2007/2008 Budget

Rates and Charges
Objects and Reasons


The following Objects and Reasons are provided in accordance with Section 6.36 of the Local Government Act 1995 and the Council’s “Notice of Intention to Levy Differential Rates” for the 2007/2008 Financial Year on various categories of properties within the City.  This paper details the Objects and Reasons for those proposals.

Overall objective
Rates are levied on all rateable properties within the boundaries of the City of Melville Municipality in accordance with the Local Government Act 1995.  The overall objective of the proposed rates and charges in the 2007/2008 Budget is to provide for the net funding requirements of the Council’s activities and works programs as outlined in the Plan for the Future.  

The indicative rates in the dollar that have been advertised and included in this document are based on gross rental values established by the Valuer General during the 2005/2006 financial year and applied effective from 1 July 2005 plus any amended or new valuations that have been subsequently advised by the Valuer General.  

The existing differential rating system will again be amended for the 2007/2008 year.  In previous years a differential loading of 30% above the residential and commercial/industrial improved land figure has been applied to residential and commercial/industrial unimproved land.  Because of changes in the comparative valuations between improved and unimproved land following the July 2005 revaluation, Council resolved to phase out the differential rate by reducing it from 30% to 20% in 2007/2008, from 20% to 10% in 2007/2008, and to remove the differential altogether in 2008/2009.  

It is proposed to increase the rate in the dollar of gross rental value (GRV) for improved land, including minimum rates, by 6.85% to fund operations, capital works and special projects.

The Perth Consumer Price Index (CPI) for the period March 2006 to March 2007, as published by the Australian Bureau of Statistics (ABS), was 3.5% (Australian Average 2.4%).  CPI measures the increase in prices of a bundle of goods consumed by an average household.  Local governments however have very different consumption patterns to the average household, and as such the CPI is not a good indicator of the price changes experienced by them.  The Western Australian Local Government Association (WALGA) has undertaken a study identifying a more meaningful ‘basket of goods’ reflecting the activities of local government (in particular general construction activity).  The most recent figure available for this index is for December 2006, which shows a year on year inflation figure of 5.45% compared to a WA CPI figure of 4.4% at the same time. 

The 6.85% rate in the dollar increase has been arrived at based on a balance of the above information, increased salaries and wages costs, the dramatic impact on material prices experienced as a result of the impact of boom conditions in WA on the price and availability of contracts and contractors.  Council has also recognised the need to make adequate provision for the maintenance of its assets and to do this will require an increased level of funding over ensuing years.  

It should be noted that due to very significant cost increases experienced over the past year the proposed 6.85% increase in the rate in the dollar still does not result in a level of funding that will maintain the real value of operating and capital budgets.  The City is in the process of preparing comprehensive asset management plans and a long term financial plan to better inform its decision making in regards to its long term financial sustainability.
Rate categories

The following rate categories have been established:

· Residential Improved Land

· Commercial/Industrial/Improved Land

· Unimproved Residential and Commercial/Industrial Land

· Minimum Rate in respect to both Improved and Unimproved Land

Proposed rates and minimum charges for 2007/2008
Proposed rates in the dollar and minimum rates for the 2007/2008 financial year for each rating category are as follows –

	Rate Category Descriptions
	Proposed Rate in the Dollar

2007/2008
	Rate in the Dollar

2006/07
	Proposed Minimum Rate

2007/2008
	Minimum Rate

2006/07

	Residential improved land
	6.45924 cents
	6.04515 cents
	$500.00
	$468.40

	Commercial/industrial improved land


	6.45924 cents
	6.04515 cents
	$500.00
	$468.40

	Unimproved land

- residential

- commercial/industrial


	7.100 cents
	7.25418 cents
	$550.00
	$562.10


Residential improved land
The rate in the dollar of 6.45924 cents reflects an increase of 6.85% in the rate in the dollar when compared to the 2006/2007 financial year.  Rates provided by this category, including minimum rates, are approximately 73.89% ($27.77M) of the total rate requirements of the Council.  The rate in the dollar of 6.45924 cents was discounted from the standard rate to take account of the additional benefits to the rate collections that are achieved through a differential rate on unimproved land.
Commercial / industrial improved land
The rate in the dollar of 6.45924 cents reflects an increase of 6.85% in the rate in the dollar when compared to the 2006/2007 financial year.  Rates provided by this category, including minimum rates, are approximately 22.52% ($8.46M) of the total rate requirements of the Council.  The rate in the dollar of 6.45924 cents was discounted from the standard rate to take account of the additional benefits to the rate collections that are achieved through a differential rate on unimproved land.
Unimproved land
The rate in the dollar of 7.100 cents reflects a reduction of 2.13% in the rate in the dollar when compared to the 2006/2007 financial year.  Rates provided by this category, including minimum rates, are approximately 3.59% ($1.35M) of the total rate requirements of the Council.  The 10% differential applied to unimproved land is reduced from the figure of 20% that was applied to the 2006/2007 financial year.
Differential rating

A differential loading of 10% above the residential and commercial / industrial improved land is applied to residential and commercial / industrial unimproved land.  This loading has been reduced from the 20% level applied last year.

If differential rates were not imposed, the rate in the dollar would be approximately 6.480 cents with a minimum rate of $501.77.  This rate is referred to as the standard rate.
The purpose of imposing a differential rate is to obtain a fair income from unimproved land within the municipal district.  Utilisation of gross rental values for unimproved land means that the revenue generated is materially different to that which would be applicable under the unimproved valuation system.  It is proposed that a minimum contribution of $550.00 from unimproved land together with the reduced differential rate will provide an appropriate contribution towards the facilities provided by the City.

Service charge - community security liaison service

It is proposed to set the 2007/2008 Security Charge at $37.50, a reduction of 80 cents from the amount levied in 2006/2007. This Service Charge is raised for the purpose of meeting the cost of operation of the Community Security Liaison Service
Refuse charges

The City of Melville relies upon services provided by the Southern Metropolitan Regional Council (SMRC) for the disposal of domestic waste and for recycling services.  The costs proposed by the SMRC for the provision of these services for 2007/2008 continue to show material increases, resulting in the need to increase the annual charge for rateable land provided with a refuse service from $220.00 to $230.00 per service.  This charge includes weekly domestic collection, fortnightly recycling collection, one junk goods and the three green waste kerbside collections.  The concessional residential refuse charge applied to eligible pensioners will be increased from $147.00 to $157.00.  The charge for a service provided to non-rateable land is estimated to be $356.50 per service.  


Emergency services levy
On 1 July 2003, the State Government introduced the Emergency Services Levy (ESL) that requires local governments to act as collection and administration agents for this levy on behalf of the State Government.  The ESL is included on Council rate notices.  Councils are required to collect and remit the funds to the Fire Emergency Services Authority.  

The levy is calculated on the Gross Rental Value of rateable and non-rateable properties within the metropolitan region.  The State Government determines the rate in the dollar of valuation and Councils are required to use the rate notified to them.  In the May 2006 State Budget it was announced that the average metropolitan household increase in the levy for 2007/2008 will be 6.8%.
This item is provided as information only and it should be noted that the Council is not able to consider submissions in regards to the imposition by the State Government of this levy. 

Discount

A 4% discount on current rates and service charges including differential rates but excluding the Emergency Services Levy will be allowed where the total amount levied, plus any arrears if applicable, is paid in full by the date specified on the rate notice.  

The objective of offering a discount is to encourage ratepayers to pay all outstanding amounts within a short period of receiving their rate notice. It is proposed that, once again this year, the early payment discount will be offered to ratepayers who pay the full amount within 21days of rate notice receipt.  

Payment by instalments

The option to pay rates in four instalments will again be offered.  It is proposed to charge an administration charge of $15.00 to residents taking advantage of the payments by instalments option. This amount is unchanged from the fee levied in 2006/07.  This charge partly recompenses the Council for some of the costs incurred in processing the extra instalments such as the fees charged by Bill Express, Austpost, BPAY and the costs of producing and delivering instalment notices, and the associated collection process.


Other rates fees

The Legal Action Administration fee of $100.00 will again be levied in circumstances where legal debt recovery processes become necessary to ensure that Rates are properly paid.  It is not proposed that the amount of this fee will be increased in 2007/2008.

A service of paying Rates by Direct Debit is offered to assist ratepayers who are experiencing difficulty in paying.  In line with other Councils that offer this service, an administration fee of $30.00 is levied when setting up a Direct Debit arrangement. It is not proposed that the amount of this fee will be increased in 2007/2008.
Penalty interest

Penalty interest will also be levied on all rates and charges at the statutory maximum rate (currently 11%) where payment in full or the first instalment is not received within 35 days or if any subsequent instalments are not paid by their

