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INTRODUCTION

Good governance requires Council to provide ongoing or periodic monitoring and review of the
impact of major decisions. Over time knowledge, issues and the membership of Council may
alter. Council policies are subject to refinement and change. It is therefore incumbent upon
council to evaluate on a regular basis whether the current rating system best satisfies the
legislative objectives to which it must have regard and those other objectives which Council
believes are relevant.

The purpose of Local Government is to provide for the peace, order and good government,
facilitate and encourage development, to provide services and facilitiesfor the community and to
maintain, improve, and develop the resources of the municipal di . Local Government must
operate in accordance with the Local Government Act 1 nd has responsibility for
implementing many diverse programs, policies and regulations set b Council itself, the State
and the Federal Government.

Council’s practices and decisions regarding rating nderpinned by a numb

rinciples
b V
«  Accountability, transparency and simplicity; ‘. ./""\

» Efficiency, effectiveness and timeliness;

 Equitable distribution of the rate‘dgn across the\umty according to assessment
of property value;

. ¢ i 3 ers S|gn|f|c ly affected by rates;

. ' i i i porate ‘and financial directions and budgetary

. Compllance gislation and accepted professional conventions and ethics.

PURPOS;;

The‘ e of this poli ouncil's approach towards rating its community and to
meet th uirements of ocal Government Act 1989 - Rates and Charges on
Rateable L

This policy is to b larly reviewed by Council. Council aspires, through its budget, to achieve
service standards wi ource allocation limits, that benefit the entire community.

Council believes that policy must be underpinned by sound principles, which are well understood,
communicated to ratepayers and compliant with current legislation. A Council rating strategy will
have a substantial impact on the ratepayer base of any municipality. The purpose of the policy,
amongst a number of priorities, is to articulate the rating burden structure that provides a sound
basis and foundation for the imposition of rates and an associated strategy going forward. The
policy and strategy should not be ad hoc. It must be based on agreed principles and sound
objectives.

Council aspires to balance service levels in accordance with the needs, means and expectations
of its community and sets taxation levels (rating) to adequately resource its roles, functions and
responsibilities.
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In setting rates, Council gives primary consideration to its strategic directions, sound business
management principles, budget considerations, the current economic climate, other external
factors and likely impacts upon the community.

A rating strategy is the method by which council systematically considers factors of
importance that informs its decisions about the rating system. The rating system determines
how Council will raise money from properties within the municipality. It does not influence the
total amount of money to be raised, only the share of revenue contributed by each property. The
rating system comprises the valuation base and actual rating instruments that are used to
calculate property owners’ liability for rates.

strategy including:

Council has given consideration to a number of issues that were ‘m& as part of the rating

<
 the rationale and practical application of the mum harge e level at which it is
set; ,I""'\
 consideration of the characteristics of fa within the municipality a amination

" farms and
termination of

i
of the definition and application of the far? d the treatment of “gen
“hobby” farms, and the related issues and dif s around the
genuine farming operations;

objectives concerning vacant land

1 hould contribute to the unavoidable costs of Local Government.
2. Where s should be funded on a user pays system.

3. Where spe | objectives can be achieved using differential rates.

4. Residual service costs should be apportioned on the basis of property valuation.

In addition to rates on property, Local Governments are able to levy a municipal charge on each
property. This charge is set to achieve the first objective above, i.e. to fund in part the
unavoidable costs of Local Government. The municipal charge cannot raise more than one fifth
(20%) of the total amount raised through rates (including the municipal charge) - LGA89 Section
159.

Waste collection services are based on user pays principles while a wide variety of other services
provided by Council have fees set to recover the cost in full or part.

The third element is the use of differential rate groups using variable “rates in dollars” to collect a
rate against the property value.
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In addition to the objectives above, public finance theory sets three major criteria for successful
taxation policy:

* Equity - including both horizontal and vertical equity. Horizontal equity means that those
in the same position e.g. with the same property value, should be treated the same.
Vertical equity in respect to property taxation means that higher property values should
incur higher levels of tax.

 Efficiency, meaning that in a technical sense the tax should not unduly interfere with the
efficient operation of the Council. The tax should be consistent with the major policy
objectives of Council.

» Simplicity for both administrative ease (and therefore lo
tax is understood by taxpayers. The latter ensures th
capable of being questioned and challenged by rate

cost) and to ensure that the
stem is transparent and

ential rate will

(1) (b).

N
In adopting a differential rating structure, Counq’ﬁnsiders ‘that the
contribute to the equitable and efficient carrying quncti ﬁ LGA89 Se

g
The Local Government Act at Part 1A Local Goveranr - S\ection 3C (f) provides that an
objective of council should be “to ensure the equitable i ition of rates and charges”. The
LGA89 does not further define equity or effici i ture, and it can be presumed

that the adoption of a legal rating framew ' iency within the meaning
and principles of the legislation.

The legislative framewa in the Local Government Act 1989 determines Council’s
ability to develop a r his framework provides Council with significant flexibility to

jons; and
e waivers & ev

Indigo Shire has adopted the Capital Improved Valuation (CIV) system for rating purposes. CIV
includes both the value of the land and any improvements on that land. Council believes the use
of CIV better reflects capacity to pay than the alternatives and provides Council with the flexibility
to levy differential rates.
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DEFINITIONS AND ABBREVIATIONS

LGAS89 Local Government Act 1989

EBA Enterprise Bargaining Agreement

Council Generally refers to the Indigo Shire Council

CPI Consumer Price Index

ISC Indigo Shire Council

VCAT Victorian and Civil Administrative Tribunal

STRATEGIC DIRECTIONS A

Council has determined that its annual rate setting obj cﬂ‘s shou developed within a
framework which integrates planning from a strategic dm evel throu service delivery.

y 4
The strategic directions of Council are set out in Ming deents: y
This document includes strategic objecti ormance indi W the Strategic Resource

) Vo
Plan. ‘r

Indigo Shire Council Plan 2010-2013

Council Budget 2010-11 7
Annual funding allo i ivities and initiatives, with linkages to the Council
Plan, together with key ial pe s and measures.

report including performance statement on key targets
ouncil Plan.

Indigo Shire o parate entity to other councils. Each council has different local
issues, costs an ' rovision needs. Each council budget is different to reflect local

In Victoria, there is a common legislative framework for setting a budget that councils must follow
as set out in the Local Government Act 1989.

BUDGET CONSIDERATIONS

Council prepares and publishes its annual budget as a separate document in compliance with the
LGA89, which includes a comprehensive submissions and approval process.
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As part of the financial planning and budget process, the rate revenue required to meet
expenditure needs is calculated taking into account other sources of revenue. Other revenue
sources include statutory fees for building and planning through to user pays fees assessed
annually in accordance with movements in CPI, Local Government Cost Index, wages and
market factors. Council relies on Federal and State funding mainly via the Grants Commission
allocations. Specific purpose grants for new services and capital works are also received.

Each year Council establishes the maintenance needs of its assets and infrastructure and the
community services and facilities that will be provided in the next financial year.

After considering these other revenue sources, Council then determines the amount required to
be collected in rates to meet the financial responsibilities.

The structure of the rating system is then determined, consi ow rates are levied, and

COMMUNITY IMPACT

Rating Strateqy Statement on Community Impact:

Council will review the Rating Strategy annually.

PROPERTY VA
For the purpose of the Lo rating provisions, the Valuation of Land Act
1960, is the aluations. Generally, each separate occupancy

An assess of rating may be against any piece of land subject to separate
ownership or context, land has been defined to include buildings, structures or
improvements.

Local Government adopt one of the following three valuation methodologies to value
properties in its area (LGA89 Section 157).

Capital Improved Value: (CIV) the value of land and other improvements including buildings and
structures.

Site Value: the value of the land plus any improvements which permanently affect the amenity or
use of the land, such as drainage works, but excluding the value of buildings and other
improvements. Also referred to as the unimproved market value of the land.
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Net Annual Value: the value of the rental potential of the land, less the landlords’ outgoings
(such as insurance, land tax and maintenance costs). For residential and farm properties this
must be set at 5% of the CIV (Valuation of Land Act 1960 - Section 2). Being a measure of the
realisable value of the property, the CIV is an indicator wealth and affordability and thus it is more
equitable to tax residents on the total value of their property rather than the notional value of their
land alone. In addition, differential rating combined with CIV allows greater flexibility in developing
rating outcomes enabling Council to pursue its particular objectives. Every two years Council
Valuers have a statutory requirement under the Valuation of Land Act Section 13DC (5), to
conduct a review of property values based on market movements and recent sales trends. For
the 2010-2011 rating year valuations are based on values returned as at 1 January 2010.

Council Valuers undertake a physical inspection of some properti
Other valuations are derived from a complex formula based o
property condition factors (including age, materials and floor
locality and views, and land areas compared to sales trends withi

group. The municipality has defined sub-market groups-of.homogeneo
are reviewed during the revaluation process. CouncMeraietermine the

to the highest and best use of a property. A
‘\_ \L

ing each revaluation.
ctors, sub market groups,
luencing factors such as
h sector / sub-market
operty types which
tions according

Rating Strateqy Statement on Property valuations:

Council has adopted the Capital Improved Value (CIV) as the value to which the rate in the
dollar will be assessed, pursuant to Section 157 of the LGA89.

4’

NO WINDFALL

ount of revenue required in order to account for CPI, Local
Government and other service costs imposed upon it. Council may seek to

upkeep of its infrast

DIFFERENTIAL RATING

The Local Government Act allows Councils to raise any general rates by the use of a differential
rate if the Council uses the CIV system of valuing land and Council considers the differential rate
will contribute to the equitable and efficient carrying out of its functions.
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Rating Strateqy Statement on Differential rating:

Council has determined to raise its general rates by the use of differential rates on the
basis Council considers the use of the differential rates will contribute to the equitable
and efficient carrying out of its functions.

Pursuant to section 161 of the LGA89:

161. Differential rates

(1) A Council may raise any general rates by the application of a dlfferentlal rate if—

(a) it uses the capital improved value system of valumg land;

(b) it considers that the differential rate will contrlbute e eq and efficient carrying

out of its functions.
""“\

(2) If a Council declares a differential rate for an%whe Coqnc:l must—

(a) specify the objectives of the differential rate MMt be consistent w h the equitable

and efficient carrying out of the Council’s function must include the following—
(i) a definition of the types of land whi subject to the rate and a
statement of the reasons for th level ¢ hat rate in relation to those
types of classes of land

(ii) identificati lasses of land which are subject to the rate in

any other criteria relevant to the rate;
A u) if there has been a change in the valuation system, any provision for relief from

a rate for in land to ease the transition for that land; and

(b) specify hara istics of the land which are the criteria for declaring the differential
rate.

(3) A Council WhICh declares a differential rate must ensure that copies of the following
information are available for public inspection at the Council office—
(b) the objectives of the differential rate and the criteria on the basis of which that rate was
declared;

(c) the rate and amount of rates payable in relation to land in each category of differential
rating and what proportion of the total rates and charges this represents;

(d) any other information which the Council considers it necessary to make available.
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(5) The highest differential rate in a municipal district must be no more than 4 times the lowest
differential rate in the municipal district.

The purpose is to ensure that Council has a sound basis on which to develop the various
charging features when determining its revenue strategies and ensure that these are consistent
with the provisions of the Local Government Act.

The general objective of each of the differential rates is:

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

(@) construction and maintenance of public infrastructure;
(b) development and provision of health and community s
(c) provision of general support services; or 4
(d) A specific objective as described within the dlffeti.ha| aracteri

DIFFERENTIAL TARIFF DEFINITIOﬂNE}NACTER CS -
CURRENT DEFINITIONS:
Residential Land

Means any land that is not elsewhere describ includes r’ﬂentlal property up to and
including 8 hectares (HA). ‘

land in situations where that land is also utilised as a place
and where the property may directly benefit from additional
evelopment services, promotion and other Council

thatcurrently does not contain buildings but has the potential to
commodation or development that will place a similar demand for
sidential classifications.

be utilised fo
Council services

idential type
e othe

Commercial / Indust}(and -

Means any land that is commercial / industrial and reflects capacity of the property and for which
Council may provide additional services. This may include Residential 2 (Home Industry) type
properties that have in excess of 5 bedrooms.

Rural 1 Land
Means any land not elsewhere described that is 40 hectares or greater

Rural 2 Land
Means any land not elsewhere described that is land > 8 hectares and < 40 hectares.
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REASONS FOR DIFFERENTIAL RATES POLICY:

(a) the application of the rating strategy should be simple, efficient, and include a
mechanism that contains principles of public benefit taxation. While general rates are not
a user pay mechanism, elements of the rating strategy will embrace the user pays
principle where practicable.

(b) The CIV method is used to take into account the full development value of the property.
Council recognises that people with higher value properties generally have higher
incomes and a greater ability to meet the provision of Council services.

(c) All properties within the municipality are valued on a capit
of whether the properties are subject to rates or exempt

proved basis irrespective
legislation.

<
(d) Rating shall endeavour to promote and encourage enomic lopment throughout
the municipality. AT,

(e) Rating, through the application of hig rentia@ﬁzcognises the of some

ratepayers to obtain concessions from the tax“wb{ Council rat

%
(f) Council may consider the impos“of any specific \‘at applies to the rating group.

(9) To promote equity in rating, a "Municip "is applie%ouncil.
4

(h) Council may consider the imposition of specific cos t may warrant the striking of new
or higher differe

Rating must en
maintaining infras

y ‘\

RATES & TA

nding to meet the cost of providing and
ices for the benefit of current and future

N

4

Taxation revenue is used to finance a range of services provided by the various levels of
Government. Taxation revenues generally become consolidated into a general pool of funds and
are spent by governments on services that:

» are either entirely or partially “public goods”;

* relate to their “community service obligations” to provide support to particular individuals
or groups; and

* they believe are appropriate to assist the achievement of specific objectives which
will have flow-on effects that will ultimately benefit all constituents.

Council’s reliance on rates is influenced by policy and legislative factors that preclude or limit
Council’s ability to charge. Council does not have discretion to set user fees and charges for a

Indigo Shire Council — Rating Strategy Page 12 of 36



range of services where this is set out in State legislation or regulation, such as prescribed fees
for planning permits, or in funding agreements with other levels of Government such as those
applying to aged services and maternal and child health.

The amount of rates collected by a council depends on conscious and considered choices as to
the quantity and quality of services that it decides to provide and how much of the cost is to be
recovered from other revenue sources. The amount collected in rates represents the difference
between the total expenses required by Council to fund programs, maintain assets and to service
and redeem debt, and the total revenue from all other sources. Other revenue sources include
grants from other levels of government, prescribed and discretionary fees, fines and charges,
income from the sale of assets and interest earned. Hence rates are the balancing item between
total expenses and all other revenue and funding sources.. &

ing for about 32% its Total
Revenue in 2010/11. <

A N\
P 20 S

N
) | |
‘are “asset rich” and “income
Ilth reflected in the property they
, businesses subject to cyclical

Rate revenue is a major source of the Indigo Shire’s revenues<

THE PROBLEMS WITH PROPERTY T

Property taxes do not recognise the situation where
poor”. In these cases ratepayers may have considerab
own but have a low level of income. Examples include pensi
downturn, and households with large
commercial sense the argument has also ed in ternrof the ability of property to
generate a reasonable return. ¢

Taxes on income and ¢ are much
former, in which the stances e.g.

re reflective of capacity to pay, especially the
e number of dependents, in addition to the

Local governmen also the most visible of taxes - either paid in full or in four
instalments as in th se of the Indigo Shire Council. This compares with income and
consumption taxes that are being continuously paid by individuals.

REVIEW OF RATIONALES & OBJECTIVES

Decisions about the rating system need to be explainable, not in an ad hoc way, but in a
considered way so that the reasoning behind the decisions that are made about the rating
system is apparent. There should be a clear link between rating system outcomes and the
Council objectives.

The two objectives which the rating system must have greatest regard are the achievement of
equity and efficiency. There is a requirement that, where councils do not have a single rate, that
the use of additional rates will achieve an equitable outcome. In other words an outcome that is
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just or fair. The definition of equity is not clear-cut and there is certain subjectivity to what equity
means. The decision to adopt differential rates in preference to a system based on a uniform rate
indicates in itself a view that equity will not be delivered by a uniform rate system.

CURRENT RATING SYSTEM

The 2010/11 rating system in Indigo Shire was characterised by the following:

A municipal charge set at a relatively high level, accounting for about 18.5 % of the revenue from
the municipal charge and general rates (the legislated maximum is 209

Council provides for rate differentials covering 6 prope
Residential 2 ( Home Industry), Residential vacant, Rural 2
greater), and Commercial / Industrial. The rate relativitie
revenues is summarised below.

ries being Residential,
, Rural 1 (40 Ha and
municipal charge

y

2010/11
Municipal Charge

Catagory

Residential
Residential 2 ( Home Industry)
Residential Vacant
Rural 1

Rural 2 . .002602
Commercial / Indu 0.003904
Municipal Charge

T
STRAT

$222.65

MUNICIP ARGE

Council is able to a municipal charge on each rateable property within the municipality with
the exception of fari ere a single municipal charge is payable on multiple assessments
operated as part of a single farm enterprise.

The municipal charge is a flat, identical charge that can be used to offset some of the
“‘administrative costs” of the Council. The legislation is not definitive on what comprises
“administrative costs”. The maximum municipal charge that can be levied equals 20% of the
revenue raised from rates and the municipal charge divided by the number of chargeable
properties.

The municipal charge is regressive, which means that as the value of properties decrease the
municipal charge increases as a percentage of that value. As a result, the burden is reduced on
higher value properties.
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Through its effect of providing a reduction in the amount paid by higher value properties the
municipal charge may be seen to assist certain classes of property. There is a tendency in rural
municipalities for farms, as a class, to generally benefit from its application. It is not a targeted
rating instrument like a differential rate and Council believes that the use of differential rates is a
more transparent and accurate means of achieving rate outcomes for certain classes of property.

Council supports the retention of the municipal charge as a part of the Indigo Shire rating
system. It considers that it is equitable that all properties make a standard contribution to
some administrative costs and that the municipal charge is a useful means of ensuring this
contribution.

Council supports transparency and therefore has decided that i
administrative expenses that the municipal charge will assist
expenses are comparable to the property charge component i icing of utilities, such as
water, electricity and telephone, — in other words, that some costs be borne before any
service consumption occurs. There are unavoidable a e cost Council feels are
appropriately covered by the municipal charge.

In relation to the Council Budget 2010/2011, a to( icipal C %
The following are a number of the administrative costs

the Municipal Charge assists in fundlng

identify the specific
ffset. It argues that these

of $1,677 4 as applied.
getted for in 2010/11 which
Administrative Services p
Organisation Support Management r

Risk and Insurances Management
Information Technology
Human resources

Civic Functions
Public relations

.

Rating Strateqy Statement on Municipal Charge

Council will levy a Municipal Charge at or near the maximum permitted pursuant to the

LGA89
‘

DIFFERENTIAL

Different rates in the dollar of CIV can be applied to different classes of property. These classes
of property must be clearly differentiated and the setting of the differentials must be used to
improve equity and efficiency of Council in carrying out its functions. There is no theoretical limit
on the number or type of differential rates that can be levied however the highest differential rate
can be no more than four times the lowest differential rate.

The effect of levying differential rates, like the municipal charge, is to reduce the impact of the
property valuation on the amount of rates paid. The application of a differential rate means that
one class of property is treated differently from another — either paying a higher or lower rate in
the dollar. For each effect a differential has, it will have the opposite effect for other property
classes. A rate discount given to one class of property can only be covered by higher rates paid
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by other classes and vice-a-versa.

The relativity of the differential rate is normally expressed in terms of a comparison of the rate in
the dollar against a nominated general rate. The general rate normally used as the benchmark is
the particular rate in the dollar that applies to residential properties, whether it is a rate that
applies to residential properties or a rate applying to a broader class that includes residential.

The objectives of each differential rate are detailed within Appendix 1 — Objectives Of Each
Differential Rate.

Rating Strateqy Statement on Differential Rating

Council supports the use of differential rating to further the Council rating strategy
objectives and to enable Council to equitably and efficiently carry out its functions.

ab, k\ \
y 4N
y 4

QA W

General land is the balance of land defined by excem géqeral rate. The exceptions to
the general rate included currently in the Indigo Shire rati tem include Residential 2 (Home
Industry), Residential Vacant, Rural 1, Mand Commerci ‘dustrial.

GENERAL OR RESIDENTIAL RATE

The actual rating burden applying to general or ial properties is an outcome determined
by decisions to apply either higher or lower rates i perty value to other classes of
property. The equity of the-gen uct of the equity inherent in the
setting of those other ra etting of differential rates Council consciously considered their
relativity to the gener |

RESIDENTIAL 2 (

The« ive of this differenti udes but is not limited to the raising of rates that will
assist Cou .

projects

e Extend initiatives towards the establishment of ventures and themes that support
Council’s strategic objectives

» |dentify, develop and market the strengths and attractions of each town

» Determine the feasibility of establishing tourism education facilities

* |dentify the opportunities for rural tourism

» Participate as an active partner in tourism initiatives

»  Promote economic development

» Provide signage, street scaping and promotional activity that is complementary to the
achievement of tourism objectives

. Enhanc!\ eco? c viability of the Tourism sector through targeted programs and

This differential applies to owners of residential type occupation of land in situations where that
land is also utilised as a place of tourism, commerce or industry and where the property may
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directly benefit from additional Council services such as tourism, economic development
services, promotion and other Council services.

Rating Strateqy Statement on Residential 2 (Home Industry) differential.

That Council apply a differential rate titled Residential 2 (Home Industry), and the
differential be set at 120 % of the general or residential rate.

RURAL LAND RATING DIFFERENTIALS

Council is of the view that it has a responsibility to ensure the farm or.

land operators or primary producer ratepayers if the definition

Valuation of Land Act 1960 is satisfied. g
<

rate is applied to farm
arm land pursuant to the

The Valuation of Land Act 1960 sets out the definition ojia[ Land fo
requires that farm properties are:

o atleast 2 hectares; / ‘ \'L_ y

,pig?arming poultry farming, pig
e keepmg, viticu hortlculture fruit growing or the

tial commy al purpose, seeks to make
e prospect of making a profit

ation purposes and

= primarily used for agricultural production (grazing, dair
farming, fish farming, tree farming,
growing of crops of any kind); and

= used by a business which has a significant
a profit on a continuous or repet|t|ve ba
from the agricultural acti

g of property conformance with criteria that reflect
ess nature of the farming activities undertaken.

red that the differential on rural properties being determined on
property size ractical basis for rating these properties.

Council has also ¢ the use of some form of Australian Taxation Office (ATO) primary
producer Status as the basis in the determination of the eligibility of what Council currently terms
Rural 1 and Rural 2. The value in adopting an ATO Primary producer determinant is that
responsibility for determining whether a farming activity is conducted as a business rests with the
ATO rather than Council, so administrative costs are minimised and the expertise of the ATO
assessment is obtained.

Following extensive investigation, Council is of the view that there is no clear and administratively
effective mechanism within the ATO structure that can be utilised by Council to determine
primary producer operations or status. The ATO has issued a ruling that 'provides a guide to the
indicators that are relevant to whether or not a person is carrying on a business of primary
production’. Legal advice has been obtained that would preclude Council from using ATO
documentation as the basis for determining the rural rating differentials.
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Council is of the view that the clearer and more effective process is to categorise properties as
smaller and larger rural holdings and make land size part of the determining factor. This method
of defining Rural 1 and Rural 2 properties is not without its problems, as the land size does not
always align property usage with the objectives of a rural or farm land rate differential. Council
may also consider the use of statutory declarations as to farm land usage as defined in the
Valuation of Land Act 1960.

Council has also considered the creation of a further category of rural land holding. An additional
category has been considered being the creation of 3 rural differential categories. Council
concluded that the creation of a further rural differential rating category would not achieve any
greater benefit than the existing rural differentiation.

Historically a lower rate has been applied to farms in ISC. The b
in the absence of some rate relief, the higher land componen
contributes to their relatively higher values and would r

disproportionately high rates in relation to the income }ngg enerated from

their properties.
e of their distance from Mn centres,
farming households’ access and consumption of a range. ices is lower and this is also an

argument for lower rates. For example, there are services as street lighting and other urban
based services from which farm properties arguably obtain little direct benefit.

for this decision is that,

There is also a level of support within Council thf, b

Council believes that there is a strong arc ; ate reliemr agricultural land is also
warranted in recognition of one of its major land.-u: jectives. Council’s Municipal Strategic

hjec e’ -'to ensure that the use and development of
rural land is both compatib 0 agricultural activities'.

Council has considered an alte rrent land size only model comprising Rural
1 and Ruraljﬁ' iderec compasses the following features.

ry will have their definition altered to reflect property sizes >8HA -
t to be farm land pursuant to the Valuation of land Act 1960.
Owner/s | occupi ' ble to make application to Council that the land be classified as
‘farm land’. On Coun g satisfied that the property is in fact used as farm land, a rebate will
apply bring the Rural 2 differential rate to that applicable to Rural 1. Council will use the Council
Valuers to assess all such applications, and farm land use will be assessed against information
provided in the application, valuation information held, onsite property inspection, and against the
definition of farm land pursuant to the Valuation of Land Act 1960.

In summary, Council takes the position that:
» evidence shows that the returns able to be realised by farming from the assets employed

(including land) are lower than for other forms of land, so that its capacity to pay rates is
lower;
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* rate relief should continue to be provided to genuine farm land operations because of the
sectors importance both to the local economy and as a characteristic of the local
environment.

» that rebate relief should only apply to those properties where it can be substantiated that
genuine farm land operations exist.

Rating Strateqy Statement on Rural 1 differential

1. The definition of Rural 1 be altered to incorporate land size 80 HA and greater.
2. That the Rural 1 rate differential alter 2 % from 75% to 73% in the first year of the
rating startegy application then 1% per annum until a differential of 65% of the

general or Residential rate is achieved.

Rating Strateqy Statement on Rural 2 differential

1. That the definition of Rural 2 be altered to incorporate land size >8 HA - <80 HA.

2. That the Rural 2 differential alter by 4% to 94% in the year following it introduction
and alter a further 3% PA until the differential is eliminated..

3. That the Rural 2 rate differential be rebated to the Rural 1 differential level based on
a successful application process to verify Rural 2 land use conforming to the farm
land definition contained in the Valuation of Land Act 1960.

y
LARGE RURAL HOLDING REBATE ‘

In order to further its ' servation of agricultural land, a large rural land

Council concluded is insufficient evidence to support such a rebate. Council considers
that the provision of a rebate will have minimal impact in furtherance of the objective of
retaining larger parcels of land.

Rating Strateqy Statement on Large Rural Holding Rebate

That no Large Rural Land Holding rebate form part of the Council Rating Strategy.
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COMMERCIAL & INDUSTRIAL LAND DIFFERENTIAL

Indigo Shire incorporates a significant number of small to medium sized commercial and
industrial properties. The municipality also has a small number of more significantly valued
commercial / industrial lands. In 2010/11 there were in total 362 properties being determined as
commercial / industrial.

Over recent years council has applied a commercial/industrial rate differential at a higher level
than the general or Residential rate. In 2010/11 the rate is set at 135% of the general /
Residential rate. Arguments made with respect to a greater capacity to pay by business generally
revolve around the fact that the rates they pay are tax deductible ;or that business places
additional demands on some council services, and should be rated

Council has reviewed its higher rating of these propertie siders that the bulk of
commercial/industrial ratepayers have a greater capacrty t 6 rates ost other ratepayers
and that this sector places greater demands on Councrl

&

e high demands onr astructure
Commercral erations are
tourism activities and promotion

For example, Council believes industrial properti
through specific commercial/industrial heavy vehicl
direct and indirect beneficiaries of economic developmen
within the shire.

Council's Municipal Strategic Statemen ] number

3 ectives with respect to
commercial/industrial land that have been con art of t

strategic process. A number

Council has an Econo developed an Economic Development
Action Plan to assist and e '

The Action P. trrbutes of the Shire, to foster business growth
and emp

In consi
that extrao
ustrial uses are being satisfied by council expenditures, these are
better addresse f special rates and charges provision within the LGA89. Council
shopping precincts, business district beautification etc.

Council has therefore decided that commercial/industrial properties should be subject to a higher
differential rate.

Council has also considered the introduction of a further category being a large commercial /
industrial differential. Council has not been satisfied that a case can be made that would support
this large commercial / industrial differential category. In the absence of clear objectives being
articulated to warrant and support this additional differential category, Council cannot support this
change.
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Rating Strateqy Statement on Commercial / Industrial land differential

That Council apply a rate differential titted Commercial / Industrial and that the differential
rate be set at 135% of the general or residential rate.

RESIDENTIAL VACANT LAND DIFFERENTIAL

In 2010/11 there were 445 residential vacant land properties in the Shire. These properties are
classified as Residential Vacant and attract a rating differential of 200%. Council considers
vacant land should be treated differently so as to encourage develop . Development may be
encouraged for its salutary effect on local employment and income also as part of an overall
strategic approach to encourage urban consolidation within the ouncil recognises that the
area of higher differential rating of residential vacant land i and arguments can be
made to support a number of positions.

Council considers on balance there are factors t terially influence the de
owners to sell or develop land. The theoretlcal t ofte ade is that b

rates on vacant residential the holding of it for S Erposes is disco
development is encouraged. This posmon is supported byU

s of property
reasing the
uraged and

cil.

Rating Strateqy Statement on Residentlal Vacant Land d:fferentlal

That Council apply a rate differential titled Residential Vacant and that the differential rate
is set at 200% of the general or residential rate.

RECREATIONAL LA

The pr al land is provided by the Cultural and Recreational Lands
Act properties used for outdoor activities to be differentially
rated unless it i at is<being leased from a private landowner. The discretion of

recreational lands rate rests with Council.

Extract Cultural an onal Lands Act 1963
Sec 4. Rates

(1) Notwithstanding the provisions of any Act or enactment relating to the making and
levying of rates by a municipal council in lieu of the rates that would otherwise be
payable to a municipal council in respect of recreational lands there shall be paid to the
municipal council as rates in each year such amount as the municipal council thinks
reasonable having regard to the services provided by the municipal council in relation to
such lands and having regard to the benefit to the community derived from such
recreational lands.
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Rating Strateqy Statement on Recreational Land

Council does not consider that the Cultural and Recreational Lands Act a more
appropriate vehicle for declaring rates on recreational land than the differential rating
powers under the Local Government Act.

CHARITABLE AND NOT-FOR-PROFIT ORGANISATIONS

Section 154 of the Local Government Act 1989 provides for properties where the use is
charitable, to be non-rateable. Throughout Indigo Shire, charitable uses include those providing
health services, education, religion and services to the needy. &

low-income people, on a

residential properties
le, in the everyday

There also are a number of organisations, which provide ho
voluntary and not-for-profit basis. The provisions of the Act preclude

from being non-rateable, even though their use may be’A,‘ln*r d as ch
sense of the term. Yy 4

A N\

Rating Strateqy Statement on Charitable and Not for Profit Organisations

Council seeks to comply with LGA89 Section 154 and not expand concessions beyond
those provided for in legislation.

SERVICE RATES AND SERVICE CHA

charge to fund the provisic supply, sew aste and other prescribed services. The

recyclin ally levied on each property that receives or can access the
service. T nefit of this service can clearly be identified as the property to
which it is pr . This is considered preferable to levying a service rate based on property
value where ther Id b} correlation between consumption of service and the level of rates
paid.

Council currently applies four service charges - for garbage collection, recycling collection, green
waste collection and for waste management facilities. These operate as a charge per
assessment. The garbage collection, recycling collection, and green waste collection charge is a
recurrent charge levied on residential, farm and commercial industrial properties that are in
receipt of the service. The waste management facility charge is a charge levied on all rateable
properties.

Council contends that these charges are consistent with sound pricing policy — they are clearly
identifiable as services to property and service recipients are entitled to the same level of service
consumption for a fixed price.
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Although Council does not operate a transfer station in all towns within the Shire, the separate
levying of a waste management facility charge is seen as environmentally responsible.

Council does have exposure to former landfill operations and associated rehabilitation issues.
Council may seek to give further attention to a former landfill rehabilitation charge to earmark
funds to help fund this liability.

Rating Strateqy Statement on Waste Management Facility Charge

That Council rename the existing Waste Management Facility Charge to become a Waste
Management and Environmental Charge to make a contribution to the cost of operation of
the Council transfer stations as well a contribution toward the future cost of landfill
rehabilitation.

4

Al N\
P 20 S

&
h

(‘

SPECIAL RATES AND CHARGES

Council has the power to levy a special rate or s arge, or. combination o al rate and
charge, to fund service provision. A special rate or ¢ C sed if Council deems that a
special benefit is received by those properties on whi is levied. The Council need not
necessarily use property value as the b&follevying aspe te or charge.

aM ailed in sections 162-166
4

Council recognises these Special rates
of the LGA89.

Special rates and charges can be used by Council to fund things like the construction of
infrastructure (street schemes) or to fund marketing, promotional and economic development
initiatives that assist local traders.

Special rates and charges are specifically designed to address the benefit principle and are
targeted rating instruments. Certain council expenses and the beneficiaries of those expenditures
are required to be identified clearly and the directness of the benefit needs to be demonstrable.

The fundamental difference in using differential rates or special rates and charges in addressing
the benefit principle is magnitude. A special rate or charge is generally applied to a single or
narrow group of expenditures. Generally the areas chosen for their use can be seen clearly to
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benefit some ratepayers. For example, the primary benefit from the collection of a special rate or
charge from traders within a shopping precinct to spend on marketing is to the income of those
traders. By comparison the sweeping of streets in that precinct, while making the area a nicer
one in which to shop, has some broader public health benefits for residents who live nearby and
the population in general. In the latter case it would be much more difficult to determine which
properties have special benefit. While there has been a tendency for these special rate and
charges schemes to be used for capital expenses, there has been an increasing trend of using
them more widely.

The consideration of such schemes needs to be considered in the pricing policies for services
and whether revenue collection issues would be better addressed bz general rates or user

charges. :
REBATES AND CONCESSIONS 4(
.\
V

Under the Local Government Act 1989, Council has the power to grant a reb

relation to any rate or charge to assist “proper” d ment and the preservati
places of historical, environmental, architectural or scientific i ce within the

A

concession in
ildings or
nicipality.

Extract Local Government Act 1989:

169. Rebates and concessions

anting a rebate or concession must specify the benefit to the
whole resulting from the rebate or concession.

”ant a rebate or concession—

(a) to owners of specified rateable properties not exceeding one third of the rateable
properties in the municipal district; or

(b) to owners of rateable properties who undertake to satisfy terms that directly relate to the
community benefit as are specified by the Council.

(1B) A Council may o

(1C)  If sub-section (1B)(a) applies and subsection (1B)(b) does not apply, a person may make
a submission under section 223.

(2) If a person granted a rebate or concession has not complied with the terms on which the
rebate or concession was granted, the Council must by a notice sent to the person—
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(a) require the payment of the whole or part of the rate or charge by a specified date; and
(b) require the payment of interest for the late payment of the rate or charge, as if the rebate
or concession had not been granted.

While the original intent of the term “proper” development had a land use perspective, Councils
may use the provision to assist economic development and environmental objectives. 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. They are also appropriate instruments to use if an outcome is unable to be achieved
through broadly applied rates.

Council has consciously considered the role that a rebate scheme ¢
of its environmental objectives as stated in the Municipal Strategi
no incentives for environmental protection through the rating s
this might be appropriate.

ay in the achievement
atement. It presently offers
has considered whether

Al N\

Consistent with its stated objectives on enwronmenj’prote‘c?fon it conside
of rate rebates to enhance recognition and p N of SHiIfIC propertie

environmental significance. ‘. .’p\
Council believes that:
o0 assist the protection of

» a rate rebate scheme is a worth nt W|th ' i
areas of high environmental S|gn|f| reg|stered with the Trust for

Nature (TFN) Program; within Indigo

e potential use
ave high

ion by council and cost very little even if all
ined therefore, to provide rate rebates to

Covenants normall ﬂart of a property. They are registered at no cost to property owners
although a voluntary contribution to the TFN Stewardship program is encouraged. The TFN
Stewardship fund provides the resources to regularly visit all covenants and observe their
condition. This occurs at least once every three years with some covenants receiving annual
visits.

While it might be argued that individuals who are contemplating registering covenants are not
likely to be influenced by rebates, TFN representatives believe that the provision of rate rebates
can be supported on a number of grounds, namely:

» for existing landholders, on whose behalf the TFN took out the covenant, it recognises
their important contribution to the community;

it reinforces the importance of this land for future generations.;
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» the existence of a rebate for covenanted areas generates enquiries about the TFN and
has multiplier effects; and

* monetarily it provides some assistance to covenanted property owners to undertake
remedial works, if required, on affected lands.

The rebate can be calculated on the number of hectares under TFN Program covenant, with a
minimum land under TFN Program being 5 ha and capped at 300 ha.

That is: Rebate = TFN ha covenanted X agreed rebate per ha.

In relation to 2010/11, 9 properties within Indigo Shire have been
these is 191ha and the smallest 3 ha. In total approximately 200 h
TFN Program in Indigo Shire. A further 3 covenants are being
60 ha.

enanted; the largest of
en covenanted with
iated involving land totalling

4
n,

Rating Strateqy Statement on Trust for Nature Program rebate

That Council initiate a Trust for Nature Program rebate on the basis of TFN Program
covenanted land with a minimum size of 5 HA and a maximum size of 100 HA, and that the
rebate be set at $10 per HA.

DEFERRED PAYMENTS & WAIVE ) 4

170. De .
(1 A ' in'whole or in part the payment by a person of any rate or charge which
' pecified period and subject to any conditions determined by the
Council i siders that an application by that person shows that the payment would
cause hardsh
171. Waiver
(1) The Council may waive the whole or part of any rate or charge or interest in relation to—
(a) an eligible recipient under sub-section (4); or
(b) any other class of persons determined by the Council for the purpose of waiving rates or
charges on the grounds of financial hardship.
(2) A resolution of the Council for the purposes of subsection

(1)(b) must include the objectives to be achieved by the waiver.
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PAYMENT DATES FOR RATES

Council, in accordance with the LGA89 section 167 (1) must allow for the payment of rates by
four instalments per annum. Council may allow a person to pay a rate or charge in a single lump
sum payment pursuant to LGA89 Section 167 (2).

167. Payment of rates and charges — extract only

(1) A Council must allow a person to pay a rate or charge (other than a special rate or charge)
in 4 instalments.

2) Aninstalment is due and payable on the date fixed by the Minist Mot/ce published in the
Government Gazette.

(a) A Council may allow a person to pay a rate or charge‘{a lu
(b) If allowed, a lump sum payment of general rates,.municipal ¢ S, service rates or
service charges is due and payable on the d. ixe?by the Minist otice published

in the Government Gazette. A
O D M
The Minister fixes instalment and smgle lump sum Mate by notice published in the

Government Gazette.

ALTERNATIVE INSTALMENT / PAM Yy

payment in one lump
published in the Govern

councils anm " he d sted above.

interest on ca ini ents. However, this is offset by increased postage and collection
fees.

Rating Strateqy Statement on payment dates / options for rates

That Council offer ratepayers the option to pay rates by four instalments due on 30
September, 30 November, 28 February and 31 May each year, or the next working day
thereafter should those days be a weekend or public holiday.

Ratepayers may pay in a single lump sum payment.
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PAYMENT OPTIONS

Council currently offers and will continue with a range of payment options including direct debit,
Bpay, internet via www.indigoshire.vic.gov.au, by mail, telephone, over the counter services at
Council Service Centres, POSThbillpay, and Credit card.

Council incurs costs of collection via agency and merchant service fees. The cost of collections
via all options continues to increase and Council has not adopted a user pays principal.

INTEREST ON ARREARS AND OVERDUE RATES

e,

ction 172. The interest rate
which is determined by
interest rate is the

Interest is charged on all overdue rates in accordance with LGA
to apply is fixed under Section 2 of the Penalty Interest Rate
the Minister and published by notice in the Governme t
applicable rate from 1 July 2010 and is 10.5% pa. "--\-\ .

Council cannot apply an alternative rate but has er to exempt any perso aying the
whole or part of any interest amount generally or spe le - LGA Section 172 (2A). As
part of the hardship provisions Council allows people ve proven financial difficulties to
defer rate payments.

‘L./
PENSIONER REBATES

Holders of a Centrelink Affairs Pension Conces on card which stipulates TPI or War
Widow, or a Veteran a rebate on their sole or principle place of
residence.

For 2010- ed rebate is provided under the Municipal Rates
7.60 ($184.30 in 2009-2010) or 50% of the rate payment,
ion, an ongoing eligibility is maintained unless rejected
an Affairs during verification procedures. Upon acceptance

ion or rebate is deducted from the rate account before payment

Applications for the cyssion must be lodged by 30 June in each year. Retrospective claims
are at the discretion of the Government Department.

Councils view is that pensioners receive a variety of utility and other concessions funded from
general government taxation, which is appropriate. The State Government has historically
accepted the need to redistribute income taxes in support of utility concessions and rebates to
low income households. Council supports this view and along with annual indexation of the
municipal rate concession amount. For Council to make further concessions would mean a
redistribution of the rate burden with other ratepayers bearing the cost by way of higher rates and
charges and having regard to these factors would unfairly penalise those ratepayers.
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Rating Strateqy Statement on Pensioner Rebates

Council considers that it is not appropriate for Council via ratepayer funds to make an
additional rebate or offset to pensioners.
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APPENDIX 1: OBJECTIVES OF EACH DIFFERENTIAL RATE:

RESIDENTIAL

Objective:

To ensure all rateable land makes an equitable financial contribution to the cost of carrying out
the functions of Council including the construction and maintena public infrastructure,
provision of health, community and general support services.

4
Types and Classes: (
yp 4\

V 4
fined bm’excephon to th

N
Use and Level of Differential Rate: ‘.'/

The differential rate will be used to fun ose |tems nditure described in the
budget process. The level of the differential which Council considers is necessary

to achieve the objectives specified above.

The residential or general rate is the balance of la rate.

Geographic Locati

Wherever Ioﬂ.«

Any use permi nder the

4

The zoning permitted to each rateable land within this category as determined by zone maps as
referred to in the Indigo Shire Planning Scheme.

evant planning scheme.

Planning Scheme Zo

Types of Buildings:

All buildings which are now constructed on the land or which are constructed prior to the
expiration of the year ended 30 June 2011.
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RESIDENTIAL 2 (HOME INDUSTRY)

Objective:

The objective of this differential rate includes but is not limited to the raising of rates that will
assist Council:

» Enhance the economic viability of the Tourism sector through targeted programs and
projects

e Extend initiatives towards the establishment of ventures and themes that support
Council’s strategic objectives K

 Identify, develop and market the strengths and attraction

* Determine the feasibility of establishing tourism educ4 '

* |dentify the opportunities for rural tourism

» Participate as an active partner in tourism initia.%gk'\

*  Promote economic development rd

* Provide signage, street scaping and pr&al actm that is comp
achievement of tourism objectives

tary to the

Types and Classes: ‘

This differential applies to owners of residential typ ion of land in situations where that
land is also utilised as a place of tourism, ¢ ce or ry and where the property may
directly benefit from additio ouncil services such tourism, economic development

ome of those items of expenditure described in thye
tial rate is the level which Council considers is necessary
to achieve t jecti ed above

Geographic Locati

Wherever located within the municipal district.

Use of Land:

Any use permitted under the relevant planning scheme.
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Planning Scheme Zone:

The zoning permitted to each rateable land within this category as determined by zone maps as
referred to in the Indigo Shire Planning Scheme.

Types of Buildings:

All buildings which are now constructed on the land or which are constructed prior to the
expiration of the year ended 30 June 2011.

RESIDENTIAL VACANT

Objective:

To encourage the development of land and ensﬁ a able makes an equitable financial
contribution to the cost of carrying out the functions of | il including the construction and
maintenance of public infrastructure, .provision of hea mmunity and general support
services.

Types and Classes:

This differential applies » identi land that currently does not contain buildings
but has the potenti ilised idential type accommodation or development that will
place a similar demand fo ' er residential type classifications.

The differe [ d to fund some of those items of expenditure described in the
budget proces differential rate is the level which Council considers is necessary

Geographic Location:

Wherever located within the municipal district.

Use of Land:

Any use permitted under the relevant planning scheme.
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Planning Scheme Zone:

The zoning permitted to each rateable land within this category as determined by zone maps as
referred to in the Indigo Shire Planning Scheme.

Types of Buildings:

All buildings which are now constructed on the land or which are constructed prior to the
expiration of the year ended 30 June 2011.

RURAL 1

Objective:

To provide an equitable rate for large scale primaﬁ

cers t ;\ Sy

1. encourage land use consistent with farming activities Wd by section 2, Valuation of

Land Act (1960*) and conservation as which are s or agricultural pursuits,

2. recognise the inequity of the State Governm

irement for property based rating
system, ’

apacity o; the land,

4. conserve the resourc d the significant natural features in areas
identifie i

3. encourage uses Cc the physica

5. conserve as far as ' e existing patterns of vegetation to maintain landscape quality.
¢

Types and ..i;

Land size 80 HA an

Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure described in thye
budget process. 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.
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Use of Land:
Any use permitted under the relevant planning scheme

Planning Scheme Zone:

The zoning permitted to each rateable land within this category as determined by zone maps as

referred to in the Indigo Shire Planning Scheme.

Where applicable, all buildings which are now constructmgn e land
prior to the expiration of the year ended 30 June 201 1,’

Types of Buildings:

ich are constructed

RURAL 2

Objective: ‘

To provide an equitable rate for small scale ction to:

1. encourage land ent wi ing @ t|V|t|es as defined by section 2, Valuation of
Land Act (1960 / hrare suited for agricultural pursuits,

2. recognise’ [ ‘ ent requirement for property based rating

e with

physical capacity of the land,

€ uses comp

4. conserve oil, flora and fauna and the significant natural features in areas
identified as ) gical and landscape interest value,

5. conserve as far as possible the existing patterns of vegetation to maintain landscape quality.

Types and Classes:

Land size >8Ha - <80Ha.
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Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure described in the
budget process. 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 relevant planning scheme. A (

"""\
Planning Scheme Zone: /\ \L

The zoning permitted to each rateable land within this ca
referred to in the Indigo Shire Planning We

SV

as determmed by zone maps as

Types of Buildings:

are now constructed on the land or which are constructed
ed 30 June 1.

Where applicable, all b

COMM

A

M..

r commercial and industrial use land which reflects capacity of the
cil may provide additional services. This may include Residential 2
perties that have in excess of five {5} bedrooms.

property and for whi
(Home Industry) type

Types and Classes:

To provide an equitable rate for commercial and industrial use land which reflects capacity of the
property and for which Council may provide additional services and having the relevant
characteristics described in the Council resolution.
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Use and Level of Differential Rate:

The differential rate will be used to fund some of those items of expenditure described in thye
budget process. 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 relevant planning scheme. A (

"’"\

Planning Scheme Zone: /\ \L Sy

as determlned by zone maps as

The zoning permitted to each ratabble land within this ca
referred to in the Indigo Shire Planning me

Types of Buildings:

{

All buildings which are e land or zhich are constructed prior to the

expiration of the yea
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