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Introduction
The Victorian Farmers Federation welcomes the opportunity to provide a submission to the
Inquiry into the sustainability and operational challenges of Victoria’s rural and regional
councils.
Further, we would welcome the opportunity to present the views of the Federation at any
public inquiry to be held by the Environment, Natural Resources and Regional Development
Committee.
The review is timely and most welcome.
In 2014, following ongoing concern from members about the inequity and fairness of local
government rating in regional areas, the Victorian Farmers Federation compiled a petition of
over 3300 signatures to the Victorian Legislative Assembly (tabled by then Member for
Rodney, Paul Weller on 16th September 2014). The petition called on the Legislative
Assembly to conduct an inquiry into the fairness and equity of the local government rating
system in rural and regional areas to find a more equitable way to apply rates to farmland.
The long term sustainability of many rural and regional councils, is at risk where councils are
highly reliant on the generation of rates from farm land, have lost the security of ongoing
funding from State and Federal Government programs (such as Financial Assistance Grants
or the Country Roads and Bridges funding) and have limited capacity to generate revenue
from some of the fees and charges levied by metropolitan councils, such as parking fines.
It has been a long held belief and concern of the VFF, that the local government rates
derived from farm land ratepayers are inequitable. As farm businesses have become
increasingly aggregated the rating burden faced by individual farmers has been
compounded. By using data on farm business numbers from the Australian Bureau of
Statistics and information in local council budgets the VFF was able to determine the
average rates paid by farm businesses in most councils. We have then compared this to the
rates paid by other commercial ratepayers.
Extensive analysis completed by the VFF on the 2014/2015 financial year showed that on
average in councils who apply both a farm and commercial differential rate, farm businesses
are paying 2.5 times as much in rates as other commercial businesses. This equates to an
average of $4,008 more for farming businesses, simply due to the model of striking rates
based on land valuations. In no way does this model and discrepancy in rate payments
capture the profitability of the farm or commercial business.
The municipal rating system does not accurately capture a rate payer’s capacity to pay, nor
their benefit received. In farming systems, the three factors of production are land, labour
and capital. The benefit derived from each of these factors can be further compounded by
changes to seasonal conditions, none of which are captured in
The rating strategy for rural and regional councils must be re-thought. The currently favoured
model of capital improved value (CIV) and the use of land valuations for striking rates
assessment notices, places undue financial stress on farming businesses. The value
attributed to farm land does not reflect the farm businesses revenue generation nor capacity
to pay.

The rates cap implemented by the State government from the 2016-2017 year, has not
proven to provide any great relief to rural and regional ratepayers, while the current rating
system is in place. The VFF do not believe that municipal rates should be payable on farm
land. However, in a transition to this ultimate goal the VFF strongly recommend changes to
the Local government Act to place a mandatory municipal charge on local governments and
encourage more active use of the farm differential.

Recommendations
Recommendation 1
Land used for farm production should not be rateable
Recommendation 2
Use of a municipal charge should be a requirement for all rural and regional
councils, with a minimum of 20% of council revenue to be recovered through
the municipal charge
Recommendation 3
Local governments must implement farm rate differentials for farm land
Recommendation 4
The rate cap needs to be amended to be applied to the category level (general,
farm, industrial etc), rather than to the total revenue pool of the council
Recommendation 5
Continued support for local road management and maintenance is vital to
supporting rural and regional councils meet their management requirements
Recommendation 6
Ongoing State government funding for local governments is necessary, to
assist them in delivering on their weed and pest animal control responsibilities
– particularly along roadsides

Responding to the terms of reference
The VFF is pleased to provide comment on each of the Terms of Reference for the review.
The focus of the VFF is on the measures within the review which focus on the financial basis
of the council and the rating burden on ratepayers. To emphasise the concerns of the VFF
around inequitable and disproportionate burden of local government rates on farm
ratepayers, terms of reference B and C will be the first to be addressed in this response.
In addition to these comments, a report completed by the VFF in early 2015 is attached to
this submission as an appendix. Inequities in Rural Rating, a comparison of the rates on
businesses in rural and regional Victoria, was published by the VFF in March 2015 at the
completion of extensive analysis of the 2014-2015 financial year local government budgets.
This information was cross referenced with Australian Bureau of Statistics data on farm
business numbers. The resulting report provides a picture of the discrepancy between the
number of farm businesses in local government regions against the likely number of rate
assessment notices they receive and are required to pay.

Fairness, equity and adequacy of rating systems
Recommendation 1
Land used for farm production should not be rateable
Recommendation 2
Use of a municipal charge should be a requirement for all rural and regional councils, with a
minimum of 20% of council revenue to be recovered through the municipal charge
Recommendation 3
Local governments must implement farm rate differentials for farm land

The Victorian Farmers Federation has a clear policy position on municipal rating in Victoria,
with a series of key directions and alterations which should be made through the Local
Government Act. This policy is included below in the break out box below.
Victorian Farmers Federation policy on the municipal rating system
The current model for collecting property taxes to fund local government is flawed. There
should not be municipal rates on farm land.
Rates should be assessed on House and curtilage evenly across a Local Government Area.
Below are a list of changes to the Local Government Act which should occur to provide
equality for rate payers in Victoria.
Farm Differential – The Local government Act should require that no municipal rates are to
be collected on Farm land. The house and curtilage for farmers should be charged a
municipal rate similar to that of all other homes in the local government area.
As a transition to this goal, the amended Act should stipulate a five year progressive
transition, starting in the next financial year. Annually the maximum rate on the dollar for
farmland should be reduced by 10% to be a minimum 50% differential at the end of the five
years.
Municipal Charge – A flat charge issued on all properties should be used by all councils.
NSW, South Australia and Tasmania have a maximum of 50%, with no maximum in W.A.
and QLD. In Victoria, there should be a minimum requirement of a 20% municipal charge
with no maximum.
Definition of fair and equitable rating – The local government act should include a
definition of fair and equitable that reflects the capacity to pay for landholders.
Cap on the maximum rating increase per year – NSW has a maximum amount that a
rating value can increase in one year and this should be applied in Victoria as well. The
maximum increase annually should be based on total rating value and at the rating category
level.

Municipal rates are a tax. By principle, taxation should be fair and equitable. Unfortunately
the current municipal rating system is anything but fair and equitable for farm ratepayers.
The municipal rating system does not accurately capture a rate payer’s capacity to pay, nor
their benefit received. In farming systems, the three factors of production are land, labour
and capital.
For a farmer, land is the major income producing asset. In the non-farm sector however,
land is simply the location of income-producing assets in any given enterprise. The
municipal funding system is inequitable in its different treatment of income-producing assets
in the farm and non-farm sectors. In the non-farm sector, income producing assets are not
subject to an annual ad valorem tax, whereas in the farm sector, the primary income
producing asset (i.e. land) is subject to such a tax. This imposes a distortive burden on
agriculture. It is the VFF’s view that rates on farm land should be abolished, as has been the
case in the United Kingdom, because farm land is a means of production and its value bears
little relationship to the farmers’ wealth or his capacity to pay.
This distortive burden on agriculture is further compounded by the degree of variation in
municipal rates from shire to shire and the clear discrepancies that fundamentally exist
between the abilities for metropolitan councils to generate rate income, against the capacity
of rural and regional councils.
A comparison of three rural and regional local government budget figures for the 2016-2017
year, are compared with two Melbourne metropolitan councils at table 1. It is clear, that
ratepayers are “rated harder” in rural and regional councils than in Melbourne metropolitan
councils.
In the City of Whitehorse in metropolitan Melbourne, ratepayers pay an average $1.68 for
every $1000 their property is worth (based on Capital Improved Value).
By comparison, rural and regional ratepayers are at a significant disadvantage. For the same
$1000 worth of property value they own, ratepayers in Hindmarsh, Benalla and Horsham are
paying $5.22, $4.82 and $4.69 respectively. The proportional cost of rates is almost three
times greater for rural and regional ratepayers, than metropolitan ratepayers. This clearly
demonstrates the pressure that rural and regional councils find themselves under in
delivering outcomes for the community.
Changes occurring in regional ratepayer distribution
Agricultural land use and patterns are changing, as are general population demographics
within rural and regional areas.
To remain profitable and continue to prosper, it is necessary for many farmers to increase
their operations. For those enterprises which are not deemed “intensive” such as pig or
poultry production, there is a requirement for the footprint of the business to physically
expand. This is particularly the case in grain growing regions where expansion is necessary
to achieve economies of scale.

Calculation of rates for farm land needs to change
The VFF believe that the current model for collecting property taxes to fund local
government is flawed. An inequitable burden is placed on farm business owners under the
current model, which does not adequately consider the capacity of farmers to pay for their
rates and greatly contributes to the ongoing concerns about the sustainability in the funding
models for local government.
The VFF submit that municipal rates should not be paid on farm land. Rather, to ensure that
there is equity across all ratepayers in a municipality and indeed across the state, rates
should be assessed on house and curtilage only, evenly across a local government region.
The VFF appreciate that there would be a requirement for a transition to be enacted to move
towards this goal. Our comments on the farm land differential and the municipal charge (as
follows) should stand be viewed as this transition.

The Farm land differential
The VFF are strongly supportive of the use of the farm land differential.
Differential rates were introduced as a tool for councils to address equity issues arising from
the land valuation method of determining rates. The VFF firmly believes a differential rate
should be applied to all Victorian farm land. In addition differential rates should be
determined utilising farm business numbers with consideration given to the economic output
of the agricultural industry in the local government area.
In regards to the availability and application of differential rates to farm land, the VFF
recommends the following amendments to the Local Government Act:





The Local Government Act should be amended to require the application of
differential rates to farm land.
In decision making around the setting of a differential farm rate, Local Government
should be required to collection information on the number of farm businesses and
consider this information in the imposition of differential rates.
That the Act is amended to require councils to disclose the rates paid per business in
addition to per assessment

Differential rates were introduced to address equity issues arising from levying municipal
rates on the basis of capital improved value. As the structure of payments around municipal
rates currently stands, the farm differential is essential to creating some equity between
ratepayers. Unfortunately, as the VFF have demonstrated in our report Inequities in Rural
Rating (found at Appendix 1), farm differentials are not being sufficiently used by local
government to create equity around ratepayers.
This report demonstrates that the Local Government Act and the Ministerial Guidelines for
Differential Rating are failing to ensure the equitable imposition of rates.

The municipal charge
The municipal charge should continue to be a flat rate, levied on all ratepayers in the local
government region. The municipal charge should be a feature of all local government rating
structures.
The municipal charge provides local governments a clear opportunity to levy a fair and
consistent charge across their constituents. However, the current provisions provided to
Victorian local governments through the Act are restrictive.
The VFF believes that there is a requirement for the balance between the general rate and
municipal charge to change. As such, we argue that the restriction placed on local
governments that limits the percentage of their total revenue from municipal rates to 20%
should be removed. Instead a minimum loading into municipal rates should be promoted.
The VFF argue that local government should be permitted and encouraged to apply a
minimum of their rate income 20% onto the municipal charge, with no maximum.
Many of the services provided by council have transitioned away from being property based
services, and are now more broadly “people based”. Given this shift, it is appropriate that the
rate and weighting of the municipal charge be increased to generate equity across
ratepayers and rate paying categories. In looking at rural and regional councils, farmers are
generally paying the highest burden of rates within a council region. With a higher municipal
charge in place generating revenue, the income generated from the rate in the dollar
(general rates) can be decreased, providing ratepayers will relief on this payment.
The Local Government Act review currently out for consultation, suggests that there are
equity concerns around the use of the municipal charge, with the comment being made that
“the municipal charge need to be limited to a maximum of 10% of the overall rate take as it is
a flat charge which falls disproportionately on low valued properties”1.
The VFF disagree with this assertion, especially under a rating system which is required to
comply with a legislated rates cap. Under the current rate capping model, the overall income
of the council is constrained by the nominated rate cap for that year. Councils now have
clear parameters around the overall income they are able to generate from ratepayers in any
one year and can make decisions around the rates they are electing to charge via CIV,
against the municipal charge according to the cap.
A municipal rates exemption applies to those in the community holding a Pensioner
Concession Card or a Veterans’ Affairs Gold Card, who receive a 50% discount on their
annual rates, with a rebate up to the value of $213. There could be the potential for a similar
rebate to be extended to members of the community under financial hardship.

1

Act for the Future – Directions for a new Local Government Act, page 99

Impact of rate capping policies
Recommendation 4
The rate cap needs to be amended to be applied to the category level (general, farm,
industrial etc), rather than to the total revenue pool of the council

Fair Go Rates Cap
The VFF are supportive of a local government rating cap, as a measure to curb ongoing
hikes in local government taxation. The implementation of the cap though this year’s local
government budget cycle has required improved transparency and consideration of costs
that a council chooses to factor into a budget. Having this year on year scrutiny is a positive
to the process.
However, we do not believe that the process undertaken to cap rates at the total revenue
level provides neither true clarity nor equity in the distribution of local government rates.
The VFF has long advocated the view that the use of the property based rating system is
broken. The VFF see the Fair Go Rates cap as just one tool which is available to keep
councils accountable to their ratepayers while attempting to curb substantial rating increases
in council rates.
We were not expecting Fair Go Rates to be a silver bullet for all farm ratepayers; but we did
expect that there would be a level of equity in the ‘fairness’ provided to all ratepayers within
a Shire. Despite the introduction of the cap, it seems that no attempt towards a “fair go” rate
will fix the disproportionate burden of the rating system which falls on farmers shoulders.
On the application of a rates cap, the VFF believe that:
To ensure that there is equity amongst ratepayers, this cap should be separately
applied to each individual rating category – general, residential, farm, commercial.
The VFF believe that a commitment to cap local government rates should be
contained to the consumer price index.
The Essential Services Commission determining whether rate increases are fair.
The VFF sees a CPI rating category cap as a method to prevent cost shifting between
rate categories and onto farmers
VFF Draft local government budget analysis
The VFF has conducted analysis into the draft local government budgets released by
Victorian rural and regional councils. The VFF is currently updating this information to the
final budget figures which have been approved by council – but this has not been completed
in time for the lodgement of this submission. The VFF would be pleased to provide this to the
committee for consideration when compiled.

Most rural and regional local governments are complying with the 2.5% cap, as determined
by the Fair Go Rates total revenue methodology. When broken down into category levels,
the result is considerably different.
VFF analysis has found that the average farm rate bill may increase by 4-7%. The complete
listing of analysis of the rate cap, when applied to the category level is contained in appendix
one and two. As a comparison, the same calculations have been applied to residential
ratepayers, using data from the residential category only.
To illustrate the impact, figures for Campaspe Shire Council, Hindmarsh Shire Council, and
Yarriambiack Shire are listed below. The “average farm ratepayer” is calculated by dividing
revenue from the farm category by the number of assessments. Comparing the 2015-2016
average farm ratepayer to the 2016-2017 farm ratepayer provides a clear illustration of the
rating burden to the category- irrespective of overall compliance with the cap.

Campaspe Shire Council

Year

Revenue
farm/rural
(Rates)

2015-2016

$6,549,110

3704

$1,968.12

2016-2017

$7,024,249

3702

$2,097.42

2 less
assessments

Increase to the average
farm ratepayer this year:
6.57%

Difference

from
the
Rural Assessment Rates notice for
category
numbers
average ratepayer

the

Hindmarsh Shire Council

Year

Revenue
farm/rural
(Rates)

2015-2016

$4,317,962

2020

$2,323.60

2016-2017

$4,516,027

2052

$2,390.79

32 more
assessments

Increase to the average
farm ratepayer this year:
2.89%

Difference

from
the
Rural Assessment Rates notice for
category
numbers
average ratepayer

the

Horsham Rural City Council
Year

Revenue from the
farm/rural category
(Rates)

Rural Assessment
numbers

Rates notice for the
average ratepayer

2015-2016

$5,005,527

2231

$2,243.62

2016-2017

$5,324,574

2156

$2,469.65

75 less
assessments

Increase to the average
farm ratepayer this year:
10.07%

Difference

Yarriambiack Shire Council

Year

Revenue
farm/rural
(Rates)

2015-2016

$7,382,249

3043

$2,494.68

2016-2017

$7,570,066

3056

$2,547.54

13 more
assessments

Increase to the average
farm ratepayer this year:
2.12%

Difference

from
the
Rural Assessment Rates notice for
category
numbers
average ratepayer

the

It is simply inequitable that these rate increases should be sustained by primary producers.
Our approach towards a cap being applied at the rating category level would prevent
distribution of the rating burden between categories, as we have seen in this year in a
number of councils. While Councils may support the increases by stating that this is a
function of land valuation changes, the VFF are unable to support this viewpoint.
The valuation applied to farm land does not reflect the capacity to pay of a ratepayer. Nor do
increases in the value of land from one valuation year to the next necessarily reflect changes
to the value of agricultural produce which can be derived from the land in question. The Fair
Go Rates methodology needs to be revised, to apply the cap at category level to improve
equity and promote true fairness in local government rating.

Local government funding and budgetary pressures
For many years, the Victorian Farmers Federation has been concerned about the burden of
local government rates on farmers. We are seeing- and have demonstrated through budget
analysis- that there is an increasing rating burden being shifted to farm ratepayers. This
reality is being exacerbated further where the rating base is decreasing.
Management of local government responsibilities
The roles and responsibilities of local government are in excess to the high level priorities
and responsibilities which are granted under the Local Government Act 1989. Indeed, there
are 123 Victorian Acts of Parliament which assign responsibilities to local governments.
The VFF are supportive of many of these responsibilities sitting with local governments,
however it is of considerable concern to see funding initially provided to councils to
undertake these responsibilities drop off from the state governments budget cycle with time.
Assisting to reduce budgetary pressures
The VFF are supportive of measures which provide efficiencies in management of local
government operations, be they singular internal efficiencies or efficiencies gained through
collaboration with other governments (such as collaboration on back office administration,
libraries, accounting systems)

Capacity of rural and regional councils to meet
responsibilities for flood planning and preparation, and
maintenance of flood mitigation infrastructure
Local councils need to be supported by the State government in the discharge of their duties
around flood management and mitigation infrastructure. The VFF has welcomed the model
for three way contribution to the construction on significant upgrade of flood mitigation
infrastructure between state, commonwealth and local governments.
The VFF are not best placed to comment on the capacity of individual councils to carry out
flood planning; however there is a role for their collaboration with local governments,
catchment management authorities in understanding potential flooding risks. This is vital
from a land use planning and building permit perspective. Councils need to be armed with an
understanding of floodplain patterns and areas subject to inundation to be in a position to
provide appropriate advice and make responsible decisions on land use and building permits
to safeguard the community.

Maintenance of local road and bridge networks
Recommendation 5
Continued support for local road management and maintenance is vital to supporting
rural and regional councils meet their management requirements
Both State and Federal government grant programs have been vital to assisting in the
upgrade of roads in local government areas. The sheer landscape footprint of rural and
regional councils and the reduced number of ratepayers renders them at a disadvantage to
their metropolitan colleagues, when it comes to ongoing management and upkeep of roads.
In rural and regional areas, there are numerous kilometres of roads, which while not all
requiring formal sealing and asphalting, but do require ongoing management to maintain the
edges of roads, potholes, gravelling and grading. The costs involved in the management of
these roads are well in excess of what could be reasonably be funded from local government
rates collected from landholders.
In 2016-2017, Victoria will receive $145,020,454 of Financial Assistance Grants from the
Commonwealth Government for the management of local roads3. In addition, $428,739,6654
has been provided by the Commonwealth government between 2014-2015 and 2018-2019
as part of the roads to recovery program to rural and regional councils. However, funding
provided by the Victorian Country Roads and Bridges program has been curtailed.
These funding models must be maintained and maximised. Rural and regional councils have
extensive road networks. It is unfair to simply shift the burden of local roads back on
ratepayers, when transport movements from outside the municipality will be using these
roads as well. Ongoing State and Federal government assistance is vital.
Local governments require not only support for the upgrade of roads, but they also require
ongoing assistance for the management and maintenance of roads within their jurisdiction.
With improved long term maintenance, the requirement for large capital upgrades can in
some instances be negated. VFF members have recommended a firmer process around the
allocation of government funds year on year for local government regions, rather than
reliance on a political process or subject to annual budget contributions by the State
government.
This year, there have been a number of examples provided to the VFF of landowners
notified by their local council that their main access road to their property was to be
downgraded. For farm ratepayers, many who pay in excess of $10,000 annually to their
council this type of approach can be a blow to confidence in the council’s management of
their region and leads to questions around the relative importance of their contribution to
council.
3

Department of Infrastructure and Regional Development, 2016, Financial Assistance Grant to individual local
governing bodies- Victoria accessed online http://regional.gov.au/local/assistance/fags-state-summariesvic.aspx, 8/9/2016
4
Department of Infrastructure and Regional Development, 2016, Roads to Recovery Allocations accessed
online
http://investment.infrastructure.gov.au/publications/administration/pdf/R2R Allocations May 2016.pdf

Weed and pest animal control
Recommendation 6
Ongoing State government funding for local governments is necessary, to assist
them in delivering on their weed and pest animal control responsibilities – particularly
along roadsides
Local governments in collaboration with the neighbouring landholder are best placed to
make management decisions and put into action plans around native vegetation
management. With local government taking the lead, this model must be supported by
funding from the State government where appropriate.
Private landholders have responsibilities for the management of pests and weeds on their
properties. This responsibility similarly extends to government for the management of pests
and weeds on Crown land or other reserves within their remit of management. Land
specifically owned and management by local government, such as parks of reserves, should
be treated in a similar manner under the remit of local government.
The VFF were heavily involved in the review undertaken between 2010 and 2012 into the
responsibilities for the management of weeds and pests on local government roadsides. The
VFF were pleased with the outcome which placed roadside weed and pest management
control within the jurisdiction of local government. However, in supporting this position, the
VFF called for adequate financial resources to be provided in an ongoing manner to local
governments to carry out this function.
A budget allocation on $7.9 million was made in the 2012-2013 budget, to support local
government in carrying out these allocated tasks. Funding was provided for three years
between 2012 and 2015 under a Department of Environment and Primary Industries
program “Roadside Weeds and Pest Management Program”, which was then further
supplemented in the 2015-2017 budget period with a $5.2 million local government roadside
weeds and pests program.

APPENDIX 1
“INEQUITIES IN RURAL RATING: A COMPARISION OF THE RATES ON
BUSINESSES IN RURAL AND REGIONAL VICTORIA”

Inequities in Rural Rating
A Comparison of the Rates on Businesses in Rural
and Regional Victoria

MARCH 2015

Foreword
The Victorian Farmers Federation is Australia’s largest state farmer organisation, and the
only recognised, consistent voice on issues affecting rural Victoria.
The VFF consists of an elected Board of Directors, a member representative Policy Council to
set policy and eight commodity groups representing dairy, grains, livestock, horticulture,
chicken meat, pigs, flowers and egg industries.
Farmers are elected by their peers to direct each of the commodity groups and are
supported by Melbourne-based staff.
Each VFF member is represented locally by one of the 230 VFF branches across the state
and through their commodity representatives at local, district, state and national levels. The
VFF also represents farmers’ views at many industry and government forums.

Peter Tuohey
President
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Executive Summary
As farm businesses have become increasingly aggregated the rating burden faced by
individual farmers has been compounded. By using data on farm business numbers from the
Australian Bureau of Statistics and information in local council budgets the VFF was able to
determine the average rates paid by farm businesses in most councils. We have then
compared this to the rates paid by other commercial ratepayers.
In the 2014/2015 financial year farms will, on average throughout councils applying both a
farm and commercial differential rate, pay 2.5 times as much in rates as other commercial
businesses. This equates to an average of $4,008 more.
In April 2013 the Ministerial Guidelines for Differential Rating were released with the aim of
promoting good practice and greater consistency in the application of differential rating in
Victoria. This report provides evidence many councils are still failing to “ensure the equitable
imposition of rates and charges” as directed by section 3C(2)(f) of the Local Government
Act.
Differential rates were introduced as a tool for councils to address equity issues arising from
the land valuation method of determining rates. The data compiled in this report suggests
that many councils continue to apply inequitable differential rates. This results in an
unbalanced rate distribution. Victorian farmers are paying a disproportionate amount of
rates in comparison to both the number of agricultural businesses and the economic output
of the agricultural industry.
Differential rates were introduced to address equity issues arising from levying municipal
rates on the basis of capital improved value. This report demonstrates that the Local
Government Act and the Ministerial Guidelines for Differential Rating are failing to ensure
the equitable imposition of rates. These instruments need to be reconsidered by the State
Government to ensure the effective usage of differential rating on farm land in Victoria. In
fact some farm land in Victoria is still classed under a general rate, rated the same as all
commercial and residential land.
The VFF firmly believes a differential rate should be applied to all Victorian farm land. In
addition differential rates should be determined utilising farm business numbers with
consideration given to the economic output of the agricultural industry in the local
government area. The following recommendations are intended to ensure the equitable
imposition of rates as prescribed by the Local Government Act.

Recommendations
1. The Local Government Act be amended to require the application of differential
rates on farming land.
2. Local Government be required to collect information on the number of farm
businesses and consider this information in the imposition of differential rates.
3. The Local Government Act be amended to require councils to disclose the rates
payed per business in addition to per assessment.
4. The Legislative Assembly of Victoria conduct an Inquiry into the fairness and equity
of the local government rating system in rural and regional areas to find a more
equitable way to apply rates to farmland.

Introduction
The Victorian Farmers Federation has long advocated for change to the municipal rating
system. The foundation of the rating system in Victoria is the principal that property value is
a good measure of capacity to pay. There are fundamental problems with this principle
when applied to farm land, including:


Farming generally utilises a large amount of ‘unimproved’ land, and as a result
municipal rates are a tax on a means of production.
 The value of farm land does not necessarily reflect the income potential of the land
- agricultural land is not always valued on the basis of productivity. For example
peri-urban land may be valued according to future development potential, while
coastal land may be valued for aesthetic reasons rather than productive.
As farm businesses have become increasingly aggregated the rating burden faced by
individual farm businesses has been compounded. Council budgets do not generally reflect
the true cost of rates imposed on farm businesses. Councils only report on the average farm
assessment, but most farm businesses receive more than one rates assessment.
This report delivers analysis of the rate burden faced by farm businesses, and compares this
to the commercial rate levied on other businesses in regional and rural Victoria. The data
has been compiled through the analysis of Australian Bureau of Statistics data on
agricultural businesses5, REMPLAN data, and 2014/2015 council budget publications.
Where councils do not levy different rates on commercial land and farm land it is not
possible to compare the two ratepayer categories. As a result there are some gaps in the
analysis.

5

Australian Bureau of Statistics - Agricultural Commodities, Australia, 2010-11.

The Current Rating System
The current rating system employed by local governments in Victoria is resulting in an
inequitable distribution of rates. The system, based on land valuations, unfairly places a
burden on farming businesses. This system presumes that the higher the land valuation the
greater capacity the owner has to pay. VFF analysis shows Victoria’s farmers pay over 44
per cent of the business rates in regional Victoria, but the value of farm gate production is
only around 5 per cent of regional economic output.
The Local Government Act provides differential rates as a tool local government can utilise
to re-balance the rating system. This report demonstrates that local councils are failing to
properly utilise differential rates to re-balance the rating system, leaving farming businesses
to shoulder an inequitable portion of the rural rate burden.

Farm Assessments vs Farm Businesses
VFF analysis has confirmed that farms often pay more in rates than other commercial
businesses. One contributing factor to this is the discrepancy between the number of
agricultural businesses and the number of farm assessments per local government area. In
recent history Victorian farms have been growing in size, often taking up multiple titles and
receiving multiple rate assessment notices (see Table 1). Therefore local government data
regarding the average cost of a farm assessment misrepresents the reality of the situation.
That is; agricultural businesses pay more than their fair share.
The fact that farmers receive multiple rate notices is already recognised by Victorian councils
offering the Single Farm Enterprise Exemption. Despite this awareness councils have
invariably failed to use this knowledge to apply equitable differential rates. Further, the
Municipal Association of Victoria (MAV) this year acknowledged in its 2014 rates package
that a single farm enterprise including several assessments could “skew the data” used in
their publication.

Reforms
The Ministerial Guidelines recognise that differential rates are a tool for councils to use to
address equity issues resulting from the property valuation method. Government recognises
the fact that the land valuation method unfairly prejudices farmers. Some councils have
effectively utilised differential rates, fairly distributing the rate burden. Many councils,
particularly those with a high number of farmers, do not use differential rates to an effective
end. Differential rates are not a tool to reduce inequity they are a tool to address inequity.
The VFF is aware of the financial stress many rural and regional local governments are
currently experiencing. The proposed reforms will in no way increase this financial stress.
The aim of these reforms is to encourage councils to effectively utilise differential rates to
re-balance the rate burden. In order to do this local government needs to consider more
information in determining differential rates.
Agricultural business numbers should be collected and utilised by council. Many councils
already have a mechanism to gather this information through the operation of the Single
Farm Enterprise Exemption. In addition councils should consider the economic output of
farming and commercial industries. Differential rates were introduced to address the
discrepancy between land valuations and actual output, therefore it would be logical to use
both figures to determine the differential.

Recommendations
1. The Local Government Act be amended to require the application of differential
rates on farming land.
2. Local Government be required to collect information on the number of farm
businesses and consider this information in the imposition of differential rates.

3. The Local Government Act be amended to require council to disclose the rates payed
per business in addition to per assessment.
4. The Legislative Assembly of Victoria conduct an Inquiry into the fairness and equity
of the local government rating system in rural and regional areas to find a more
equitable way to apply rates to farmland.

Appendix1: Map of Average Commercial Assessment vs Farm Business Rates in Victoria

