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Purpose

The Local Government Act 2020 requires each council to prepare a Revenue and Rating Plan to cover
a minimum period of four years following each Council election. The Revenue and Rating Plan
establishes the revenue raising framework within which @wuncil proposes to work.

The purpose of the Revenue and Rating Plan is to determine the most appropriate and affordable
revenue and rating approach f@oldfields Shire Council which in conjunction with other income
sources will adequately finance théjectives in the Counddan.

CKAA LXLFY Aa Yy AYLERNIFYyG LINI 2F /2dzyOAf Qa Ayl S
help Council achieve its vision of an engaged and responsible community.

Strategies outlined in this plan align with thejettives contained in the Council Plan and will feed
into the budgeting and lonterm financial planning documents, as well as other strategic planning
R20dzySyida dzyRSNJ / 2dzy OAf Qa adGNIGSIAO0 LIl yYyyAy3ad FNI

This plan will explain how Council calculates tbvenue needed to fund its activities, and how the
funding burden will be apportioned between ratepayers and other users of Council facilities and
services.

The plan sets out decisions that Council has made in relation to rating options availabladerit u

the Local Government Act 2020 to ensure the fair and equitable distribution of rates across property
owners. It will also set out principles that are used in decision making for other revenue sources such
as fees and charges.

It is also important to ate that this plan does not set revenue targets for Council. Instead, it outlines
the strategic framework and decisions that inform how Council will go about calculating and
collecting its revenue.

Introduction
Council provides eangeof services and félities to our local community, and in doing so, must collect
revenue to cover the cost of providing these services and facilities.

/| 2dzy OAf Q4 NB @Sy dzS az2dz2NOSa AyOf dzRSY

Rates and Charges

Waste and garbage charges

Grants from other levels of Government

Statutory Fees and Fines

User Fees

Cash and nowgash contributions from other parties (ie developers, community groups)

Interest from investments
Sale of Assets

=A =4 =4 4 -4 -4 -8 -9

Property rateqrates)areCounciQ & & A y 3 ic@ne olrgear&péesientifmyer 40% of income in
the 22-2023 budget. Councif2 @venue andating planarticulates to the community how the total
rate revenue to be raised is allocated between individual ratepayers.
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/| 2dzy OAf Q& FoAfAGe (G2 NIAAS NBOSydzsS 62@3S GKS NI
Commission for a variation.Maintaining service delivery levels and investing in teaemwal of

community assets remain key priorities for Coundihisplang A £ £ I RRNBXaa / 2dzy OAf Qa
income and provide options to actively reduce that reliance.

Council provides a wide range of services to the community, often for a fee ayechiEhe nature of

these fees and charges generally depends on whether they relate to statutory or discretionary
services.Some of these, such as statutory planning fees are set by State Government statute and are
commonly known as regulatory feedn these cases, councils usually have no control over service
pricing. However, in relation to other services, Council can set a fee or charge and will set that fee
based on the principles outlined in this Revenue and Rating Plan.

Any changes to the rating s¢m is a financial nil sum exerci®e Council in that the total revenue
raised by Council remains the same. What any changes to the rating system doealtds ithe
amount that each individual property contributes in ratesn essence, any changesade that
provides a reduction in rates paid by one group of ratepayers must be offset by increases in the rates
paid by other groups of ratepayers.

Rating legislation

The legislative framework set out in the Local Government Act 1989 determines Cduidci | 6 A £ A (1 &
develop a rating system. The framework provides significant flexibility for Council to tailor a system

that suits its needs.

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

1 General rates under Section 158

1 Municipal charges under Section 159

9 Service rates and charges under Section 162
1 Special rates and charges under Section 163

The recommended strategy in relation to municipal charges, service ratestamges and special
rates and charges are discussed later in this document.

In raising Council rates, Council is required to primarily use the valuation of the rateable property to
levy rates. Section 157 (1) of the Local Government Act 1989 providesilGeitim¢hree choices in

terms of which valuation base to utilise. They are: Site Valuation, Capital Improved Valuation (CIV) and
Net Annual Value (NAV).

The advantages and disadvantages of the respective valuation basis are discussed further in this
docly Sy ii®d 2 KAfad GKA&A R20dzySyid 2dzit AySa [/ 2dzyOAf Q&
68 O2yitAYySR Ay G(GKS /2dyOAf QA !yydzdt . dzR3ISGE F & N

Section 94(2) of the Local Government Act 2020 states that Coundilaahst a budget by 30 June
each year (or at another time fixed by the Minister) to include:

a) the total amount that the Council intends to raise by rates ahdrges.
b) a statement as to whether the rates will be raised by the application of a uniform rate or
differential rate.
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c) adescription of any fixed component of the rates, if applicable

d) if the Council proposes to declare a uniform rate, the matters specified in section 160 of the
Local Government Act 1989

e) if the Council proposes to declare a differiahtrate for any land, the matters specified in
section 161(2) of the Local Government Act 1989

Section 94(3) of the Local Government Act 2020 also states that Council must ensure that, if
applicable, the budget also contains a statement

a) thattheCoudAf Ay dSyRa (2 |LILXe& FT2NIJ I &aLISOAIE 2NRS
cap for the financial year or any other financial year; or

b) that the Council has made an application to the ESC for a special order and is waiting for the
outcome of the applicon; or

¢) that a special Order has been made in respect of the Council and specifying the average rate
cap that applies for the financial year or any other financial year.

This plan outlines the principles and strategic framework that Council will utilis#culating and
distributing the rating burden to property owners, however, the quantum of rate revenue and rating
differential amounts will be determined in the annual Central Goldfields Shire Council budget.

In 2019 the Victorian State Governmennducted a Local Government Rating System Review. The

Local Government Rating System Review Panel presented their final report and list of

recommendations to the Victorian Government in March 2020. The Victorian Government

subsequently published arespon$e2 G KS NBO2YYSYyRIGAZ2Yya 2F GKS tly
time of publication the recommended changes have not yet been implemented, and timelines to

make these changes have not been announced.
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Rating Framework

What are rates?

Rates argoroperty taxes that allow Council to raise revenue to fund essential public services to cater
to their municipal population. Importantly, it is a taxation system that includes flexibility for councils
to utilise different tools in its rating structure tacaommodate issues of equity and to ensure fairness

in rating for all ratepayers.

Council has established a rating structure comprised of three key elements. These are:

1 General Rates¢ Based on property values (using the Capital Improved Valuation
methodobgy), which are indicative of capacity to pay and form the central basis of rating
under the Local Government Act 1989;

f Service Charged WdzaSNJ LI 28aQ O2YLRYSyd F2NJ O2dzy OAf
Council to ratepayers who benefit fronsarvice; and

f Municipal Charge! W¥T A Bobriion peF pidPerty to cover some of the administrative
costs of Council.

Striking a proper balance between these elements will help to improve equity in the distribution of
the rate burden across residents.

Council makes a further distinction when applying general rates by applying rating differentials based
on the purpose for which the property is used. That is, whether the property is used for residential,
commercial, or farming purposes. This distinctisrbased on the concept that different property
categories should pay a fair and equitable contribution, considering the benefits those properties
derive from the local community.

Central GoldfieldShire Councileting structure comprisefive categorie®f rates(residential, rural

residential, vacant, commercial, and farmland)y R OdzNNBy (it & I LILJX AS&a GKNB

differentials to residential, commercial and vacant laftlese rates are structured in accordance with
the requirements of Seciomc m W5 AFFSNBYGAlIf wliSaQ 2F GKS
Ministerial Guidelines for Differential Rating 2013. The differential ratesliaoeissed in more details
later in this document.

Council also levies a municipal charge. The municipal eharg minimum rate per property and
declared for the purpose of covering some of the administrative costs of Council. In applying the
municipal charge, Council ensures that eaetieable property in the municipality makes a
contribution.

The formula forcalculating General Rates, excluding any additional charges, arrears or additional
supplementary rates is:

1 Valuation (Capital Improved Value) x Rate in the Dollar (Differential Rate Type)
The rate in the dollar for each rating differential categoryi€if dZRSR Ay / 2dzy OAf Q&

Rates and charges are an important source of revenue, accounting fod@4eof operating revenue
received by Council. The collection of rates is an important factor in funding Council services.
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Planning for future ratdncreases is therefore an essential component of the {@mmm financial
planning process and plays a significant role in funding both additional service delivery and the
increasing costs related to providing Council services.

Council is aware of the balae between rate revenue (as an important income source) and
O2YYdzyAle aSyardAigiriae G2 NIGS AyONBlFrasSaod 2A0K (K
System, all rate increases are capped to a rate declared by the Minister for Local Govemahiem

is announced in December for the following financial year.

/| 2dzy OAf OdzZNNBy Gfeée dziAftAasSa | aSNWAOS OKIFINBS G2
provide for future landfill rehabilitation costs. Theaste management serviahargeis not capped

under the Fair Go Rates System, and Councilnedt to ensure that revenue frormhis charges

applied to appropriate costs associated with providing the service.

/ 2 dzy @vehu® andating plan considers the fair and equitable share ates to be paid byhe
owner ofeach type of poperty (residential, farm, commercial, industrial and vacant Jand

Property valuations

Under Section 11 of the Valuation of Land Act 19606uncilis required, for rating purposes, to
undertake a general revaluation of rateable land as at 1 January in each calendar year. This revaluation
will then be used to calculate the rates for the financial year commencing on 1 July of that year.

Revaluationsresult in varying levels of valuation movements across the municipality, which
sometimes result in major shifts in the rate burden aignificantmovement in rates for individual
properties.

There is a common misconception that as property values incr&mmciNE OSA 3Sa WA YRT
of additional revenue. This is not so as the revaluation prosiegslyresultsin a redistribution of the
rate burden across all properties in the munaipy.

Total income from rates is determined by t@®uncil during the budget procesnd is governed by
GKS {41 0GS D2 @SNYYSYy inarder t€ gehrehate e samd aindidt of fate feveBU¥,
in simple terms, as property values increase, ridie in the dollar decreases.

Revenue and rating principles
The Local Government Victoria Revenue and Rating Strategy Better Practice Guide sets out the
following seven revenue and rating principles.

Wealth tax principle

Wealth can be defined as the totahlue reflected in property and investments and income directed

to dayto-day living. Local government is limited to taxing one component of weakhl property.

CounciN} G S& GFE GKS &02NBR a6SIfiKEé 2 NildagsNBl f A aSR
¢KS a6SIHEtGK GFEE LINAYOALX S AYLIEASE (GKFG GKS NI G
NBIf LINRPBLISNIE& YR KIFEI@GS y2 O2NNBfFGA2y (G2 (GKS Ay
perceived benefits derived by individual ratgeas from the expenditures funded from rates.

One issue associated with the application of the wealth tax principle to property rating is that it takes
y2 | 002dzyli 2F Iy AYRAGARdAzZ f NI GSLI &@SNRa ySi FAyYL
with avaluation 0f$300,000 and a $240,000 mortgage on that property pays the same rates as the
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owner of a house with galuation 0of$300,000 with no mortgage, despite only having 20% of the net
equity (wealth)in that property.

Thisis an inherent shodoming of the property rating systeninG K & A G GFES&a GKS 3
SYOSRRSR Ay I LINRPLISNI&s S90Sy oKSy GKS odA 1 27F
owner (ieli KS Y I 22 NXR ( &is dvied ByKhS maltga§eevhich ihénostases is a bak In

effect, property rates are a tax on controlled wealds opposed tavealth measured by financial

equity in a property.

Equity is a subjective concept that is difficult to define. What is considered fair for one persdremay
considered unfair for another. There are two main equity concepts used to guide the development of
rating strategies (and taxation more generally):

Horizontal equity¢ ratepayers in similar situations should pay similar amounts (ensured mainly by
accurde property valuations, undertaken in a consistent manner, their classification into homogenous
property classes and the right of appeal against valuation)

Vertical equityq those who are better off should ganore than those worse off (thigtionale apgies
F2NJ 0KS dzaS 2F LINPAINBEaAaADS YR LINBPBLRNIUA2YIFE AyOz
fairness of the tax burden).

Rates are essentially a wealth tax, determined on the value of property.LJdzNBE & 6 S| £t G K G E¢
implies that tt§ N} 6§ S& LI AR NBfIGS RANBOGEE (G2 (GKS @I f dzS
K2NRT 2yaGFE yR @OSNIAOFE Sljdzade +FNB az2tSte ol asi
surrounding the characteristics of property owners that may impinge erabplication of an equity

principle. The three main ways in which positions can vary are:
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1 the benefit or user pays principtesomeratepayers haveasieraccess to, make more usé
or benefit more from theCouncilservicesaid for by rates
1 the capaciy to pay principle; some ratepayerfiave more ability to pay rates than do others
with similarly valued properties
1 the incentive or encouragement principtesome ratepayers may be doing more towards
achievingCouncilgoals than othergfor examplejn areassuch asemployment creation and
environmental or heritage protectign
/| 2y 0SLIia a4dzOK & adzaBBRE LR &EaESY PRYHEFOR O OAeE LIS F RA
equitable outcome may be the one wheirdividuals pay more, or less, exactly inproportion to,
their level of consumption ddervices.

Efficiency

Economic efficiency is measured by the extent to which production and consumption decisions by
people are affected by a tax. Setting aside taxes explicitly intendeldange behaviour (such as high
taxes on cigarettes), a perfectly efficient tax would be one, which did not distort behaviour. Of course,
there is no such tax all taxes affect behaviour to some extent. However, economic efficiency in
revenue collections maximised when the degree of this distortion is minimised.

Price is the major mechanism through which taxation efficiency may be achieved and for services
where users are price sensitive, direct charging can influence demand and thus lead to greater
efficiency. Conversely, the funding of services through rates (or via subsidies from other services) may
result in an inflated demand for services and additional cost€@mnci to meet this demandAs a

result, a mix of user charges and rates revefurglsa variety ofCouncilservices.
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The efficiency of a tax is also related to the cosadiinistration. Administration costs include the
issuing of assessments, collection of rates (includiagntaining and improving collection systems),
monitoring outcomss, educating and informingatepayers, and enforcement and debt recovery.

Simplicity
The taxation principle of simplicity revolves around how easily a systembe understood by the
public, and in particularatepayers. This can conflict with the principles of equity and efficiency.

A simple rating scheme would have a limited number of rating classifications, even using a uniform
rate. Other features of a simple rating scheme may be practicality and easbrofistration. Rates

in general are quite simple to administer in that they rely on a clear information source (property
values) and they place a levy on something that is impossible to conceal (land). Public understanding
is another consideration for @ouncilin striving for simplicity. A simple system should be easier for
the public to understand as should the explanation of it l&yoancil

The efficacy of using rates to provide incentive or encouragement for ratepayers to act in a certain
way to acleve corporate goals (e.g. environmental) should be evaluated critically against other
approaches in terms of likely effectiveness.

Benefit principle

A popular complaint levelled @ounch A a GKI G aGKS NradSa L LI & KIFE@S
O2yadzYS 2NJ 6KS o0SySTAGa L NBOSAPSéd ¢KAA | NBdzy$S
the wealth tax principle) that argues there should be a clear nexus between consumption/benefit and

the rate burden. A user pays system is closely rafleaif the benefit principle.

Application of the benefit principle to rates is difficult in practice because of the impossibility of
measuring the relative levels of access and consumption across the full rai@mun€ilservices.
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