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The CHAIR — Good morning; welcome to everybody. | declare open the Public Accounts and Estimates
Committee hearings on the 2003-04 budget estimates for the local government portfalio.

| welcome Ms Candy Broad, Minister for Local Government; Mr Y ehudi Blacher, Secretary of the Department for
Victorian Communities, Ms Prue Digby, executive director, local government and regiona services, Ms Joanne
Rumble, acting finance manager, Department for Victorian Communities; departmentd officers, members of the
public; the media; and Hansard.

All evidence taken by this committee is taken under the provisions of the Parliamentary Committees Act and is
protected from judicia review. However, any comments made outside the precincts of the hearing are not protected
by parliamentary privilege. All evidence given today is being recorded. Witnesses will be provided with proof
versions of the transcript early next week.

Before | call on the minister to give a brief presentation on the more complex financia and performance
information that relates to the budget estimates for the portfolio of local government, | ask that al mobile
telephones be turned off and pagers be turned to silent.

Minister, welcome. Y ou have the opportunity to make a presentation using overheadsif you wish, and then
55 minutes have been alocated for questions. We request that the minister distribute the overheads.

Over heads shown.

MsBROAD — Thank you, Chair, members of the committee, and everyone else who is present. |
welcome the opportunity to make a presentation today in relation to, for thisfirst part of the meeting, my local
government portfolio. This brief presentation, which isin front of you and on the screen, will cover the main
achievements, objectives and priorities for the portfolio for
2003-04. Following that | am very happy to take questions.

What is up here are the main objectives. As my colleaguesin the upper house have heard on quite anumber of
occasions, local government is an important partner for the state government, with proper congtitutional recognition
of loca government now provided in the congtitution. The state supports local government as to democracy and
action at the local level and aims to work in collaboration with the local government sector to ensure that that
democracy and action are effective, that we have astrong loca government sector, strong communities and more
integrated services.

A range of achievements are reflected in the 2002-03 year reporting in the budget papers, in terms of the effort
from the local government and regional services division and the government more broadly, including providing
congtitutional recognition, which | have mentioned; the preparation of the Local Government Act update; the
continued implementation of Best Vaue Victoria, including continued conduct of service reviews; the production
of anumber of support tools for councils; guidelines for production of Best Vaue annual reports, developed in
partnership with the Local Government Professional Association and developed with the Victorian Local
Governance Association (VLGA). The division has aso concentrated on promoting the necessity of infrastructure
renewal. In the Local Government in Victoria 2002 report there was areport on two new infrastructure indicators,
meaning that over time we will be able to monitor the renewa and maintenance spending of local governments on
infrastructure, which is avery pressing areafor local government.

Capacity building has aso been a strong focus of the division, and the second Local Government in Victoria report,
released earlier thisyear, is certainly one of the achievements.

Thereisdso the Rural and Regiona Mayors Summit. The third summit was held in September of last year, and |
am currently consulting with local government and reviewing these arrangements to ensure that we get the best
possible results going forward in terms of those sorts of meetings and dialogue.

Thereis continued strong support for libraries with arecord al-time high commitment of $25.2 million.

| should aso mention the strong role which the division took in the bushfire recovery response both in supporting
me in my membership of the government task force and in the activities of the division in the establishment of a
volunteer regigter. | indicate that some 45 people have been linked to recovery committees to engage in volunteer
tasks and some $80 000 has been allocated to loca government in relation to structural assessment of damaged
bridges, which is one of the consequences of dealing with the fire emergency and subsequent recovery.
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Priorities 2003-04 listed on the next dide show the four key areasin terms of government objectives for local
government: more effective democracy, astrong local government sector, strong communities, and more integrated
sarvices. | intend in the remaining time to go briefly to each one of those areas.

In terms of more effective democracy a crucia part of delivering thisin 2003-04 isthe Local Government Act
update, which the eection interrupted. The government will be bringing that bill back in the spring sittings of the
Parliament. In addition to dealing with all matters which were included in the previous update hill the government
will be implementing our eection commitment in relation to acommon date for local government elections. That
will require legidation to adjust terms of the three separate groupings of council electionsto bring them to a
common date— which is a chalenge that is ahead of me.

There isawhole range of matters covered by the update bill in relation to rules of conduct, making decision making
more transparent, introducing proportiona representation to replace the current exhaugtive preferential system,
some sound principles for financial management to be included in the act, and provisions for councilsin relation to
special rates and charges — which was a contentious area during the lead-up to the preparation of the previous
draft.

The CHAIR — Looking a our handouts you are about halfway through, and you are about three-quarters
of the way through your time.

MsBROAD — Okay, thank you. Under the heading of strong local government sector and accountability,
three points are there: financiad management; local communities knowing more about the activities of their
councils— which is particularly addressed through the Best Vaue process, and performance management. The
annua community satisfaction survey and the annua local government report in Victoria, which | referred to
before, highlight councils performance against community satisfaction levels on specific indicators.

As an advocate within state government for the local government sector, with the establishment of the new
Department for Victorian Communities there is now a clear opportunity to strengthen the relationship between state
government and local government in line with our eection statements. Included within that are strategic
partnerships. The new Department for Victorian Communities will be pursuing partnerships with individual
councils and shires aswell as groups of councils around building stronger communities, and there are awhole
range of principles which will guide the development of those strategic partnerships. These are set out here.

Place-based initiatives are another aspect of strategic partnerships. They particularly require localy specific
problem solving, and we certainly have had some demonstrations of those recently in terms of dealing with the
recent fires. In addition to those there are issues such as declining populations, in parts of rurd Victoriain
particular; and socia disintegration in parts of Victoria. The government believes these necessitate better joined-up
government and more flexible approaches to address those issues, which is all part of the new department’ s charter.

In relation to infrastructure, which | highlighted earlier as an area of particular priority for local government, there
was an infrastructure study going back to 2000 which identified that councils current expenditure on asset renewal
was inadequate. There are awhole range of initiatives in place and being conducted through the local government
and regional services division with the peak bodies to redress that Situation and aso address a number of the
recommendations from the Auditor-General’ s performance audit on asset management in relation to loca roads.

There are awhole range of monitoring and continuous improvement actionsin that area, and the proposed road
management bill will also greatly assist in dedling with the roads areain particular.

Onthefina dide on moreintegrated services, and grantsin particular, the local government and regiona services
division in the department manages three mgjor funding projects for local government: the public library grants,
which | have referred to; thelocal government improvement incentive program, which is the share of national
competition payments that Victoria provides for loca government — the only state to do so; and the loca
government language services support program.

Those are the main ones | wish to draw attention to. | am happy to take questions on anything that | have not
covered.

The CHAIR — Thefirgt question | would put to you isin relation to page 399 of budget paper 3 and you
aso referred to thisin your overheads. It isthe legidative framework for the Local Government Act standards. It is
outlined there under outputs. | would ask you to highlight to the committee alittle of how that relates to enhancing
the Growing Victoria Together policy framework. Can you just explain alittle more fully — and know | hurried
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you through those overheads — exactly what you want to do to improve the legidative framework for local
government in that act.

Mr RICH-PHILLIPS — Tél us how what you were not alowed to tell us before!

MsBROAD — Interms of improving the legidative framework for loca government, the backdrop to
thisisthe recognition of local government in the Congtitution Act to be followed by arange of measuresin the
local government update bill that will be introduced in the next sitting of Parliament.

As| have referred to, the key purposes of that update will include improving democracy as well as transparency in
local government. The preparation of the bill has followed very wide consultation on the previous version, and |
have taken the opportunity of the delay caused by the el ection to conduct further consultation, particularly with the
peak bodies, and also awhole series of individua councils and shires have put their viewsto me. | will continue to
receive those up until the point a which it is necessary to conclude those discussions and take it to the Parliament in
the next Sitting, which isavery definite deadline.

In relation to the dectoral processes, making proportiona representation, the primary voting system and providing
for six-yearly reviews of councils eectora systems, will, importantly, be conducted independently by an electoral
commission, not by councils themsalves, and the amendment to the electora timetables to bring councilsinto the
common cycle.

The provisionswill aso include ones relating to the conduct of councillors and council staff, mandatory adoption
of codes of conduct by councils and requirements to avoid conflicts of interest. A very large number of issues have
been raised with me following the recent round of elections in some 54 municipalities. | have certainly looked at
those from the point of view of how we can avoid some of the issues that have been raised by dealing with things
like codes of conduct in the new bill.

Accountability and reforming the planning and reporting processes of local government will ensure greater
trangparency, in particular with financia management. These changes will include ensuring that public records of
council decisions are clear and complete because there have been issues around those. It will be, | understand, the
most significant reform for local government legidation for about 15 years. A whole raft of provisonswill be
addressed. | am sure the Parliament when the bill isintroduced will closely scrutinise them al, given the number of
previous councillorsin the Parliament in dl partieswho, | am sure, will take a close interest in those matters.

The CHAIR — By way of supplementary — a quick one on the codes of conduct — do you envisage that
you will give peopleideasin terms of atemplate— for example, with health legidation codes many councils said
that it is reinventing the wheel? Allowing for opportunities for people to put their own stamp on codes of conduct,
have you gone that far to look at codes of conduct by way of templates?

MsBROAD — Certainly an important part of the government’ s approach is expanding the capacity of
loca government by assisting in that way in providing what you have described as templates. | guessit isagtarting
position at least for councilsto draw on rather than everyone doing it from scratch.

MsDIGBY — It would be envisaged that the legidation would require that councils have codes of
conduct, but that the actua template would be something outside the legidation that we would assist with councils.

The CHAIR — Perhaps you could take that as a question on notice because it becomes very costly for
councilsif they are dl doing something similar.

Mr FORWOOD — | refer to pages 117 and 118 of last year’ s budget paper 3 and page 399 of thisyear's
budget paper 3. Last year the total amount of funds alocated for the three output groups of local government was
$40.5 million, and the full-year effect for the forthcoming year for local government is $33 million. Thefirst part of
the question is: last year we had $40.5 million alocated for local government and this year it is only $33 million.
What is the difference. Secondly, of the $33 million for local government, how isthat alocated and what will it be

Spent on?

MsBROAD — Thefirgt thing to say is, as| am sure you are aware, that as aresult of the formation of the
new Department for Victorian Communities we are dedling here with a situation where numbers are not directly
comparable, but | will certainly seek to account for the difference.

In relation to the 2003 output groups of $40.5 million, which has been referred to, my understanding is that that
included an output cost of $7.5 million in relation to road assi stance grants which is an output controlled by
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Vicroads. | am not sure why it wastherein thefirst place, but in any event it has now been excluded, so that
essentialy accounts for that part of the difference.

Mr FORWOOD — That would be the full amount if you take the $7.5 million off last year. It is probably
not your responsibility, but can we take it that the $7.5 million has actualy goneto Vicroads, or hasit been lost?

MsBROAD — | am sureit has not been logt.

Mr BLACHER — It has goneto Vicroads.

Mr FORWOOD — So wewill be able to ask the Minister for Transport?
Mr BLACHER — Yes.

Mr FORWOOD — In relation to the $33 million, that means that year-on-year you have exactly the same
amount of funds as you had the year before?

MsBROAD — That iswhat the numbers would indicate.
Mr FORWOOD — Can you tell us how the $33 million would be alocated?

MsBROAD — While | am finding the relevant pieces of paper, the largest component isthe adlocation
for municipal libraries, which is $25.8 million, and the baance is essentially operating costs.

Mr FORWOOD — Wages and sdaries. | notice staff has gone up from equivaent 37 to 43. Arethey ina
particular area?

Mr BLACHER — They will largely go into an expansion of the office’ s capacity in the regions, so there
will be an outreach capacity by the department overall and that will be a component.

Mr FORWOOD — Based on income?
Mr BLACHER — Yes.

MsBROAD — Essentidly with the crestion of the new department and our focus on strengthening
communities there is aview, which the secretary of the department has just indicated, that it is appropriate that
resources are devolved more than they have been in the past. That will be happening across the new department,
including in relation to the local government and regiona services division over time.

Mr FORWOOD — | know it is early days, but perhaps you could indicate to the committee, if you can,
whereabouts geographically they arelikely to be located. Mr Baxter is not here, but | can tell you that if he were he
would be saying, ‘ Are we getting one in Wodonga? .

MsBROAD — In time we will be able to indicate where s&ff are located. As you have acknowledged
yoursdlf, it isearly days and we are not in a position to indicate that here today. But | will clearly signd an intent —
that iswhat will happen over time.

MsROMANES— Minigter, you have indicated that funding for public libraries, both recurrent and
capitd, to the tune of over $25 million, is an important output for your portfolio. Can you outline to the committee
in more detail exactly what the government provides in terms of library services for the community, because they
are very important services to our local communities across the state?

MsBROAD — Very willingly. Again, apologies to those colleagues in the upper house who heard me
just yesterday, | think, talk about some particular alocationsin relation to libraries, but | will try not to go over dl
of those. As | have indicated, the government has allocated a record amount, in relation to the $25.8 million to
public libraries under the public libraries grants program. That isin relation to assisting with operating costs for
public libraries in municipalities.

| should indicate that the formulathat is used to allocate those funds has been revised following some extensive
consultation with the local government sector. The formulato apply from July of this year will reflect arange of
different pressures on library services across Victoria by taking into account relative socioeconomic status,
remoteness, population dispersion and, very importantly, English proficiency. So there has been some adjustment
to that formula to take into account those pressuresin particular.
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There has also been, in addition to the operating grants provided through the public libraries grants program, atotal
of $12 million alocated over three years through the Community Support Fund to assist councilsin replacing,
extending or refurbishing public library buildings. Through that support some 45 projects have been funded under
the Living Libraries program. | understand that that trandates into around 20 per cent of the state's library buildings
which will have been upgraded or replaced when the program is completed. | think it also trandates into more than
half of Victoria s municipalities receiving funding through that program.

One of the grants which | was not able to announce during Library Week and which | did not refer to yesterday in
the house, but which | would like to announce today, is a grant of $108 000 from the Living Libraries program
which will assist the library a Corryong — the Elyne Mitchell public library, which is aterrific namefor alibrary.
That grant to the Corryong library is going to enable it to enhance arange of library servicesfor its community. |
understand that the building also operates a service centre for the Towong Shire Council and is also— as many
libraries are— a meeting space for community groups. So that is going to assist al of those organisations that use
the Corryong library.

A program that does not start until the 2004-05 year isthe $5 million to assist libraries with replenishing their
stocks of books and other materias. That will commence in the next financia year.

Mr RICH-PHILLIPS — Minigter, | would like to ask you about grants to local government on page 189
of budget paper 2. For the current financia year — which we are till in— grants were listed last yeer at
$547 million, declining to $509 million for the budget we are considering, $470 million for the year after, then
$447 million for the year after that. So that is adecline of $100 million over the next three financia years.

Given that at this year's commonwealth budget the federal minister, Wilson Tuckey, announced almost a4 per cent
increase in financial assistance grantsfor local government to Victoria, why are the state grants to loca government
being cut by $100 million?

MsBROAD — | am being advised here to take this on notice. Asfar asit has been indicated to me, in
relation to the grants which are overseen by the local government division in the Department for Victorian
Communities — that is, commonwealth roads money that comes through the Victoria Grants Commission,
libraries funding and operationa grants— there are no reductions. Given that thisis an aggregate number which
includes a number of grants which go to loca government from other departments and which do not go through the
loca government division for the Department for Victorian Communities — as you can see from these very large
numbers here, thisincludes arange of other grants and transfer paymentsto local government — | will Ssmply have
to take that on notice.

Mr RICH-PHILLIPS — My understanding is that commonwealth roads funding is paid directly to loca
government and did not go through the grants commission, so if you could provide a breakdown of that figure and
why we are seeing that apparent declinein the forward period, that would be very helpful.

MsBROAD — Certainly in relation to the commonweal th roads funding which flows through the
Victoria Grants Commission in terms of their alocation, which the commonwed th determines on advice from the
Victoria Grants Commission — and | understand the Victoria Grants Commission is advising councils of the
preliminary numbers today, which will then go to the commonwealth minister for determination and then final
advice around about August — we can certainly provide advice on those numbers. But the remainder of it we will
certainly have to take on natice.

Mr DONNELLAN — On page 398 of budget paper 3, one of the objectives of the local government and
regiona services divison of the Department for Victorian Communities is to administer grants to improve
interpreting and trand ation services. Can you outline to the committee what the Bracks government isdoing in the
interpreting and trand ation services area?

MsBROAD — As| have indicated, thisis an area which the government certainly has a commitment to,
and this has recently been reflected in our approach to grantsto libraries. In addition to the recognition of thisin the
libraries area, the government is demongtrating its commitment to the 79 councils now across the state by providing
increased recurrent funding for interpreting and trandation services. And $237 000 has been dlocated in the 2003—
04 financid year.

The loca government language services program is designed to improve access to general government services as
well asinformation for those citizens and residents who have alow level of proficiency in English by assigting
councils in meeting the costs of purchasing language services. | should say that thisisin addition to arange of
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support which is provided across the government through a range of government departments, including
particularly the Department of Human Services, to improve access to specific services.

| am pleased to say that Victorian councils are well aware of the importance of providing services to al members of
their communities and ensuring that the services are available for people who need this particular form of assistance
to better accesslocal government services. The locd government language services program is certainly doing its
part. It is making its contribution to ensuring that local government services can be accessed on an equitable basis
around Victoria

Mr FORWOOD — Thismorning | attended a meeting at the Manningham City Council with local
members of Parliament, including Ms Lidia Argondizzo, Ms Heather McTaggart and Ms Carolyn Hirsh. Thisisa
regular meeting we have out there between the councils and local members of Parliament. | have with me a copy of
the council’ s agenda, and it covers issues such as the Bulleen drive-in site, the regional mulching facility, transport
issues and particularly roads, strategic planning issues, asset recording, relocation of traffic lights, cost shifting,
home and community care and the Local Authorities Superannuation Fund. Those are the sorts of issues that the
council puts on the agenda which we talk about with it. | guess none of those fal within your area of responsibility
asthe Minister for Local Government?

MsBROAD — | do not have a copy of that document.

Mr FORWOOD — Hereitis.

MsBROAD — | guess having it flung across the tableis not agreat way to operate.
Mr FORWOOD — | was not meaning to be rude, | wasjust trying to get it to you.

MsBROAD — We have had a series of questionsin Parliament about this exact issue. What | have
indicated first and foremost isthat as Minister for Local Government | do perform arole as an advocate for local
government and make a point of addressing issues across the government which are raised with me by councils and
shires. Asrecently asyesterday | attended ameeting in relation to the superannuation issue, which is certainly one
that has been raised with me and isa very serious issue for local government. It is one which | have been paying a
great deal of attention to and working on with the peak bodies in seeking to support councils and shiresin finding a
satisfactory resolution to how they will deal with that particular pressure. The same goes for roads.

Asrecently asyesterday | met with the Victoria Grants Commission to receive a briefing from it in agreeat level of
detail about the proposed recommendations which it is making to the commonwealth government in relation to its
recommended break-up of road funding acrossloca government, understanding that that is a critica issue for
councils and shires across the state.

Soin addition to the direct funding for which | am responsible there are a whole range of matters like the ones||
have just referred to where | do take avery close interest. Under the Local Government Act my responsibilitiesin
relation to the good governance of local government give me avery wide charter in terms of listening to and
representing local government on a very wide range of issues. Certainly the ones on thislist of the council are ones
that | am very familiar with.

Ms GREEN — In your presentation this morning you referred to asset management; a so on page 398 of
budget paper 3 shows one of the objectives of thelocal government and regiona services divison isthe
sustainability of infrastructure support. Can you tell the committee what initiatives you have taken to support
councils with asset management?

MsBROAD — There are number of important initiatives which are under way to assist and support
councils in the management of their infrastructure assets. The firgt of these is the asset management performance
mesasures project — that isabit of amouthful, I know — which will assist councils to develop a web-based
reporting tool and guidelines to measure their own performance in the management of infrastructure assets as well
asto assist them in demonstrating continuous improvement in their management of infrastructure assets to their
own communities.

The government has set aside, as | have mentioned, some $80 000 for bushfire recovery bridges assessment
funding which will be made available to affected councils. They are the Alpine, East Gippdand, Indigo and
Towong shires, and that will be for detailed structural assessment of bridges to determine their level of safety. |
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understand the engineering assessments involved are quite complex and expensive and that is the reason for that
particular funding.

In abroader sense the department has also committed funds — some $60 000 — to the Municipal Association of
Victoria (MAV) to support the completion of afeasibility study into the establishment of a central borrowing
authority for the local government sector. That proposal has the potential to deliver significant benefits to Victorian
councils and that is the reason the Victorian government has been very keen to support the completion of that
feasibility study. They are just some of the initiatives that councils and shires are being supported in this area.

Mr RICH-PHILLIPS — One of theissues that loca government isfacing or islikely to face thisyear is
the introduction of ano-lift policy with respect to occupational health and safety, flowing, as| understand it, from
work that Workcover is doing which will impact on things such as home and community care services, where
workers are required to lift patients-clients, and garbage collection where council workers are required to physically
lift materias for recycling et cetera. The MAV has estimated that the introduction of a no-lift policy acrosslocal
government would cost in the order of $100 million in terms of additional infrastructure and equipment that would
be required. | am wondering, given thisis proposed to take place from the middle of the year, what action the
government is taking to reduce the budgetary impacts that that policy would have on local government?

The CHAIR — Where did you refer to that in the budget papers?

Mr RICH-PHILLIPS — Just therole that the office hasin supporting local government; and the
$33 million through that output group, supporting local government. | am wondering, just within that, what the
minister is doing.

MsBROAD — In responding, clearly there are arange of ministeria responsibilitiesinvolved here, and in
particular the minister responsible for Worksafe. | am certainly aware that thisis an issue for councils, and thereis
another sdeto this.

We have heard a great deal about insurance mattersin recent days. Balancing risk management to try to deal with
insurance cogtsis a pressing matter for councils and shires, and occupational health and safety is part of that risk
management.

The draft waste collection industry guidelines have been subject to extensive public consultation with councils and
shires. The final guidelines, as has been indicated, come into operation on 1 July and are aimed at providing asafe
working environment through the adoption of best practice in waste management, aswell as home care, and that is
the basis on which they are proceeding.

Part of the consultation process was aforum, which the Municipal Association of Victoria and awhole range of
councils and shires participated in. The review conducted by that forum proposed that the sector implement the
mechanica methods as far as practical to ded with thisarea.

The detail of the guidelines s the direct responsibility of the Minister for Workcover. Thisissue has been discussed
with me by councils and shires, and there has been agreat dedl of consultation around how councils and shires are
going to deal with thisfrom 1 July going forward and a great ded of consideration of issues of practicdity in
relation to the particular circumstances faced by individual councils and shires.

Mr RICH-PHILLIPS — Giventhe MAV estimatesit will cost $100 million across loca government to
implement this, what will your office, as advocate for local government, do to assist it?

MsBROAD — As| haveindicated, there is a balancing factor here and thisisin the area of risk
management of insurance costs to loca government. There will be benefitsin terms of local government better
managing its exposure to insurance costs by better managing risksin relation to this particular area of occupational
health and safety. | am not in a position to do an estimate of how al of that balances out right now, but itis
important to indicate that there is another side to the equation here, which is equally important to the loca
government sector. Asthis has been under consideration for an extended period of time, councils are certainly
building thisinto their budget processes, their corporate plans going forward. It isacost that councils are well
aware of that they need to budget for.

Mr RICH-PHILLIPS — So you are expecting areduction in liability premiums to councils?

MsBROAD — | amindicating that thiswill certainly assist councilsin managing their risks and their
associated insurance costs.
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Mr MERLINO — Minister, in your presentation you mentioned the local government improvement
incentive program and national competition policy. | refer you to page 398 of budget paper 3 and the performance
mesasure compliance with national competition policy. What barriers exist within councils that are preventing a
high level of compliance with national competition policy, and what action is being taken within the portfolio to
encourage higher levels of compliance by councils with national competition policy in order to potentialy achieve
more cost-effective and efficient outcomes?

MsBROAD — As| indicated earlier, Victoriaisthe only state to share national competition policy
payments with local government — something which we are very proud of and are continuing with. A total of
$15.4 million in competition payments was paid to Victorian councilsin 2002-03, and that represents around 9 per
cent of the competition payments received by Victoria from the commonwedlth.

From this year payments will be distributed to councils under the local government improvement incentive
program, which is the name of the program that we give for the distribution of that share of the national
competition policy payments, and in order to receive payments under the program councils need to comply with a
number of requirements. They include ongoing compliance with national competition policy, progressin the
implementation of best-value principles and progressin the implementation of asset management plans. In each of
those areas councils are required to report on their compliance; thereis quite detailed reporting. | am pleased to say
that in the Best VVaue area reporting has been increasing over time.

A guaranteed sum of $150 000 is dlocated for councils that demonstrate compliance, plus a per capita amount for
each council is ddivered through this scheme. That per capita payment will be increasingly focused on ensuring
that councils are ddlivering strategies for building stronger and more active communities through their asset
management and best-value approaches, which isin line with the government’ s priorities demonstrated through the
cregtion of the new Department for Victorian Communities and the key role that we see local government playing
in delivering on those objectives which the new department has been created to deliver on. Those are the main
aress through which councils are required to demonstrate performance to receive payments through the program.

Mr FORWOOD — Minister, | know you touched on this briefly in Parliament yesterday, but | want to
dedl with the vexed issue of whether or not there is cost shifting between the three levels of government. You
would be aware that the federal government has had an inquiry through the Senate Standing Committee on Finance
and Public Administration and an inquiry into local government and cost shifting. | am aware that many councils
believe there is significant cost shifting between each of the sectors and, as the most local member, they are on the
receiving end of it, in particular in relation to the implementation of government policy without additional funds
where they have to pick up the compliance issues.

One example given to me was the tobacco legidation, which required local government inspectors to be the people
who policed it, but apparently no funding was made available for that activity. In relation to statutory planning,
because of the change to the planning scheme there is now a greatly increased workload on local planners, but there
has been no dimension of the increase in the amount of funds made available to them other than through their
normal rate notices. Do you accept that there is cost shifting going on?

MsBROAD — In reference to the commonwealth inquiry, it is an inquiry which is being closely
followed. What comes out of that inquiry will be of great interest to dl levels of government. My understanding is
that it is something of avexed areg, that there are very significant differences across the states — for example, the
inquiry has not recognised very significant differences like the fact that in Victoria councils have amagjor rolein
delivering home and community care services, which is not the case elsewhere. | understand that in Queendand
councils have amagjor role in running extensive water supply businesses — going back to amuch earlier period as
far aslocal government is concerned in this state where councils no longer run those sorts of businesses. The
consideration of these matters by the commonweslth inquiry is particularly vexed.

Asfar asthe Victorian government is concerned, we are not in the business of cost shifting from the Victorian
government to local government. As | have indicated in some of my earlier remarks, we are concerned about
enhancing the capacity of local government in awhole range of areas, including planning where the Minister for
Planning, with my full support, has recently provided a series of payments to councils which are particularly
affected by the Melbourne 2030 devel opments. At present we are considering support in relation to councils which
are outside of those boundaries but are also being impacted by growth, both around the metropolitan areaand in
other parts of the gate. Asfar asthe state government is concerned, we are certainly wanting to support and
enhance government in arange of areas. | also draw attention to increased payments through the state government
inareaslike HACC.
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The other thing | would say about the commonwedlth inquiry is there are some proposals which have been put
before it in relation to centralisation of commonwedth financial assistance grants— to alocate those on a nationa
bass. Thisisaproposa which | understand is before the inquiry. We have done some work on that. My
understanding is that if that were to happen Victoriawould be worse off as aresult of the fiscal equalisation
mesasures which are applied. Victoriawould be very much the loser in that modd if it was to be applied coming out
of commonwedlth inquiry. We are certainly following what is happening in that inquiry closely and taking a close
interest in it. However, | do not have detailed information at this stage about what it islikely to bring down inits
conclusions.

Mr FORWOOD — | do not either. Just from the state point of view, the request local government putsto
me sometimes isif the state government is going to bring in legidation that puts an additiona burden on local
government, could there be some sort of impact stlatement that indicates what that will be and loca government be
given the opportunity to contribute. They are saying to me that asignificant impost is just the compliance cost of
implementing new government legidation and no-oneis ng this a the moment.

MsBROAD — | am certainly aware that that formal mechanism has been proposed by arange of councils
and the Municipal Association of Victoria. In introducing new legidation, and for that matter amending existing
legidation, implementing government policy impacts on loca councils are certainly matters which all ministers,
particularly mysdlf as Minister for Local Government, have regard to and are very careful to take into account.
Putting to one side the dialogue about what sort of formal mechanism could be implemented, how practical that
would be and how that might be administered, the state government is certainly committed to ensuring that we do
take into account impacts on local government in line with our commitment to treating local government asan
equal partner in government, and wishing to ensure that when the state government is pursuing state government
policies where it wants loca government to play a significant role that it is doing that in afair and reasonable way.

The CHAIR — This committee has historically been very interested in annua reports and every loca
government puts out an annual report. | am aso conscious that on page 391 of budget paper 3 referenceis made to
anumber of reports that are published annudly. | would like you to outline to the committee what the 2002 Local
Government in Victoria report highlighted and to what extent the latest report on loca government in Victoria has
influenced strategic directions. | think we are al very conscious of the fact that many trees are cut down to prepare
annual reports, but from this committee’ s point of view we are concerned about how strategic directions and
budgeting are impacted on by those reports.

MsBROAD — | am sure this committee is doing its bit in terms of the production of paperwork.
Mr FORWOOD — Actudly we are not — we are gppalling at producing paper.

MsBROAD — | am &fraid | have to confessthat | have certainly produced a bit of paper in preparing for
this. In addition to the annua reports that councils and shires produce themselves and those which the department
produces, the Local Government in Victoria report takes arange of information across the whole of the local
government sector and puts it together. The most recent report is the Local Government in Victoria 2002 report.
Among other things that report shows, importantly, that the local government sector continues to have ahigh
satisfaction rating among constituents, despite what you might hear to the contrary from timeto time. That iswhy |
think it isimportant to measure these things in these reports — so we can have regard for the facts and for
scientifically gathered information. The satisfaction ratings demonstrate that councils have increased them by 6 per
cent between 1999 and 2002, with 78 per cent of respondents now rating their council’s overall performance as
adequate, good or excellent.

We can aso see from thelocal government report the increase in rates and operating expenditure, another area
whichisclosaly scrutinised. It has increased by around 7.5 per cent. When you compare the satisfaction ratings
with what is happening with rates and operational expenditure, it indicates that communities have afairly
sophisticated understanding of local government. That is because thereis no clear relationship between community
satisfaction with a council’ s overal performance and rate increases. There are some pretty well publicised
examples of that. | think Wodongais the one that is most often quoted where high community satisfaction equates
with some higher than average rate increases and where that council has done a particularly comprehensive job of
explaining to the community what it is doing with its rates and charges revenues and what it is doing in the area of
operating expenditure.

A key dement in the mgjor increase in both capita and operating expenditure is the federa government’s Road to
Recovery program. Aswe know, at this point in time there is no ongoing commitment by the federal government to
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continue that funding which is due to finish in 2004, and given the very substantial responsibilities for local
government funding which flows through from the federal government to local government for local roads, that is
of significant concern to councils and they are looking for that to be resolved by the federal government as soon as

possible.

Mr FORWOOD — Thisisthelast chance we will get to ask you this question because we are about to
move to your other portfolio. Thisisasort of unrelated supplementary question.

The CHAIR — | will just seeif | will rulethisin or out.

Mr FORWOOD — | wondered if you would care to share with the committee your views about the City
of Hume's decision to ban ham sandwiches?

The CHAIR — On that note, | think we will head off to coffee.

MsBROAD — | was a Hume council on Monday night. | attended a very pleasurable dinner with
councillors and council officers and then participated in a presentation which they made to me, and there was no
mention of the matter to which you have just referred.

Witnesses withdrew.
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