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[bookmark: _Hlk101349932][bookmark: _Toc101366766]Purpose
The City of Port Phillip has developed this Rating Strategy to make transparent to the community the principles by which rates are set. The Rating Strategy also satisfies the City of Port Phillip’s statutory requirements. 
A limited range of choices exist for how rates revenue is raised by councils. The Rating Strategy outlines the principles to guide the City of Port Phillip to raise rates revenue, in particular how to distribute the rates burden on the community fairly.
In publishing the Rating Strategy, the City of Port Phillip has the following aims:
· Improving community understanding of our rating system
· Articulating the City of Port Phillip’s strategy for distributing the rates burden on the community fairly.
· Ensuring the strategy is administered efficiently to achieve council objectives
· Managing the impacts of change including where necessary phasing in changes to reduce its impact. 
The Rating Strategy is to be reviewed and endorsed by Council by the 30 June after a general council election. The principles in the Rating Strategy are also outlined annually during the City of Port Phillip’s planning and budgeting cycle. This provides the community an opportunity to improve its understanding of rating in local government and provide input to the rate setting process.

[bookmark: _Toc101366767]Context
[bookmark: _Toc101366768][bookmark: _Toc101366769]2.1	Legislative context
Section 8(1)C of the Local of the Local Government Act 2020 (LGA) outlines that the role of Council is to provide good governanace for the benefit and wellbeing of the municipality. In seeking to do this, Council must ‘ensure the equitable imposition of rates and charges’. 
The legislative framework for the setting of rates and other charges is provided within the LGA. This includes the setting of:
· general rates 
· differential rates for different classes of ratepayers (for example ratepayers who own residential, commercial, industrial, cultural and recreational land)
· special rates that are used for funding initiatives that benefit specific sections of the community
· service charges (waste charges)
· municipal charges which are effectively a fixed charge for each property to cover council administrative costs
It also includes adherence to the rate capping framework (Fair Go Rates System) and consideration of hardship through rebates, deferments or waivers. 
This Rating Strategy addresses these matters. 
0. [bookmark: _Toc101366770]What are rates and who pays them?
Council rates are the contribution that ratepayers make towards the community services and community infrastructure that councils deliver. Rates are a form of property tax, with each ratepayer contributing based on the value of the property they own.
It is intended that the rates contribution made by each ratepayer represents a fair measure of the benefit received by each property and reflects the capacity of the property owner to pay for a share of council’s costs. Using property values as a basis for calculating council rates supports the following outcomes:
· ratepayers with similar property values are treated similarly
· ratepayers with higher value property pay relatively more rates. 

It is acknowledged that the raising of rates based on the value of property is imperfect.  The major limitation of property value based rates is that ownership of property does not necessarily equate to capacity to pay. However, it is considered to be fairest way to fund community services for public benefit within the legislative framework that councils operate.
The limited options available to councils to raise rates revenue are explored in this Rating Strategy. The method for collecting rates impacts the share of total rates revenue contributions received from each ratepayer. This is distinct from the total rates revenue collected by council, which is set by Council’s annual budget within the State Government’s Fair Go Rating System.
The City of Port Phillip’s obligation is to ensure a fair (or ‘equitable’) distribution of the rates burden it imposes on the community. The Rating Strategy, together with other council policy initiatives, must consider the possibility that rates may become unaffordable for particular groups in the community.
[bookmark: _Toc101366771][bookmark: _Toc101366772][bookmark: _Toc101366773][bookmark: _Toc101366774][bookmark: _Toc101366775][bookmark: _Toc101366776][bookmark: _Toc101366777][bookmark: _Toc101366778][bookmark: _Toc101366779][bookmark: _Toc101366780][bookmark: _Toc101366781][bookmark: _Toc101366782][bookmark: _Toc101366783][bookmark: _Toc101366784][bookmark: _Toc101366785][bookmark: _Toc101366786][bookmark: _Toc418778219][bookmark: _Toc418778220][bookmark: _Toc418778221][bookmark: _Toc418778222][bookmark: _Toc418778223][bookmark: _Toc418778224][bookmark: _Toc101366787][bookmark: _Toc101366788][bookmark: _Toc101366789][bookmark: _Toc101366790][bookmark: _Toc98857859][bookmark: _Toc98857988][bookmark: _Toc100693676][bookmark: _Toc101366791][bookmark: _Toc101366792]Calculation of rates
Rates are calculated using the total value of property in the municipality based on the Annual General Valuation and the City of Port Phillip's annual budget requirements. 
The City of Port Phillip determines how much revenue it needs to deliver its community services through its annual budget process. The rates revenue sources are separated into main items:
1. General Rates
General Rates is a general revenue source to fund community services and assets. The general rates pie is determined as part of the Budget Process taking into consideration of the annual property valuation movements.  General rates are separated into three slices (property classes): Residential, Commercial and Industrial. 
Each class of property will have a different rate in the dollar, commonly known as differential rating.  This is calculated by dividing the general rates revenue by municipality’s aggregate Capital Improved Value (CIV) for each property class. This calculates a ‘rate in the dollar’ which is then applied to each individual property value. 


The table below is example of how differential rates are calculated.
	Property Class
	
General rates pie slice
	General rates revenue (A)
	CIV (B)
	Rate in the dollar
(C =  A  ÷  B)

	Commercial
	14.50%
	$18,189,380
	8,575,920,675
	0.002121

	Industrial
	3.50%
	$4,390,540
	2,138,293,000
	0.002053

	Residential
	82.00%
	$102,864,080
	58,116,677,000
	0.001770

	Total
	100%
	$125,444,000
	68,830,890,675
	



It is important to note that councils do not receive a windfall gain when property values increase after undertaking a General Valuation. Property revaluations will generally result in a redistribution of the rate burden across all properties in the municipality. Any increase to total valuations of the municipality is offset by a reduction to the rate in dollar used to calculate the rate for each property. Total General Rates income is determined each year as part of the council budget process and restricted by the Rates Capping Framework.
2. Waste Charges
In 2022/23, Council proposes to introduce Waste Charges separated from the General Rates Revenue.  It recovers the cost of waste services relating to private benefits and or direct waste services. This includes kerbside bin collections, communal Food Organic Garden Organic, Hard Waste, and Resource Recovery Centre Operations.  The fees are set to recover these covers to all rateable properties.  
[bookmark: _Toc98774759][bookmark: _Toc98852862][bookmark: _Toc98857861][bookmark: _Toc98857990][bookmark: _Toc100693678][bookmark: _Toc98774760][bookmark: _Toc98852863][bookmark: _Toc98857862][bookmark: _Toc98857991][bookmark: _Toc100693679][bookmark: _Toc98774761][bookmark: _Toc98852864][bookmark: _Toc98857863][bookmark: _Toc98857992][bookmark: _Toc100693680]The default waste charge is calculated by dividing the total net cost over all rateable assessments.  Some concessions, rebates and charges for non-default bins may apply.
[bookmark: _Toc98857866][bookmark: _Toc98857995][bookmark: _Toc100693683][bookmark: _Toc101366793][bookmark: _Toc101366794][bookmark: _Toc101366795][bookmark: _Toc101366796][bookmark: _Toc101366797][bookmark: _Toc101366798][bookmark: _Toc101366799][bookmark: _Toc101366836]Rate Capping
The Victorian Government introduced rate capping to promote the long term interest of ratepayers and the community in relation to sustainable outcomes in the delivery of services and critical infrastructure.  It aims to ensure that a council has the financial capacity to perform its duties and functions and exercise its powers.
Council is required to adhere to the Local Government Amendment (Fair Go Rates) Act 2015 and prepare a budget on the basis of applying an average rate cap fixed by general order by the Victorian Government Minister of Local Government.
The  Victorian Government sets the maximum allowable percentage that Council can increase its average rates per property from one year (base year) to the next (capped year). The cap applies to both general rates and municipal charges. Waste (service) charges are not capped.  
The formular for setting the rates cap including Council’s Budget 2021/22 for rates is as follows:
	Total rateable property value as at 30 June 2021 (prior year)
	A
	3,578,090,50

	Rate in the dollar (prior year)
	B
	0.037282

	Total General Rates
	C
= (A x B)
	$133,398,386

	No of assessments as at 30 June (prior year)
	D
	74,459

	Base average rates per assessment
	E
= (C / D)
	$1,791.56

	Maximum Rate Increase
	F
	1.50%

	Capped Average Rate
	G
= (E x F)
	$1,818.43

	Maximum General Rates Revenue
	H
= (D x G)
	$135,398,479



The rates capping set by the Victorian Government have been ranging from 1.5 percent to 2.5 percent for the first seven financial years since introduction in 2016/17. These are much lower than past increases to rates and lower than annual inflation of Council’s costs.
The level of required rates and charges has been considered in the context of rate capping, with reference to Council’s other sources of income, planned expenditure on services and capital works to be undertaken for the Port Phillip community.
If the rate cap is insufficient for council’s needs, council can apply to the Essessntial Services Commission for a higher cap, up to four years of higher caps at a time.
Our long-term financial strategy is not to seek a rates cap variation. 
[bookmark: _Toc101366837]Financial Strategy 
The City of Port Phillip’s financial strategy provides clear direction on the allocation, management and use of financial resources. It aims to ensure that Council stays financially sustainable while maintaining assets and services, responding to growth, and delivering on our priorities.
We invest approximately $240 million per annum on community services and upkeep of our $3.2 billion of community infrastructure. Our revenue sources are finite and there is heavily reliance on rates and charges which accounts for approximately 56% of total revenue. 
We closely monitor the affordability of services and recognise ongoing community concerns about the financial impost of rates and the cost of other essential services.  In view of this, average rates revenue will increase by the rates cap over the life of the 10-year Financial Plan.
Our 10-year financial plan highlights a funding gap up to $ 103 million. A significant portion of this deficit is driven by new waste services (such as food organic garden organic and glass recycling) and waste cost escalation above rates cap (such as landfill levy increases by 91% over three years set by the State Government). Additional revenue from the proposed waste charge only recovers $31 million of the funding gap.
Our community’s expectation for better value service delivery is of primary concern to Council. Deliverying effiency and cost savings is one of the key strategic financial levers we use to balance our budget. We have embedded a 1% of annual efficiency target in the financial plan. This builds on the $12.6 million of efficiency savings in the last Council and $4.1 million achieved in the first two budgets of this Council. 
Other strategic levels to balance the budget include: appropriate use of borrowings and reserves, careful management and prioritisation of expenditure, and setting fair and appropriate user charges.



[bookmark: _Toc101366838]Rating Objectives
The Council seeks to achieve the following objectives from this Rating Strategy: equity, efficiency, simplicity, managing the impacts of the change, and strategic alignment. 
0. [bookmark: _Toc101366839]Equitable rating outcomes
Equity is the concept of fairness in the amount that each ratepayer contributes to the total rates burden of the community, in return for the benefit that councils provide. There are a number of different aspects to rating equity, including the following considerations:
· where appropriate, rates burdens should reflect the benefits ratepayers receive
· ratepayers with similar property values should be treated similarly
· ratepayers with a higher ‘ability to pay’ (based on property values) should contribute relatively more rates. 
· ratepayers who are financially disadvantaged should be supported.
[bookmark: _Toc101366840]Efficient rating outcomes
The distribution of council rates is economically efficient if it minimises its impact on decisions made within the economy. That is to say, ratepayer’s decisions (for example, whether to sub-divide a property) within the City of Port Phillip should not be unduly impacted based on the distribution of rates.
[bookmark: _Toc101366841]Rating outcomes that are simple to understand
Wherever possible, the rating practices implemented by councils should be coherent and easily understood by ratepayers and the community. This can often be difficult given the legislative framework council’s work within and the fact that equitable and efficient rating outcomes can conflict with simplicity outcomes.
[bookmark: _Toc101366842]Rating outcomes that manage the impact of change
[bookmark: _Hlk88586026]The City of Port Phillip is committed to ensure the impact of change is identified, communicated and managed appropriately, including where necessary phasing in changes to reduce its impact.
[bookmark: _Toc101366843]Rating outcomes that align with the Council Plan 
Considering alignment of rating outcomes with the Council Plan strategic priorities. There may at times be conflict between strategic priorities and with other rating outcomes and careful consideration will be required to ensure appropriate balance.  

[bookmark: _Toc101366844]Rating Principles
The various elements of the City of Port Phillip’s Rating Strategy can be summarised in the following principles.
Rating Principles
1. We will levy rates consistent with a ratepayer’s ability to pay, as measured by the Capital Improved Value of property owned within the municipality.
2. A higher differential rate will be set for commercial and industrial properties compared to residential properties. This reflects an objective to maintain fairness and relative consistency in the distribution of rates between property classes as well as the taxation and higher rental yield benefits generally available to owners of these types of properties. 
3. Differential rating will also be considered to assist with the development of our City consistent with Council Plan Objectives.
4. Consistent with our rating objective to manage the impacts of change, any differential rating changes will be gradual taken into consideration the annual general property valuation and demographic changes as part of the budget development process. 
5. The Council has chosen not to implement a municipal charge, given the introduction of a fixed waste charge. 
6. A waste charges will apply to all rateable assessments to recover the cost of waste services that are direct or provide private benefits (such as kerbside collections; communal food organics and garden organics and glass recycling; hard and green waste collection; and Resource Recovery Centre operations). 
7. The setting of waste charges will be tiered recognising some key service differences between kerbside collection and communal services. It will include a mix of concessions, bin sizes, and exemptions to influence community behaviour, and support equitable outcomes.
8. Special rates and charges will be used where a specific benefit or service can be identified for ratepayers and only following consultation with the affected ratepayers.
9. The Council is committed to providing targeted support for the financially disadvantaged in the community through the thoughtful use of: 
· Rates charged to the property
· Deferred rates payments
· Interest and rates waivers for extreme financial hardship circumstances
· Pensioner rebates for rates (including a supplementary City of Port Phillip sponsored rate rebate)
· A compassionate approach to debt management.
Support for residents who are not property owners will be achieved through a range of social and community support mechanisms.
10. The Council committed to support the provision of affordable housing for “Older Persons” by providing a 50 per cent rates concession for Public Housing Estates located in the City of Port Phillip managed by the Ministry of Housing. This provides Council the first option to nominate low income, disadvantaged, or inappropriately housed residents of the City of Port Phillip when vacancies become available in these Public Housing Estates.
11. Non-rateable properties will be required to contribute to services provided by the Council through the payment of waste service charges at full cost.
12. Properties provided for under the Cultural and Recreational Lands Act 1963 will be provided support within the governance of Council’s Community Funding Policy.  This will achieve a better, more transparent and consistent outcome that aligns with Council’s strategic directions and policies.
13. The Rating Strategy will be reviewed by 30 June following a general council election.

[bookmark: _Toc101366845]Rates based on property valuation
0. [bookmark: _Toc101366846]Property valuation methods
There are three valuation methods available for councils to value properties for the purposes of raising rates. These are the site value (SV), net annual value (NAV) or capital improved value (CIV) methods. The City of Port Phillip proposes to use the CIV method for rating purposes. 
The valuation base used for rating purposes does not affect the total level of revenue the Council raises through rates. The total level of rate revenue to be raised by the Council is determined as part of the Council's annual budget setting exercise, guided by the rate capping framework. 
The CIV method refers to the total market value of the land plus the improved value of the property including the house, other buildings and landscaping. Under the CIV method, councils can set differential rates. It is general recommended that differential rates should be set at a high broad property class such as residential, commercial and industrial properties. Differential can also be used to achieve council objectives such as incentivise development of derelict land.  CIV is the most commonly used rating method in Victoria.
The SV method values only the unimproved market value of the land.  It is not used by any Victorian councils.
The NAV method refers to the higher value of:
· the annual rental a property would render, less the landlord’s outgoings (such as insurance, land tax and maintenance costs) or
· 5% of the CIV (this is the default calculation for residential properties)
The NAV value is higher for commercial/industrial properties and investment properties, typically equating to 7% to 9% of CIV. The NAV method is commonly used by inner Melbourne metropolitan councils.
[bookmark: _Toc100693694][bookmark: _Toc101366847][bookmark: _Toc101366848]Advantages and disadvantages of valuation methods
No property valuation methodology raises more rates than the others. The choice of valuation method relates to the equity (or distribution) of the rates burden impact on the community.
The NAV method uses the value of a property’s market rent to determine the share of rates. The minimum the NAV can be for any property is 5% of its CIV. Given that market rent for commercial and industrial properties are generally higher than market rent for residential properties, the NAV method results in a higher relative percentage of the rates burden being met by commercial and industrial properties, based on information from the rental market. 
The advantage of the NAV method is that it recognises the end use of properties and the share of the rates burden is set based on market rentals (for which there are many transactions). The higher market rentals for commercial and industrial properties create an ‘in-built’ differential for these types of ratepayers.
The CIV method uses the value of recent market sales to determine the value of the share of rates contribution. This includes consideration of the value of land, buildings and landscaping. The CIV method also allows for the use of differential rates, where rates can be set differently for different classes of ratepayers.
The key advantages of the CIV method are:
· The consideration of capital improvements is a better reflection of ratepayer’s investment, therefore may be a better reflection of ratepayer’s ability to pay rates. 
· It is simpler to understand by our community as it reflects the market sale price.
· Can use differential rates to adjust the rates pie distribution so that the impact caused by annual valuation movements/shifts to property classes can be reduced.
While offering councils flexibility in rate setting, differential rates are problematic in so far as they are set arbitrarily by councils and therefore can become difficult to justify. That said, most councils use differential rating.
The SV method is based on the value of the land portion of any property and is therefore influenced by location, view and aspect. The method is a relatively poor reflection of a ratepayer’s ability to pay rates, compared to NAV and CIV.
[bookmark: _Toc101366849]Property valuation method adopted
Based on the relative merits of the respective valuation methods, the City of Port Phillip deems that the CIV with differential rates is the most appropriate valuation method to use as a basis for distribution of rates in the municipality.
	[bookmark: _Hlk511218062]Rating Principle 1
We will levy rates consistent with a ratepayer’s ability to pay, as measured by the Capital Improved Value of property owned within the municipality. 



[bookmark: _Toc101366850]Use of differential ratings
Regardless of the property valuation methodologies adopted by Council, the annual general property valuation will often result in varied movements at the proper class level (residential, commercial, industrial) and property types within a property class (such as houses, units, flats in the residential class). These shifts could occur in one valuation year or over multiples year.
Differential ratings can address rates shifts caused by the annual property valuation. This is done by increasing or decreasing the differential ratings taking into consideration of the impacts casued by the annual property valuation.  Below chart highlights the differential rates over the last 6 property valuations.
[image: ]
Capacity to pay is one key principle for setting the right levels of differential rating. 
One could argue that rates payable on non-residential properties are tax deductible at the minimum of the company tax rate, currently 25%.  Therefore, non-residential have a 25% better capacity to pay.  That being the case, it would be fair that differential rates for non-residential properties be set up to a ceiling of 25% premium on residential properties.
One could also argue that the rental yield for commercial and industrial properties are generally much higher than residential properties. That being the case, commercial and industrial properties should pay higher rates.  
Differential rating can be an instrument to assist with the development of our City. This includes higher rates for vacant or derelict land, cultural and recreational land. 
	Rating Principle 2
A higher differential rate will be set for commercial and industrial properties compared to residential properties. This reflects an objective to maintain fairness and relative consistency in the distribution of rates between property classes as well as the taxation and higher rental yield benefits generally available to owners of these types of properties.



	Rating Principle 3
Differential ratings will be considered to assist with the development of our City consistent with Council Plan Objectives.



	Rating Principle 4
Consistent with our rating objective to manage the impacts of change, any major differential rating changes will be gradual taken into consideration the annual general property valuation and demographic changes as part of the budget development process.



[bookmark: _Toc100693698][bookmark: _Toc101366851]
[bookmark: _Toc101366852]Valuation and supplementary valuation process
Council undertake independent valuations to the provisions of the Valuation of Land Act 1960 and administered in accordance with Land Victoria's best practice guidelines. Properties are valued as part of a General Valuation annually. Ratepayers have rights under the Valuation of Land Act 1960 to object to the valuation of their property.
Valuations are also important because other rating authorities, such as the State Revenue Office (land tax, fire services levy) and water authorities (water and sewage charges), use municipal property valuations for the purpose of levying rates or taxes. 
In addition to the General Valuation, all properties that undergo improvement or change are subject to a Supplementary Valuation. Supplementary Valuations are applied to properties between the Annual General Valuations if they have changed markedly in value as a result of physical changes such as subdivision, building improvements, additions and knockdowns. The circumstances where a Supplementary Valuation may occur are outlined in the Valuation of Land Act 1960.
The City of Port Phillip undertakes its Supplementary Valuations through its contract valuer on a regular basis.

[bookmark: _Toc98852879][bookmark: _Toc98857880][bookmark: _Toc98858009][bookmark: _Toc100693700][bookmark: _Toc101366853][bookmark: _Toc101366854]Other rates and charges
0. [bookmark: _Toc101366855]Municipal charge
Councils may elect to recover the costs of providing municipal services through a fixed charge, also referred to ‘municipal charge’. This charge is intended to cover fixed administrative and governance costs such as the cost of valuations and administration of the rate system. 
This charge recovers a portion of the council rates requirement (which replaces general rates revenue and does not add to it). 
The income from the municipal charge may not exceed 20% of the combined income from the municipal charge and from general rates. Municipal charges are levied as a flat or uniform sum per service or property. 
The advantage of a municipal charge is that it reflects the fixed costs of councils and it can reduce the impacts caused by the annual general valuation movements/shifts as it is not set linking to property valuation.  
The disadvantage is that it has a greater impact on ratepayers that have a lower ability to pay.  
The City of Port Phillip does not have a municipal charge as combined with the introduction of fixed waste charge we believe it would represent too great a rates distirbution shift to ratepayers who have a lower ability pay. 
	Rating Principle 5
The City of Port Phillip will not implement a municipal charge, given the introduction of a fixed waste charge.


[bookmark: _Toc101366856]Waste Charges for Direct/Private Benefit Waste Services 
Councils may elect to recover a service charge to fund the collection and disposal of refuse and any other prescribed service (none to date) by the Minister of Local Government. The service rate or service charge may be declared on the basis of any criteria specified by councils in developing the rate or charge. 
In many respects, service charges may be considered as another form of rate income and bring with them the same types of issues regarding equity and efficiency. Consistent with the User-pays principle, the City of Port Phillip applies Waste Service charges to recover the cost of direct/ private benefit waste services including the kerbside collections, communal Food Organic Garden Organic and glass recycling, hard waste collection, and Resource Recovery Centre operations.
The advantages of Waste Service Charges are:
· Transparency on the cost of waste services
· Flat (fixed) waste charge are not subject to the annual valuation movements and can flatten out the rates distribution within a property class
· A tiered pricing structure reflects the differences in services received – kerbside and communal.
· It can be used to influence community behaviour with waste charge setting taking into consideration waste bin sizes (80L, 120L, 240L), 
· Concessions and rebates can be used to address equitable outcomes in the community (such as private collection rebates, carparks and storage areas).
· It can fund new waste services such as Food Organic Recycling and waste cost escalation above rates cap such as landfill levy increase set by the Victorian Government as it is not subject to the rates cap.
The disadvantage is that it has a greater impact on ratepayers that have a lower ability to pay. 
	Rating Principle 6
A waste charges will apply to all rateable assessments to recover the cost of waste services that are direct or provide private benefits (such as kerbside collections; communal food organics and garden organics and glass recycling; hard and green waste collection; and Resource Recovery Centre operations).



	Rating Principle 7
The setting of waste charges will be tiered recognising some key service differences between kerbside collection and communal services. It will include a mix of concessions, bin sizes, and exemptions to influence community behaviour, and support equitable outcomes.


[bookmark: _Toc100693704][bookmark: _Toc101366857][bookmark: _Toc101366858]Special rates and charges
Councils can declare a special rate or a special charge for the ‘performance of a function or the exercise of a power’. As such, the special rate or charge can be used to fund the cost of providing services ‘of special benefit’ to the people paying the special rate or charge. Special rates and charges can be used to fund the sealing of a previously unsealed road, providing drainage where drainage was not previously provided, building car parks in shopping centres, promotional or security services for strip shopping centres.
The City of Port Phillip consults with the affected segment of the community before instituting special rates and charges. Councils have the power to set the criteria and duration of any special rates or charges (for example, area or properties affected, mode of calculation). Where non-rateable properties lie within the special charge area and they will benefit from the works subject to the special charge, they also contribute to the special charge
	[bookmark: _Hlk511221206]Rating Principle 8
Special rates and charges will be used where a specific benefit or service can be identified for ratepayers and only following consultation with the affected ratepayers.


[bookmark: _Toc100693706]


[bookmark: _Toc101366859][bookmark: _Toc101366860]Targeted support for the financially disadvantaged
This section is a summary of our Financial Hardship policy which can be found on our website: https://www.portphillip.vic.gov.au/council-services/rates-and-valuations/rates-concessions-and-hardship-relief
0. [bookmark: _Toc101366861]Rates charged to the property
Provision exists for the rates to be made ‘a charge on the property’ and remain so until the property is sold or ownership is transferred. Councils have generally used this power to apply compassionate considerations for elderly people, especially those who might be characterised as ‘asset rich but income poor’. For example, a person may have acquired a house during their working life but may have insufficient income for their retirement. Instead of pursuing legal action to recover the unpaid rates, the rates (plus a prescribed rate of interest) can be recouped when the property is sold or transferred.
[bookmark: _Toc101366862]Deferred payment
Frequently referred to as ‘hardship provisions’, a council can defer the payment of rates should a ratepayer apply and meet the relevant conditions. This has generally been applied in circumstances of financial hardship and arrangements have been made by the individual ratepayer for the payment of rates over a period of time. The result of the Council allowing a deferral is generally an ‘arrangement to pay’, that is, an agreed timeframe or schedule for rate payments.
A council can change the arrangement if the ratepayer’s circumstances change or if the relevant property is sold.
[bookmark: _Toc101366863]Waivers
Councils can waive rates and charges or interest where a person suffers financial hardship. The City of Port Phillip waives one-off rates in circumstances of extreme financial hardship upon application. General ratepayers are encouraged to enter into a payment or deferral arrangement. The City of Port Phillip applies a policy where 50% of the interest can be waived where a pensioner defers payment of rates.
[bookmark: _Toc101366864]Pensioner rebates
Pensioner rebates are a waiver of the whole or part of any rates, charges or interest obligation for eligible recipients under the State Concessions Act 2004 (which include pensioners and residents of retirement villages). In a process administered by the Victorian Government, a concession on municipal rates is available to assist eligible low income ratepayers afford rates on their place of residence. Where only part of a property is being used as a place of residence, each part of the property is to be rated separately.
In order to support its policy objectives, the City of Port Phillip also provides a supplementary rebate to eligible pensioners in addition to the Victorian Government rebate.
To be eligible for the municipal rate concession, the ratepayer must be the holder of a:
· Pensioner Concession Card issued by Centrelink or Department of Veterans Affairs DVA) 
· DVA Gold Card - Totally and Permanently Incapacitated
· DVA Gold Card - War Widow.
Applications for municipal rates concessions are made directly to the City of Port Phillip. Where a rate rebate was recognised the previous year and where the ratepayer remains eligible, no further application is required.
[bookmark: _Toc101366865]A compassionate approach to debt management
The City of Port Phillip applies a compassionate approach to those ratepayers who cannot readily meet their rates debt. All options available within this rating strategy are proactively explored with ratepayers before debt collection measures are escalated.
	Rating Principle 9
The Council is committed to providing targeted support for the financially disadvantaged in the community through the thoughtful use of: 
· Rates charged to the property
· Deferred payments (otherwise referred to as ‘hardship provisions’)
· Waivers for extreme financial hardship circumstances
· Pensioner rebates (including a supplementary City of Port Phillip sponsored rate rebate)
· A compassionate approach to debt management.
Support for residents who are not property owners will be achieved through a range of social and community support mechanisms.





[bookmark: _Toc101366866]Non-rateable properties and other rate reductions
0. [bookmark: _Toc101366867]Rebates
Under the LGA, covering rebates and concessions, a council may grant a rebate or concession in four circumstances:
1. to assist the proper development of the municipal district
2. to preserve buildings or places in the municipal district which are of historical or environmental interest
3. to restore or maintain buildings or places of historical, environmental, architectural or scientific importance in the municipal district
4. to assist the proper development of part of the municipal district.
In accordance with item four, to assist the proper development of part of the municipal district, Council currently provides a 50 per cent rates concession to the Director of Housing (Victorian Department of Health and Human Services) managed Public Housing Estates located in the City of Port Phillip via a sponsorship agreement for ‘Older Persons’. The sponsorship agreement allows Council first option to nominate low income, disadvantaged, or inappropriately housed residents of the City of Port Phillip to new Public Housing Estates vacancies including:
· “Inkerman Heights” Inkerman and Henryvill Streets, St Kilda
· “Pinaroo Village” Inkerman Street, St Kilda
· 482 Williamstown Road Port Melbourne
· “Shoreline” Mills and Ashworth Streets, Albert Park
· “Layfield Court” Victoria Avenue, Albert Park.
	[bookmark: _Hlk511307636]Rating Principle 10
The Council is committed to support the provision of affordable housing for Older Persons by providing a 50 per cent rates concession to Public Housing Estates located in the City of Port Phillip managed by the Director of Housing.  This provides Council the first option to nominate low income, disadvantaged, or inappropriately housed residents of the City of Port Phillip when vacancies become available in these Public Housing Estates.



[bookmark: _Toc101366868]Non-rateable properties
The LGA outlines that all land is rateable by councils except for specified property groups which are non-rateable. Those groups are:
· land being the property of the crown, council or statutory authority that is used exclusively for public or municipal purposes or that is unoccupied
· land held by religious organisations and used for specific purposes
· land held by charitable organisations and used for specific purposes
· land held and used exclusively for RSL type purposes.
The proper classification and administration of non-rateable properties is significant to councils to ensure that the intent of the legislation is carried out and that the rating burden is spread equitably. Non-rateability applies to a property’s actual usage. Effective administration is needed to ensure that circumstances such as these are captured:
· sometimes a non-rateable property sub-lets part of the property for a rateable activity (for example a shop) and this part of the property should be rated
· a property’s actual use can change over time even though the ownership remains, for example, in the hands of a charitable organisation.
While non-rateable properties are non-rateable in terms of general rates, the LGA makes specific provision for Councils to impose service charges for waste collection, street construction and special rates and charges. 
There are currently approximately 500 non-rateable properties within the municipality, with the City of Port Phillip being the owner or the Committee of Management for approximately half of these.
	Rating Principle 11
Non-rateable properties will be required to contribute to services provided by the City of Port Phillip through the payment of full waste service charges at full cost. 



[bookmark: _Toc101366869]Cultural and Recreational Properties
The provisions of the Cultural and Recreational Lands Act 1963 modify the way in which the users of ‘recreational lands’ are rated. The Cultural and Recreational Lands Act 1963 has two principal criteria:
· the land must be owned by the body providing the service or must be on land rented from the Government or Council (that is, it does not apply to land rented from private landowners) 
· it must be for an outdoor recreational or cultural activity.
There are currently 27 cultural or recreational properties in the City of Port Phillip that are rated under the Cultural and Recreational Land Act 1963. 
The Cultural and Recreational Land Act 1963 enables councils to levy as rates on recreational lands an amount that it thinks reasonable taking into account the services provided on land and the benefits the community derives from it. Facilities where profits are paid as a dividend to members are specifically excluded from any discount.
Current practice across the Victorian local government sector is to apply a percentage discount from the general rate to reflect the community benefit the land creates. One major issue with this approach is its lack of transparency and inconsistency with the broader funding principles.
Most councils provide community funding to local community groups based on a Community Funding Policy which sets out the funding principles, criteria and performance metrics. This approach enables the comparison of community benefits from all applications for funding allocation decisions.  This is a more optimal funding allocation methodology that aligns with Council’s strategic directions and policies.
Council will sunset our current approach of applying concesssional rates discount on general rates and transition to the Community Subsidies Program within our Community Funding Policy.  This will achieve a better, more transparent and consistent outcome that aligns with Council’s strategic directions and policies.
	Rating Principle 12
Properties provided for under the Cultural and Recreational Lands Act 1963 will be considered support in accordance with Council’s Community Subsidies Program.  This will achieve a better, more transparent and consistent outcome that aligns with Council’s strategic directions and policies.






[bookmark: _Toc101366870]Review of rating strategy
The City of Port Phillip actively seeks to retain and enhance the diversity within the municipality. This diversity encompasses socio-economic advantage as well as other characteristic such as home ownership, ethnicity, age and family status (among others). 
The Rating Strategy has been developed to support the conditions that allow our communities to experience and enjoy diversity of values, beliefs and aspirations and which provide the financial basis to that our residents have access to effective and appropriate services and resources.
The City of Port Phillip is committed to communicating to ratepayers the way in which rates are set and implemented, the impacts of this rate reviewing the Rating Strategy periodically and to publish and inform the community of its decisions in respect to the Rating Strategy.
	Rating Principle 13
The City of Port Phillip Rating Strategy will be reviewed by 30 June following a general council election.
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