
 

1 
 

REGIONAL CITIES VICTORIA  
 
Submission to the Local Government Act – Exposure Draft Bill 
Review 
 March 2018 



 

2 
 

Local Government Act Review Secretariat 
c/o Local Government Victoria 
PO Box 500 
Melbourne VIC 3002 
 
Via email: local.government@delwp.vic.gov.au 
 
16 March 2018 
 
 
Dear Secretariat, 
 
Re: Submission to the Local Government Act Review 
 
1. About Regional Cities Victoria (RCV)  

Comprising Mayors and CEOs of the 10 largest cities in regional Victoria – Ballarat, Bendigo, Geelong, 
Horsham, Latrobe, Mildura, Shepparton, Wangaratta, Warrnambool and Wodonga - Regional Cities Victoria 
(RCV) is a regional leadership group dedicated to building a sustainable Victoria through regional growth. 
RCV provides strategic advice, coordination and advocacy to State and Federal Governments to support 
policies which will enable Victoria’s regional centres to grow and develop.  
 
RCV is widely recognised as a pre-eminent advocacy organisation for regional Victoria. It works closely with 
both the Minister and Shadow Minister for Regional Development, with various arms of government 
including Local Government Victoria and Regional Development Victoria, and with other bodies such as 
Rural Councils Victoria, the Municipal Association of Victoria, RACV, the Victorian Chamber of Commerce 
and Industry and the Victorian Farmers Federation. 
 
As regional hubs, RCV member cities support surrounding districts through the provision of education, 
health, financial, transport and social services, as well as retail, sport and recreation, cultural and tourism 
amenities and activities. This supporting role further highlights the importance of ongoing investment in 
infrastructure for the provision of new facilities and the renewal of existing infrastructure, as the benefits 
of such investment help a significant percentage of regional and rural communities beyond the regional 
cities. Investment in regional city infrastructure will improve regional economies by stimulating further 
population growth and attracting additional private and public investment. 
 
2. Responding to the Local Government Act Review 

RCV’s response to the Local Government Act Review examines the Fair Go Rates System (i.e. rate capping) 
and its impact on regional councils’ ability to carry out not only the financial planning and management 
requirements outlined in Part 4: Planning and Financial Management of the Exposure Draft Bill, but also to 
deliver the essential services and infrastructure that are intrinsic to the role of local government. 
 
RCV’s submission also highlights the difficulties in the process for applying for a higher rate with the 
Essential Services Commission (Clause 142, Part 5, Rates and Charges).  
 
3. Impacts of the rate capping policy 

The impacts of rate capping are varied and wide-ranging. There is a cumulative financial impact to council, 
in terms of reduced income from rates over time. There is also the impact of reduced services, or the 
abolition of services altogether. 
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3.1 Increased pressure on Regional Cities 

Rate capping has a disproportionate impact on regional councils due to their additional servicing 
responsibilities. Unlike metro or peri-urban councils, regional councils must service residents from 
surrounding rural councils and shires, who are also being forced to make cuts due to rate capping.  
 
Examples of the additional services regional cities are expected to provide include: 
 
• 30 per cent of the people who use the Wodonga Library do not live in the City of Wodonga. This 

equates to around $300,000 worth of additional services that Wodonga effectively provides as pro 
bono.  

• Around 50 per cent of people who use the Geelong Performing Arts Centre are from outside the City of 
Geelong. 

• Warrnambool operates a regional airport, which in addition to business and recreational aircraft, is also 
home to essential services Ambulance Victoria and Helicopter Emergency Medical Services (HEMS 4). 
The airport averages about 40 aircraft movements daily with General Aviation Maintenance (Courier 
Service) and Ambulance Victoria fixed wing aircraft daily users.  

• Most of RCV’s member cities pay millions for important cultural attractions, like the Bendigo Art Gallery 
and Shepparton Art Museum.  These are fantastic local facilities and they are pivotal for growing our 
local economies – but these are not facilities and services that metro and particularly peri-urban 
councils need to provide, given their proximity and ready access to state government funded facilities 
such as the National Gallery of Victoria, Melbourne Museum, Scienceworks or Heide Museum of 
Modern Art. 

RCV member cities understand they have a responsibility to provide these services and are proud to assist 
neighbouring smaller councils; but it does mean that the demands on these services and amenities far 
outweigh the resources available from the rate-paying base to maintain them. 

 
3.2 Financial impacts and opportunity costs 

RCV cities have calculated the long-term impact of rate capping. Comparing rates income over a ten-year 
period from 2016 to 2026, at the rate cap of 2.50 per cent versus a projected rate level of between 4.50 
and 5.50 per cent, it is estimated that rate capping will cost some RCV cities between $34.8 million and $54 
million over this ten-year period; while larger cities will be impacted by as much as $225 million over ten 
years.  
 
In addition to this direct financial impact, there is the impact of opportunities missed as a result of the 
ongoing financial constraints imposed by rate capping. Many RCV member councils are now unable to 
apply for significant state and federal grants, as most of these programs require matched funding from 
councils.  In the current environment, RCV member councils simply cannot afford to provide these funds. 
Moreover, grants for sporting facilities have not grown in real terms over the years.  The maximum state 
grant available is $650,000, yet the expectation of regional cities is to provide regional sporting facilities 
which cost millions of dollars to build. So even if a council were successful in securing grant funding, the 
shortfall it needs to cover is growing. 
 
Inability to apply for grants means missing out on the business attraction and growth opportunities that 
would have accompanied the grant-funded projects. This restricts the employment opportunities in 
regional cities, hampering their ability to attract people to regional areas, and this will have long-term 
negative impacts on regional Victoria. There are also community impacts; for example, inability to fund 
upgrades for Female Friendly Facilities at local sporting venues negatively impacts opportunities for female 
participation in sport. 
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4. Applying for a higher cap 

We note that there are provisions in the Local Government Act Draft Bill by which councils may apply for a 
higher rate cap with the Essential Services Commission. RCV councils have reported difficulties with this 
process; difficulties which are problematic enough to act as a deterrent from making an application. The 
problems can be summarised as follows: 
 

• Financial cost: Although there is no fee to apply for a rate cap variation, the extensive community 
consultation that is required to support a rate cap variation is a significant expense to Council. 
 

• Political cost: Council has to publicly announce on three separate occasions its intention to apply 
for a rate cap variation. This usually results in bad publicity for the Council; the Councillors 
individually receive negative feedback; and it provides three opportunities for Councillors to be 
persuaded to not apply for a rate cap variation. 
 

• Resourcing cost: Preparing a compelling business case for the Essential Services Commission is 
resource intensive. If the work is undertaken through existing roles in Council, adequate backfill of 
these roles is required to ensure there is no disruption to day-to-day Council operations. Also, in 
order to apply for a rate cap variation, Council is required to prepare two budgets, a version within 
the rate cap and a version with a rate cap variation, so there is a duplication of effort.  
 

• Timing:  There is insufficient time between the Commission’s setting of the cap and the adoption of 
a budget. Developing a realistic and sustainable long-term financial plan under these conditions is 
impracticable.   

RCV acknowledges that the Government and the Opposition are unlikely to wind back the rate capping 
policy.  With this is mind, RCV is focused on devising strategies that could deliver alternative revenue or 
funding streams, or strategies that could reduce the financial burden on regional and rural councils.  
 
5. Alternative strategies 

RCV is considering alternative strategies to address the income shortfall projected as a result of rate 
capping. These include: 
 

• Development of a Treasury Shared Service model whereby RCV cities would aggregate funds in 
order to access wholesale investment markets, significantly reducing interest costs for all ten 
councils. Preliminary research commissioned by RCV shows the model would deliver approximately 
2 per cent reduction in interest – an annual saving of around $5 million on current total RCV debt 
levels. RCV is currently working to develop a formal business case underpinning the proposal for 
the implementation of the Treasury Shared Service.  

• A category-based capping regime that acknowledges the greater responsibilities of regional 
councils. 

• A significant boost to regional development programs for community infrastructure. 
• Removal of the requirement for matched funds for Government grant streams. 
• Better support for enabling infrastructure in regional cities. 

 
6. Conclusion 

RCV understands that rate capping is enshrined in the Draft Bill. The same legislation prescribes 
requirements around financial planning that are difficult for councils to deliver on, due to the burden and 
limitations placed on councils due to rate capping. Although there is provision for consideration of a higher 
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cap by Essential Services Commission, the application process is costly and time-consuming, making it an 
unattractive option for council to pursue. 
 
RCV also understands that rate capping is a popular policy for some sections in the community.  These 
same local constituents are demanding better services and better infrastructure in their communities.  
With the current policies in place, regional cities will not be able to deliver these services, amenities and 
facilities, or maintain the current service levels, into the future. 
 
Thank you for receiving this submission. Should you have any queries, or require further information, 
please contact the Regional Cities Victoria Secretariat on 03 9654 4799 or via email: rcv@cprcomm.com.au  
 
 
Yours sincerely, 
 
 
 
Cr Margaret O’Rourke 
Chair 
Regional Cities Victoria 
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