to:*

e the constitution of Councils

e the powers, duties and responsibilities of Council members
e the suspension or administration of a Council

e enrolment, conduct and voting at Council elections.

Other Victorian Government mechanisms designed to hold Council members
accountable (both individually and collectively) to fellow Council members, ward
constituents and the broader municipal community are outlined below.

The Minister for Local Government is empowered by the LG Act 2020 with various
oversight functions including suspension of Council members. For example, the
Minister has the power to dismiss all Council members on a Council and to appoint
an administrator to perform the Council’s functions, or to appoint a Municipal
Monitor to a Council to monitor governance processes and practices.?*

These Ministerial oversight powers are complemented by a range of accountability
mechanisms that apply to Councils and Council members, overseen by
independent integrity hodies established by the Victorian Government including:

e the Independent Broad-based Anti-corruption Commission, which is
responsible for investigating (and can bring potential criminal proceedings for)
corrupt conduct®®

e the Local Government Inspectorate, which investigates matters relating to
council operations and possible offences under the LG Act 2020%

e the Victorian Ombudsman, which can consider complaints about Council
actions and decisions®’

e VAGO, which undertakes financial and performance audits of Councils, along
with other ad hoc reviews.*®

22 Constitution Act 1975 (Vic), s. 74B.

3 For example, LG Act 2020, ss. 12-13, 28,232, 240-241 and 257.
LG Act 2020, Part 7.

55 |BAC (n.d.b).

% Local Government Inspectorate (n.d.).

" Victoran Ombudsman, (n.d.).

= VAGO (n.d.).
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contributing to Council’s strategic direction. Additional important duties apply to
the roles of Mayor and Deputy Mayor in leading the municipal community and
other Council members and managing the relationship between Council members
and the Council’s CEQ.

The scope and complexity of a Council member’s role has increased significantly
in recent years. The role of Mayor is characterised as a full-time commitment. The
role of Deputy Mayor is also expected to grow, while for Councillors a typical
week’s time commitment has been estimated at around 23 hours (and more for
some Councillors).

The cycle of four-yearly elections provides a mechanism for voters to hold Council
members to account for their performance. In performing their roles, Council
members are also subject to a range of legal accountability and integrity
frameworks and requirements.

8 G Act 2020 (Vic), s. 43.
100 |G Act 2020, 5. 123(1).
101 DJPR [n.d.b).

102 |GV (2021).

103 |GV (2021).
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Initially, allowances were provided only to Mayors (or equivalent) in Victoria, and
each Council had discretion over whether to pay an allowance at all. It was not
until the 1980s that the payment of allowances was made mandatory and
extended to all Council members. A separate ‘remote area travel allowance’ was
introduced in 1998, and the concept of ‘allowance categories’ was introduced in
2001 (Table 4.1).
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Under this system, a number of ‘category points’ is calculated for each Council on
the basis of the Council's total recurrent revenue and estimated resident
population (Box 4.1). Councils are assighed to an allowance category based
primarily on the category points calculation (Table 4.3).

108 Councillor Allowances Review Panel (2000), p. 2.
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The Tribunal also found that total annual expenditure on allowances for Council
members is low relative to Council annual revenue (revenue is often in the
hundreds of millions of dollars). In 2020-21, for example, payment of allowances
represented an average 0.4 per cent of a Council’s total recurrent revenue. This
figure was slightly higher (0.7 per cent) when considering only Category 1 Councils,
which typically have lower total recurrent revenues. The only Council where the
cost of paying allowances exceeded one per cent of total recurrent revenue in
2020-21 was the Borough of Queenscliffe.!?

Unders. 39(5) of the LG Act 2020, Council members may elect to receive the entire
annual allowance to which they are entitled, a specified part of the annual
allowance, or no annual allowance. According to data provided to the Tribunal
by 77 Councils, the vast majority of serving Council members have elected to
receive the entire annual allowance to which they are entitled (as at 1 July 2021).

22 Councillor Allowances Review Panel (2000), p. 21.

122 Councillor Allowances Review Panel (2000), p. 4.

19 Includes three Councils under administration as at 1 July 2021 — for these Councils, maximum values were the amounts
payable immediately prior to the date of administration. Around 86 per cent of Category 2 Councils and 77 per cent of
Category 1 Councils had set their allowances at the maximum levels. Data requested from Councils by the Tribunal in 2021.

111 Tribunal analysis using data provided to the Tribunal by LGV in 2021.
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Only Council members in Councils that are not ELGBs are eligible to receive the
payment in lieu of superannuation.?*” Of the 77 Councils that responded to the
Tribunal’s data request, 11 (around 15 per cent) indicated they were ELGBs as at
1 July 2021.

Since 2008, an additional payment has been provided to all Council members
(including those in Greater Geelong City Council and Melbourne City Council) who

are not entitled to compulsory superannuation contributions.t®

The value of the payment is set in the same Order which sets the minimum and
maximum annual allowance values for each allowance category, and is equivalent
in value to the SG contribution (10 per cent as at 1July 2021). As there is no
requirement for it to be paid into a complying superannuation fund, for eligible
Council members, the payment has the effect of increasing the annual allowance
paid by the equivalent of the SG contribution.

114 Australian Taxation Office (2007).

113 Taxation Administration Act 1953 (Cth), s. 446-5(1)(a) and Schedule 1, 12-45(1)(e).
118 |ocal Government (Councillor Remuneration Review) Panel (2008), p. 20.

W Victorian Government Gazette, No. G 48, 27 November 2008, p. 2788.

112 State Govemment of Victoria (2008), p. 3.
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Premier for public sector executives and board members in Victoria.??® In 2021-22,
the rate was set at 1.5 per cent. At the time of making this Determination, this
increase had not been applied to annual allowances for Council members.

Since 2008, the annual adjustment rate has also been applied to annual allowances
for Melbourne City Council and the Mayor and Deputy Mayor of Greater Geelong
City Council (with the exception of 2021-22). In addition to annual adjustments,
the following once-off adjustments have been made:

e in October 2012, annual allowances for the Lord Mayor, Deputy Lord Mayor
and Councillorsin Melbourne City Council were increased by 7 per cent,
31 per cent and 11 per cent, respectively'?’

e in October 2012, higher annual allowances were introduced for the Mayor
and Deputy Mayor of Greater Geelong City Council, although in October 2017

124 | peal Government (Councillor Remuneration Review) Panel (2008), p. 1.

125 | ocal Government Amendment (Councillor Conduct and Other Matters) Act 2008 [Vic), s. 4.

128 Tribunal analysis of Ministerial notices published in the Government Gazette which specified the rate of adjustment.
127 Victorian Govemment Gazette, No. G 27,5 July 2012, pp. 1489-1490.
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compulsory superannuation contributions receive an additional payment in lieu of
superannuation, and Council members who meet certain eligibility requirements
receive a remote area travel allowance.

The Tribunal’s consultation processes found different stakeholder views on the
purpose of the allowances system, the existing allowance categories and the value
of allowances. Subsequent chapters further explore the Victorian allowances
framework, including by comparing it to those in other Australian jurisdictions and
remuneration for selected occupations.

131 MAV submission, p. 2.
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Councils in some jurisdictions deliver services that, in Victoria, are the
responsibility of the state government. For example, Brishane City Council
provides a range of public transport services (e.g. buses and ferries),**” and is also
responsible for developing and delivering Brisbane Metro — a $1.2 billion
transport infrastructure project that it is jointly funding with the
Commonwealth.*** By contrast, public transport in the Melbourne City Council is
administered by the Victorian Department of Transport.

Certain Councils in New South Wales, Queensland and Tasmania are also

135

responsible for water and sewerage functions, 2 which are performed in Victoria

by water corporations. In contrast to Victoria and other states, Councils in the
Northern Territory provide a more limited range of (property-related) services.1®

24 [ocal Government Act 2019 (NT), 5. 106.

135 |n this chapter the term LGA s used to describe the area administered by a Council, as thisis the convertion in other
Australian jurisdictions. In Victoria, the areaadministered by a Councll is referred to as a municipal districtin the LG Act 2020.

138 Productivity Commission (2017), pp. 3-5.

127 Productivity Commission (2017), p. 5.

132 Brisbane Gty Council (2021).

122 Productivity Commission (2017), p. 5.

149 Productivity Commission (2017), p. 5.
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compulsory superannuation. As the majority of Council members in Victoria
currently receive this payment (Chapter4), this provides the best basis for
comparing allowances across jurisdictions.

As noted above, it is not a straightforward exercise to compare allowance values
across jurisdictions due to differences in the roles of Councils and Council
members and the characteristics of LGAs. Nonetheless, the following high-level
observations can be made:

e allowances in Queensland are significantly higher than in all other
jurisdictions and appear more akin to a salary, while South Australia currently
provides the lowest allowances

e every jurisdiction with the exception of Victoria and New South Wales
specifies a separate allowance for Deputy Mayors.

In addition, there are some differences in how jurisdictions structure their
allowances. For example, in Queensland, Council members in Category 1 Councils

142 \While the ity of Perth also does not have a separate allowance category, its Council members are entitled to a higher rate
of allowance than their counterparts in other Councilsin the same category. Salaries and Allowances Tribunal (WA) (2021).

150 | ocal Government Remuneration Tribunal (NSW) (2021), p. 20.

151 ABS (2021d).
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receive a base payment in addition to monthly payments for attendance at, and
participation in, the 12 mandated Council meetings.*5? Similarly, in Western
Australia, Councils have the option to provide Council members with either a fee
in respect of each Council meeting they attend, or an annual allowance (Mayors
and Deputy Mavyors are also entitled to an additional allowance).'®2

In the Northern Territory, Council members are entitled to four separate
allowances — base allowance, electoral allowance, professional development

allowance and extra meeting allowance.'**

In South Australia, a ‘travel time allowance’ is payable to Council members in
non-metropolitan Councils as compensation for long-distance travel. The payment
ranges from $441 p.a. to $1,601 p.a., depending on the distance between the
Council member’s usual place of residence and the Council’s principal office.**®

152 | ocal Government Remuneration Commission (Qld) (2020), p. 15.
153 Salaries and Allowances Tribural (WA) (2021), p. 18.

154 Department of Chief Minister and Cabinet (NT), pp. 1-3.

155 | ocal Government Association of South Australia (2021).
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their respective roles, taking into account that there is no separate allowance for
the Deputy Lord Mayor of the City of Sydney.
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only receive a salary. Values reflect both. (c) Presiding members of prescribed committees are entitled to an annual allowance of 1.5 times the Councillor allowance, while
presiding members of committees which are not prescribed receive an additional amount of up to $1,761 per annum. (d} Councils may elect to pay Councillors a fee in respect of
every meeting they attend or provide an annual allowance in lieu of meeting fees. Values calculated on the basis of a Council opting for an annual allowance. Mayors and Deputy
Mayors (or equivalent) are also entitled to an additional allowance on top of their attendance fees (whether paid annually or per meeting). (e) Figures are the maximum
allowances payable, and include a Base Allowance, Electoral Allowance, Professional Development Allowance, and the maximum extra meeting allowance.

Sources: ABS (2021d); Brisbane City Council (2021); Department of Chief Minister and Cabinet (NT) (2021); Local Government (General) Regulations 2015 (Tas); Local Government
Remuneration Tribunal (NSW) (2021); Remuneration Tribunal of South Australia (2018); Salaries and Allowances Tribunal (WA) (2021); Victorian Government Gazette.

94
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millions of dollars.

Nonetheless, two of the roles mentioned above — members of public entity
boards and MPs — do share some characteristics with the roles undertaken by
Council members. For example, MPs are required to represent the interests of
their constituents, and directors of larger public entities oversee significant
amounts of assets and/or revenue. These similarities are further explored below.

96
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representatives, LOUNCI Mempers are more accessiple 10 — and supject 1o
scrutiny from — members of the public.

Another difference is that Council members are not required to have specific
qualifications or experience, while the terms of reference or enabling legislation
for a public entity may mandate specific requirements for directors
(e.g. qualifications or experience).'®

161 /PSC (2015), p. 6;VPSC (2013), p. 16.
163 \/PSC (2015}, pp. 11-12; LG Act 2020, ss. 28, 44, 94,
15 DPC (2021}, p. 9.

97
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(Table 5.8). However, there is some scope for Ministers to assignh entities to higher

bands if certain criteria apply.1®

Generally speaking, the directors of ‘larger’ entities (in terms of assets, turnover
and operating surplus/profit) are entitled to be remunerated at a higher rate than
those of smaller entities. Chairs are entitled to higher rates of remuneration than
other directors, in recognition of additional leadership and relationship
management responsibilities. Deputy Chairs are paid the same as other directors
except for periods when they assume the Chair’s role.*® Directors may be
remunerated outside of the relevant band (e.g. where they are asked to take on
additional responsibilities), subject to Cabinet approval.*’®

Ministers are generally responsible for setting remuneration levels within the
relevant band. The discretion available in setting the remuneration of public entity
directors needs to be borne in mind in considering the below table.

187 DPC (2021}, p. 8.

185 DPC (2021), p. 33.

182 DPC (2021), pp. 19-20.
170 DPC (2021), p. 23.
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member. For example, both are elected by their constituents and are expected
to:17s

e represent the interests of the electorate/municipal community

e contribute to decision-making (or the legislative process, in the case of MPs)

e attend meetings of the rule-making body (i.e. parliamentary sittings or
Council meetings).

In addition, neither role has a formal job description, mandatory gualifications,
performance measures or assigned responsibilities, and yet those who hold these
positions are required to satisfy high levels of accountability and scrutiny.*’¢ They
all hold their positions at the will of electors.

However, inits review of Council member allowances completedin 2008, the Local
Government (Councillor Remuneration Review) Panel observed that MPs have ‘a
significantly broader range of responsibilities’ than Council members, and can

71 Victorian Local Government Grants Commission (2021).

72 Using the classification method in the Guidelines, half of all Councils would fit into either Band 1 (if applying the criteria for
GBEs) or Band 2 (if applying the criteria for statutory authorities).

L3 \fictorian Local Government Grants Commission (2021).

174 Theo Zographos submission, p. 1; responses to the Tribunal’s questionnaire distributed to Council members.

L5 LG Act 2020, 5. 28; Victorian Independent Remuneration Tribunal (2019), chapter 2.

78 Victorian Independent Remuneration Tribunal (2019), p. 39.
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make decisions that ‘literally affect the life and liberty of all members of the
State’.Y’7 The Panel did not accept that there should be a direct relationship

between the remuneration of MPs and Council members.178

The Tribunal notes that there are several other key differences between the roles
of Council members and MPs. For example:

e while the role of a Councillor is a part-time commitment, the role of an MP is
typically described as a full-time commitment

e unlike Council members, MPs are responsible for managing an electorate
office and electorate officers employed on their behalf17®

e for MPs, the number of electors in each electoral district/region must be
within 10 per cent of the average number of electors across all electoral
districts/regions (as at January 2022, the average number of electors was
around 49,000 for districts and 540,000 for regions),*®® while the number of
electors can vary significantly between Council municipal districts (from
around 4,000 to over 200,000).

As at 1 July 2021, the basic salary payable to an MP was $186,573 p.a.’®* MPs who
hold a specified parliamentary office (e.g. Minister) also receive an additional
salary — ranging from $7,479 p.a.to $208,631 p.a. — in recognition of their higher
responsibilities. 2 In addition, MPs are paid superannuation, with those elected
after 2004 receiving 16 per cent superannuation based ontheir total salary. €2 MPs
also receive a range of work-related parliamentary allowances and other
entitlements.*®* Considering only the basic salary, this figure is around six times
the maximum allowance payable to a Councillor in a Category 3 Council. It also
needs to be borne in mind that MPs also receive a number of other allowances.

Between 1 July 2009 and 1 July 2021, the value of an MP’s basic salary has grown
by around 40 per cent, compared to growth of around 30 per cent in Council
member allowances over the same time period.*®

" Local Government (Councillor Remuneration Review) Panel (2008), p. 14.

% | ocal Government (Councillor Remuneration Review) Panel (2008), p. 14.

% Victorian Independent Remuneration Tribunal (2019), pp. 48-49.

80 Flectaral Boundaries Commission Act 1982 (Vic), s. 5(4); Victorian Electoral Commission (2022a); Victorian Electoral
Commission (2022b).

181 Viictorian Independert Remuneration Tribunal (2021), p. 4.

22 The additional salary amount varies by type of office. Some specified parliamentary office holders also receive an expense
allowance.

183 parliamentary Salaries, Allowances and Superannuation Act 1968 (Vic), Part4, Division 2.

8 Victorian Independent Remuneration Tribunal (2019).

122 This calculation excludes the roll-in of the expense allowance for MPs into the basic salary from 16 September 2019.
Victorian Independent Remuneration Tribunal (2019).
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The Tribunal considered the Casual NMW rate because, like casual employees,
Council members:

e do not accrue leave entitlements

e may be required to work irregular hours

e are not guaranteed an ongoing position (e.g. a Council member may lose
their position at the next general election).

It is possible to compare existing maximum annual allowances for Councillors to
the Casual NMW by converting the former into an hourly rate. This can be done
using the time commitment of a Councillor. The resulting hourly rate, which varies
according to allowance category, is given as a guide only. This is because, as
Councillors are paid a fixed annual allowance, the hourly rate an individual
Councillor receives decreases/increases the more/fewer hours they dedicate to
their role.

188 Fair Work Commission (2021).
187 Fair Work Commission (2021).
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similarities, but also some key differences in the roles and responsibilities between
these groups and Council members.

104
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economy.

In regard to price movements, ABS data show that the All Groups Consumer Price
Index for Melbourne (Melbourne CPI) grew by 2.5 per cent between
December 2020 and December 2021 — the lowest rate of all capital cities.*®

ABS data on wage movements show that the Victorian WPI increased by 2.5 per
cent for the 12 months to September 2021 — the highest growth of all mainland
states. This includes a 0.9 per cent increase in the September quarter 2021, which
was the highest quarterly increase since 2013.%*7 Another commonly used
measure of wage movements, AWOTE for full-time Victorian adults, grew
by 2.4 per cent between May 2020 and May 2021.%%8

151 RBA (2022), pp. 2, 61.
153 OTF (2021d), p. 1.

194 OTF (2021c), p. 7.

195 ABS (2022).

196 ABS (2021c).

197 ABS (20216).

195 ABS (2021b).
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commitment to the four-step fiscal strategy outlined in the Budget:>%

e Step 1 —creatingjobs, reducing unemployment and restoring economic
growth

e Step 2 —returning to an operating cash surplus

e Step 3 —returning to operating surpluses

e Step 4 —stabilising debt levels.

The Budget included significant infrastructure spending to support economic
recovery, with annual Government infrastructure investment expected to average
$22.2 billion over the budget and forward estimates.?®®

208 OTF (2021c), p. 22.
207 OTF (2021c), p. 3.
208 OTF (2021c), p.23.
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a group of Councils.?1°

There are currently three allowance categories (Categories 1, 2 and 3) with each
Council in Victoria, other than Melbourne City Council, assigned to one of the
categories according to a formula which takes into account the Council’s revenue
and the size of the population in the Council area. The value of the allowance
payable to Council members in a Council in Category 1 is less than that paid to
those in a Council in Category 2, and the value of the allowance payable to Council
members in a Council in Category 2 is less than that paid to those in a Council in
Category 3. The Tribunal decided there should be four Council allowance
categories, with all Councils, except Melbourne City Council, assighed to
Categories 1, 2 or 3 and with Melboumne City Council assigned to Category 4.

To date Melbourne City Council, the capital city of Victoria, has been treated
separately from other councils with respect to allowances. Most other jurisdictions
have a ‘separate’ Council allowance category for the state or territory’s capital city
reflecting the economic and social importance of the capital city to the jurisdiction.

208 \IRTIPS Act, 5. 23A(2).
210 VIRTIPS Act, 5. 23A(3).
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For similar reasons, the Tribunal considered there should also be a separate
Council allowance category for Melbourne City Council.

With respect to the number of Council allowance categories, the Tribunal notes
that most other jurisdictions have more allowance categories (e.g. New South
Wales has 11). However, the Tribunal considers that for Victoria four Council
allowance categories appropriately balances the wide variation in Council
characteristics against the common fundamental requirements and duties of all
Victorian Council members and the unique set of challenges faced by each Council.

With respect to the assignment of Councils to the Council allowance categories,
the Tribunal also recognises that most other jurisdictions consider a wider range
of factors (e.g. infrastructure and assets managed by the Council) for the purpose
of assigning Councils to allowance categories. However, the Tribunal considers a
Council’s revenue and population size are sufficient bases for assigning Councils to
Categories 1, 2 and 3. The Tribunal concurs with the findings in 2000 of the
Councillor Allowances Review Panel that ‘total revenue’ is ‘an approximate
indicator of the size and complexity of the governance role’ and ‘population size’
is a ‘reasonable indicator of [a Council member’s] representational workload’.?1!

The existing formula for assigning Councils to Categories 1, 2 or 3 based on their
revenue and population size contains a ‘discount factor’ to preclude a Council
moving to another allowance category simply because their revenue hasincreased
in line with inflation. The “discount factor’ is calculated using annual movements
in average weekly earnings since 1999-2000.212

There are contemporary Council revenue and population size data available,
enabling the formula and associated points for assigning Councils to Categories 1,
2 or 3 to be reset so as to avoid having to rely on a discount factor at this stage.
Accordingly, the Tribunal decided to reset the formula and associated points for
assigning Councils to Categories 1, 2 or 3 assetoutin Box 7.1 and Table 7.1 below.

241 Councillor Allowances Review Panel (2000), p. 21.
212 Vfictorian Government (2008), p. 10.
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The number of Council allowance categories and the bases for assigning Councils
to the allowance categories were supported by many who responded to the
Tribunal’s questionnaire and in submissions to the Tribunal. Some Council
members in rurally located Councils, with more geographically dispersed
populations, submitted the existing allowance categories do not adequately take
into account the challenges involved in serving their communities. The Tribunal
considers some of these concerns are best addressed in its consideration of the
types and value of the amount of the allowance payable to Council members.

Overall, the Tribunal considered that generally the current three allowance
categories, with the addition of a Category 4 Council allowance category for
Melbourne City Council having regard to its particular circumstances, would
adequately account for the complex economic, social and environmental
variations between Councils that cause differences in Council members’
governance responsibilities and workloads.

114
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superannuationinto a base allowance.

The Tribunal considers this will simplify arrangements, increase transparency and
ensure the equal treatment of all Council members, irrespective of their status and
treatment under Commonwealth superannuation law. Council members can
continue to request that some or all of their base allowance is paid info a
complying superannuation fund, subject to applicable requirements and limits
under Commonwealth law.

For those Council members whose Councils have elected to become an ELGB,
1/11™ of the value of their allowance will be paid as superannuation. The
proportion of the allowance contributed to the Council member’s nominated
superannuation fund will change in line with future changes to the Superannuation
Guarantee.

Consistent with existing arrangements, the Tribunal also decided to separately set
a remote area travel allowance for Council members and to provide eligibility
criteria for claiming it.

116
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Most Council members who responded to the Tribunal’s questionnaire considered
that the existing allowance values were too low. On the other hand, submissions
from community groups representing the interests of ratepayers and from
members of the public commented strongly that the values of the allowance
should not be increased.

The Tribunal considers that the significant contribution of Council members to
local government is not being adequately recognised in the current value of the
amount of the allowance payable to them. In particular, the Tribunal decided that
an increase in the value of the allowance is justified given:

e increases in the scope and complexity of Council members’ roles since the
last comprehensive allowances review in 2007-08

e high levels of community expectations placed on Council members to
represent, and respond to, the interests of members of their municipal
community

* evidence presented by stakeholders that the role of a Council member is
more akin to a job’ than purely voluntary in nature, especially for the role of
Mayor

e pastincreases in the value of the allowance have not kept pace with increases
in wages in the broader economy

e comparisons with the allowance values for Council members in other
Australian jurisdictions, especially given Victoria has the highest average LGA
population of all jurisdictions

e comparisons with the remuneration for roles that have some similar
responsibilities to those of Council members, including for persons elected to
other voluntary part-time community bodies

e evidence from stakeholders that higher allowance values are likely to impact
positively on Council member diversity, including the representation of
women in local leadership roles.

The Tribunal then turned to determining the appropriate value of the base
allowance payable for each of Mayors, Deputy Mayors and Councillors.
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The Tribunal decided to set the value of the amount of the base allowance payable
to:

e 3 Mayor in a Category 1 Council at 583,007 per annum

e 3 Mayor in a Category 2 Council at $107,189 per annum

e 3 Mayor in a Category 3 Council at $132,573 per annum

e a3 Mayor in a Category 4 Council (Melboumne City Council) at $265,148 per
annum

This brings the value of the amount of the base allowance payable to
Category 1, 2 and 3 Mayors to the level it would have been had it been indexed by
AWOTE since 2008 and broadly into line with the maximum fees payable to Chairs
of large Victorian public entities with similar-sized assets and revenues.

The value of the base allowance is also reasonably comparable to the allowance
for Mayors in other jurisdictions, bearing in mind the caution that needs to be
exercised in making such comparisons. For the Lord Mayor of Melbourne City
Council, the value of the base allowance payable for this role will continue to be
ranked third amongst capital city Mayors.
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The Tribunal decided to set the value of the amount of the base allowance payable
to:

e a Councillor in a Category 1 Council at $25,469 per annum

e 3 Councillor in a Category 2 Council at $31,756 per annum

e a Councillor in a Category 3 Council at $38,047 per annum

e 3 Councillor in a Category 4 Council (Melbourne City Council) at $57,070 per
annum.

The base allowance values set for Councillors are broadly consistent with the fees
payable to directors of relevant public entities in Victoria, although the estimated
time commitment of Councillors is likely to be higher than that of board directors.
They are also reasonably comparable to the allowance for Councillors in other
jurisdictions, again bearing in mind the caution that needs to he exercised in
making such comparisons.

The values also take into account the minimum remuneration that a Victorian may
expect to receive if they were to devote a similar amount of time to a job, based
on the Australian NMW.

The Tribunal considers its decision is consistent with both encouraging a diverse

Ordinary Meeting of Council - 11 April 2022 Page 333



ltem: 8.5 Attachment 1: Determination No.01/2022

Ordinary Meeting of Council - 11 April 2022 Page 334



Iltem: 8.5

Attachment 1: Determination No.01/2022

member has been authorised to attend.

The value of the remote area travel allowance was last set in 2001. It is equal
to $40 per day that the Council member attends an authorised event, subject to
an annual cap of $5,000 for each Council member.

The Tribunal’'s questionnaire asked Council members about the eligibility
requirements for, and value of, the remote area travel allowance. Of those
respondents who had ever received the remote area travel allowance, most
thought that the distance requirement of 50km was appropriate, but around half
considered the daily rate of $40 to be too low. The Tribunal notes that the value
of the remote area travel allowance has not been updated in over 20 years,
meaning that its real worth has been eroded by inflation.

For these reasons the Tribunal decided to retain the remote area travel allowance
for Council members and increase by 10 per cent both its value and the annual cap
on the amount that can be claimed, consistent with the increase decided for the
Councillor base allowance.

23 VIRTIPS Act, s. 23A(5)(b).
24 VIRTIPS Act, 5. 238.
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allowances annually.

In making the Determination, the Tribunal has taken into account the substantial
change in the roles, responsihilities and workload of Council members since their
allowances were last reviewed and considered the purpose of Council member
allowances and the impact of altering their value, including on diversity of
representation in local government.

The Tribunal has also comprehensively reviewed the existing allowances system
for Council members taking into account similar allowances for elected members
of local government in other states and in the Northern Territory and allowances
for persons elected to voluntary part-time community bodies.

Further, the Tribunal has considered the remuneration of other relevant
comparator positions, such as directors and Chairs of Victorian public entities.

The Tribunal has been greatly assisted by the many submissions and questionnaire
responses it has received.

This Determination takes effect from 18 December 2021.
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East Gippsland Shire Council
Frank Donato

Graham Jolly

James Bae

Kelly Rossiter

Margaret Quon

Marion Attwater

Mio Ihashi

Moonee Valley City Council
Municipal Association of Victoria
Ratepayers Victoria

Sandra Taylor

Sharyn More

Sharyn Saxon

Sustainability Action Network
Theo Zographos

Victorian Local Governance Association.

-
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A further 11 submissions were received from parties who requested that their
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The Tribunal received 258 responses to the questionnaire, representing
approximately 42 per cent of all Council members in Victoria.

A copy of the questions contained in the online questionnaire is provided
immediately below.

A summary of responses to the questionnaire is provided at the end of this
appendix. Additional information, or commentary, provided in response to some
guestions has been summarised in the chapters of this Statement of Reasons.
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to informing the Tribunal's deliberations.
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Maddocks

Solicitor’s Certificate — Section 74(1) Local Government Act 2020

Banyule City Council

Governance Local Law No. 2 (2021)

The Banyule City Council (Council) is proposing to make the Govemance Local Law No. 2 (2021)

(proposed Local Law).

| have been asked to provide a certificate under s 74(1) of the Local Government Act 2020 (Act) in
respect of the proposed Local Law.

In accordance with s 74(1) of the Act, | have assessed the proposed Local Law for consistency with
the local law requirements, as outlined in the following table.

Local Law Requirement

Consistent

A local law must not be
inconsistent with any Act
(including the Charter of
Human Rights and
Responsibilities Act 2006) or
regulations.

Yes.

The proposed Local Law does not overlap with existing legislation,
rather it operates in conjunction with the requirements of the Act.

State legislation permits Council to make Local Laws with respect to
the use of its common seal and the orderly conduct of meetings.
There is nothing in the proposed Local Law that seeks to address
any issues which are best addressed at the State or Federal level.

The proposed Local Law has been reviewed for compatibility with the
Charter and is considered to be compatible with the Charter.

A local law must not
duplicate or be inconsistent
with a planning scheme that
is in force in the municipal
district.

Yes.

Nothing in the proposed Local Law concerns or otherwise engages
the Banyule Planning Scheme.

A local law for or with respect
to the issuing of film permits
must not be inconsistent with
the film friendly principles.

Yes.
Not applicable.

A local law must not exceed
the power to make local laws
conferred by this Act or any
other authorising Act.

Yes.

The proposed Local Law is consistent with, and does not exceed, the
scope of Council’s powers to make Local Laws under the Act.

A local law must be
consistent with the objectives
of this Act or any other
authorising Act.

Yes.

The proposed Local Law furthers the objects of accountable,
transparent, collaborative and efficient operations of Council.

A local law must be
expressed as clearly and
unambiguously as is
reasonably possible.

Yes.

The proposed Local Law is clear and unambiguous.

[8717030: 30835524_1]
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Local Law Requirement

Consistent

Unless there is clear and
express power to do so
under this Act or any other
authorising Act, a local law
must not—

(1) seek to have a
retrospective effect;
or

(ii) impose any tax,
fee, fine,

imprisonment or
other penalty; or

(i) authorise the sub-
delegation of
powers delegated
under the local law.

Yes.

The proposed Local Law:

does not seek to have retrospective effect;

makes provision for the imposition of penalties in respect of

offences that are created, which penalties are:

o  consistent with s 79 of the Act;

o similar in nature when compared to like councils; and

o  sufficientto act as a deterrent for most offences while
also reflecting the seriousness of those offences; and

does not authorise the sub-delegation of any powers.

A local law must comply with
any details prescribed in the
regulations relating to the
preparation and content of
local laws.

Yes.

Mo regulations relating to the preparation and content of local laws
have, at the time of preparing this certification, been made.

|, Kate Emily Oliver, Partner at Maddocks, certify that I

am an Australian lawyer who has been admitted to the legal profession for at least 5 years;

am not a Councillor of Council;

have reviewed the proposed Local Law against the local law requirements; and

am of the opinion that the proposed Local Law is consistent with the local law requirements
setout ins 72 of the Act.

Signed by Kate Oliver
in Victoria on 16 March 2022
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