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Higher cap — Application cover sheet (2025-26)

Council name: Hepburn Shire Council

Contact person: ||| | Phone number: ||| EGzG

Base Average Rate ($) (e.g. $1,800): 1708

Is this application for more than one year? No How many years: 1 year

Proposed increase for 2025-26: (e.g. 5%, $4,000,000)

Proposed increase in Average Rate (%): 10% Proposed increase in prescribed rate revenue ($): $2,215,614

For multi-year applications, the proposed increase for following year(s) (e.g. 5%, $4,000,000)

2026-27
Proposed increase in Average Rate (%): Proposed increase in prescribed rate revenue ($):
2027-28
Proposed increase in Average Rate (%): Proposed increase in prescribed rate revenue ($):
2028-29
Proposed increase in Average Rate (%): Proposed increase in prescribed rate revenue ($):

Tick which of the following documents are attached:

[O] A statement addressing the six prescribed legislative matters
Higher cap information template 2025-26

2023-24 Annual Report

2024-25 Budget

Draft 2025—-26 Budget (if available)

10-year Community Vision and Financial Plan

10-year Asset Plan (draft or final)

OOO0O0O0O0On0

4-year Revenue and Rating Plan
[C] 4-year Council Plan

List any other documents attached supporting the application

- Financial Vision 2024-27
- Appendices found within application
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Summary of the key reason(s) for the application (Note your response is limited to two pages)

The rate cap variation is not a 'nice to have'; it is a 'must have'.

- Without change, the current and projected financial outlook is unsustainable, with projections indicating an
annual cash shortfall of $4 million starting from the 2025/26 financial year. Had Council not taken proactive
steps through the 2024/25 budget and the development of our Financial Vision, we would have faced a
negative cash position this financial year.

- Our community, following engagement, supports the application — given our financial position our
community feedback was that 61.6% of respondents found a rate rise above the imposed State Government
rate cap was acceptable.

Hepburn Shire has historically been a low-rate base Council

- General rates and charges are Council’s biggest revenue stream (66% in financial year 2024/25) and
working from a historical low-rate base makes this challenging. Our low-rate base per capita is not new. At
amalgamation in 1995, Council was ranked as the second lowest rate base in Victoria, and this inherited
capped rate base has been an impediment to Council’s ability to deliver services.

- In 2023/24 we were ranked 60th out of 79 councils for average rates per property assessment. While
Council has always applied the maximum Minister’s cap on rate rises, we are not able to generate the income
we need to deliver the services that our community needs and expects, whilst maintaining and renewing
community assets to the level required.

Hepburn Shire has a widely dispersed and diverse population which creates challenges for Council, however
this should not disadvantage our community.

- Our community deserves and expects reasonable levels of service and should not be disadvantaged for
living in a rural shire. Our Shire covers 1,473 square kilometres. With no major town, there are four distinct
commercial and service centres which serve a diverse community that is spread over a wide and
geographically dispersed area.

- With limited transport connections between communities, a duplication of services is required to ensure
reasonable access by community members in line with service performance principles contained within the
Local Government Act 2020 (LGA 2020): ‘services should be provided in an equitable manner and be
responsive to the diverse needs of the municipal community’.

Recent financial concerns for Hepburn Shire

- Council has identified the strategic risk of Financial Sustainability as a ‘failure to maintain our long-term
financial sustainability to deliver on our business objectives’, with the current residual risk identified as ‘High'.
A control to bring the risk into tolerance includes the adoption of a Financial Vision to support the 10-year
Financial Plan.

- Council's Audit and Risk Committee (ARC) advised that if no decisive action is taken regarding the
Long-Term Financial Plan (known as the Financial Vision) in September 2024, an adjustment for the risk
rating for ST1 - Financial Sustainability is required. The adoption of the Financial Vision, and application for a
rate cap variation responds to these concerns.

The rate cap does not reflect increases in costs for delivering key services and community assets.
-The current method for setting the rate cap in Victoria relies heavily upon the CPI forecast set by the
Department of Treasury and Finance (DTF).

Continued next page
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Summary of the key reason(s) for the application (continued)

- In November 2023, advice to the Minister for Local Government by the ESC noted, “In our view, the gap
between the rate cap and inflation, rising construction costs, and the expectation of future wage increases
have the potential to present major cost pressures on councils going forward.” These pressures are being
strongly felt by Hepburn Shire Council.

Inflation of costs is impacting capital maintenance and delivery

- Our community expects that Council’s assets are safe to use and well maintained, that existing assets are
upgraded in a timely manner and new assets are developed to meet changing needs. Council’s commitment
to limit capital works to renewal only, as set out in the Financial Vision, and seek significant government
funding if any upgrades or new assets, are to be included in Council’s capital works budget.

Funding of natural disaster response in our shire has left Council with significant out-of-pocket costs not
covered by other levels of government.

- Extreme weather events are occurring more frequently and with more intensity across the state. Hepburn
Shire is a high-risk area, and we have been impacted by three natural disasters since 2021.

- Since 2021, Council has incurred costs of over $15 million.This has a significant impact on a small
organistion, with the ability to deliver business as usual challenged while trying to assist the community
respond to and recovery from disasters.

- The majority of these costs have been reimbursed by State and Commonwealth Governments, however
Council will remain approximately $3.5 million out of pocket. This is the equivalent of 17.4% of the 2023/24
general rates.

Addressing Council’'s medium-term financial viability and long-term sustainability

- The primary driver for seeking a rate cap variation is that we are no longer able to fund the delivery of key
services and maintenance of community assets from capped revenue.

- Projections show that without a rate cap variation Council would have negative unrestricted cash every year
for the next 10 years. It is estimated that Council would have extremely low cash levels in June 2031
equating to $230,000 . This is not only unsustainable, but would mean Council was insolvent.

A higher rate cap is in the long-term interests of our community will set a successful future.
- If the higher cap is not approved, we will need to cut back further on our operating and capital budgets. Any
further reductions to service levels will impact the equitable access to services across our communities.
Having already shifted to renewals only for our capital works program, we would also have to further reduce
spending on asset renewal, significantly impacting our asset renewal gap and Hepburn Shire’s future
generations.
- A higher cap for 2025/26 is a key lever in allowing Hepburn Shire Council to achieve its objectives outlined
within the Financial Vision:

- Ensure that cash reserves are sufficient to sustain service delivery for the community and to
fulfill our obligations;

- Strive to have an amount of unallocated cash to provide a buffer so that we can adequately
respond to any unforeseen emergencies;

- In the long-term, establish a reserve that can provide matching funds for grants received from
other tiers of government to deliver for our future generations.
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Council name: Hepburn Shire Council

| certify that | have reviewed the application for a higher cap (including the Higher Cap Information template)
and understand that the information provided will be used by the Essential Services Commission in relation
to the Fair Go Rates system, to assess the appropriateness of the proposed higher cap.

| confirm that the data contained in the Higher Cap Information template represents fairly the forecast
financial transactions and position of our council for the period specified and that the forecasts are made on

reasonable grounds.

| confirm that the information provided (unless marked commercial-in-confidence) is public and acknowledge
that the Essential Services Commission will make this information available on its website.

Signature

Name of Chief Executive Officer: Bradley Thomas Date: 6/3/25
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Bradley Thomas

6/3/25
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Recent financial concerns for Hepburn Shire
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Inflation of costs is impacting capital maintenance and delivery
- Our community expects that Council’s assets are safe to use and well maintained, that existing assets are upgraded in a timely manner and new assets are developed to meet changing needs. Council’s commitment to limit capital works to renewal only, as set out in the Financial Vision, and seek significant government funding if any upgrades or new assets, are to be included in Council’s capital works budget.  
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