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Dear Dr. Ben-David,
Local Government Rates Capping & Variation Framework Review - Submission

Thank you for the opportunity to submit Council's response to the Commission’s
recommendations on the Local Government Rates Capping & Variation Framework.

Generally, the setting of the cap and the variation process appear to be
straightforward. The ESC has provided explanation of how the cap will be calculated
and its constituent components. It has also provided comprehensive guidance on
the process for applying for a variation and on the information requirements for any
application.  Council's commentary on each of the draft recommendations is
contained in the attached table.

Yarra Ranges also has some additional concerns which are not addressed in the
draft recommendations and these are outlined below:

1. While not the explicit focus of the terms of reference, the role of the
democratic system in reflecting the wants and needs of the community at
large appears to be rejected completely. The imposition of the rate cap and
variation framework almost completely removes the capacity of elected
representatives to set the revenue and expenditure activities of their Council
In addition, the principles in Box 1.1 talks about how the framework should
support the autonomy of Councils. If the ESC was serious about this point, it
wouldn't be recommending a rate capping framework, which by definition
effectively puts the State Government in a position of controlling Councils, not
supporting their autonomy.

2. The balancing of community want (for example, populist views about value for
money) with longer term need (unpopular decisions and/or low visibility
investment needs) is going to be very difficult for all Councils.
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. The current approach to develop the Long Term Financial Plan will need
substantial change. This change will be required in order to accommodate
the annual variation in CPl and WP! as well as the four year limitation on any
successful variation application. The overall impact may well mean that the
LTFP in effect is reduced in its ability to provide longer term fiscal guidance
and certainty to the organisation’s planning and delivery.

. The timeframes for the first year of implementation are extremely tight. It is
unfair of the Commission to expect Councils to turn around a variation request
in such a short amount of time. Deferring the first year of lmplementatlon to
2017-18 would be a preferred option for many Councils.

. The rate cap framework adds yet another level of bureaucracy to.Local
Government. The sector is already complying with VAGO & LGV reporting to
‘ensure best value and value for money. In addition, we believe the use of
commercial third party programs, such as the MAV Step program, to assist in
the variation process is not appropriate and not supported. Any requirement
such as this just adds further costs to the community.

. The variation process as a mechanism for rural Councils is flawed, in that
many rural Councils simply do not have the resource to submit the data
required for a variation. This will potentially leave rural Councils burdened
~ with a cap when they already financially unsustainable.

. There are some fundamental contradictions in the draft report:

a. Under section 1.1 where it mentions that ratepayers individually have
limited capacity to engage with the decision making processes of
Councils. This is untrue. On the Council Plan and Budget (and for
some Councils like Yarra Ranges), the 10 year Long Term Financial
Plan, the community has 28 days to engage under the statutory 8223
process in the Act.

b. In Section 2.4, it is implied Councils currently use CPI to estimate their
budgets. This is not the case for the majority of Councils in the

. Victorian sector, the majority use wage and construction price indices.

c. Also in Section 2.4, it is suggested that labour costs account for
approximately 40% across the sector. That may well be the average,
however it varies depending on how a Council chooses to deliver its
services, based on community need. For Yarra Ranges, the figure is
more like 55%.

d. In Section 4.4, the ESC is considering adopting the utilization of the
risk thresholds from VAGO & the LGPRF. Council would support this,
as soon as these risk thresholds align and are calculated in the same
way. They are currently disparate.

e. In Section 5.1, the ESC acknowledges the timelines are tight, and
proposes a later adoption of the budget (August). Not only is this poor
financial practice and delays the commencement of service delivery, it
is also currently in breach of the Act.



8. Council believes a recommendation should be included for the State
Government to ensure that fee setting for statutory services maintains pace
with the efficient cost of providing those services.

9. Lastly, Councils should not have to bear the cost of any variation process.
The rate cap framework is a State Government election promise, therefore the
implementation of the framework should be fully funded by the State.
Otherwise it is just another classic case of State Government cost shifting,

which many Councils already bear the burden of eg School Crossings,
Libraries.

Thank you for considering Council's submission. Should you have any queries
regarding this submission, please contact me on 9294 6114 or via email on
t.edwards@yarraranges.vic.gov.au.

Finally, I would like to take this opportunity to formally thank Mr Andrew Chow of the
ESC for giving up his Tuesday evening to present the draft report to our Councillors

and participate in a productive and enlightening discussion. It was much
appreciated.

Yours sincerely

=&

T L

Troy Edwards
Director, Corporate Services
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