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Grampians

SHIRE®*COUNCIL

Minutes

Audit and Risk Committee Meeting held at 9.00 AM on Wednesday 21 July 2021, online via Microsoft Teams.

1 Present
Present

Mr Peter Knights (Chair)
Mr Tony Roberts

Ms Lynn Jensz

Cr Murray Emerson

Cr Kevin Erwin

Ms Liana Thompson, Chief Executive Officer (joined the meeting at 9.34am)
Mr Vaughan Williams, Director Corporate Services

Mr Trenton Fithall, Director Infrastructure (item 5)

Mr Malcolm Lewis, Acting Manager Financial Services

Ms Rohma Rauf, Coordinator Financial Sustainability

Ms Julie Baxendale, Coordinator Property & Revenue (item 9.1)

Mr Phil Delahunty, RSD Auditor (item 7.1)

Ms Blessing Mendoza, RSD Auditor (item 7.1)
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20210721 Audit and Risk Committee Meeting

2 Apologies
Nil

3 Disclosures of a Conflict of Interest at a Council Auspiced Meeting
Nil

4 Confirmation of Minutes from the Previous Meeting
Confirmation of draft minutes from the Northern Grampians Shire Council Audit and Risk Committee meeting held, Wednesday, 3 March 2021.

Moved: Cr Kevin Erwin
Seconded Mr Tony Robert
Carried

5 Matters Arising from the Minutes
Mr Trenton Fithall will present the VAGO Local Road Maintenance Efficiency Audit.
Item Deferred - Final VAGO Local Road Maintenance Efficiency Audit.

Outcome
Mr Trenton Fithall presented the finding of the VAGO audit and the benchmarking results that compared council’s road maintenance performance to the
performance of other municipalities:

¢ Northern Grampians compares favorably when compared to the performance of other councils.

e The report recommended that each council establish robust performance measures that are to be reviewed annually.

e The report recommended that planned inspections be completed within agreed timeframes.

e The audit results indicated a high degree of data accuracy.

e Northern Grampians allocation to roads is in the order of $6 million per annum compared to the VAGO required estimate of $15 million per annum.
Resolution:

That the Local Road Maintenance Efficiency Audit report be received.

Moved: Cr Kevin Erwin
Seconded: Cr Murray Emerson
Carried

Attachments
1. 20210317 Local Roads Report [5.1.1 - 89 pages]
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Dear Presiding Officers
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traditional custodians of the land throughout Victoria. We pay our respect to all Aboriginal
communities, their continuing culture and to Elders past, present and emerging.

Maintaining Local Roads | Victorian Auditor-General’s Report



Contents

Audit snapshot

1. Audit context

1.1 Why this audit is important
1.2 Victoria's road network

1.3 Types of road maintenance

14 Local roads data

1.5 Local roads funding and expenditure

1.6 Relevant legislation and best practice guides
1.7 Previous VAGO audits on road maintenance

2. Planning road maintenance

10
10
12
13
15
18
19

21

2.1 Understanding the local road network

2.2 Understanding community needs

2.3 Understanding costs

22
27
29

31

3.  Delivery of road maintenance

3.1 Achieving value for money

3.2 Compliance with RMPs

3.3 Measuring RMP performance

APPENDIX A Submissions and comments

APPENDIX B Acronyms, abbreviations and glossary

APPENDIX C Scope of this audit

APPENDIX D Questionnaire methodology

APPENDIX E Seal types by council

Maintaining Local Roads | Victorian Auditor-General's Report

32
43
46

49

75

76

77

79



Audit snapshot

Are councils achieving value for money in maintaining their local roads?

Why this audit is important

Road maintenance ensures roads
are safe and functional. In Victoria,
councils manage local roads, which
comprise 87 per cent of the state's
road network. Local roads represent
10 per cent of council expenditure,
so councils need to maintain them
in a cost-efficient and financially
sustainable way.

What we examined

We examined whether councils use
asset data, budget information and
community feedback to inform
their planning for road
maintenance. We also looked at

Key facts

132 420km

of local roads are managed
by councils

(which is 87% of Victoria's total
road network)
2018-19

whether councils are finding and
implementing ways to achieve
value for money and maintain
roads in a timely manner.

Who we examined

We audited five councils across a
spread of types and sizes:

» City of Greater Bendigo

e Gannawarra Shire Council

* Maribyrnong City Council

» Northern Grampians Shire
Council

» Yarra Ranges Shire Council.

We also conducted a sector-wide
questionnaire to collect road

53% $870m

of local roads are unsealed

2018-19

Source: Victorian Local Government Grants Commission, 2016-17 to 2018-19.
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was spent on roads
by councils

(which is 10% of total council
expenditure)
2018-19

maintenance data. All 79 councils
participated.

What we concluded

Councils cannot determine whether
they are achieving value for money
when maintaining their road
network. This is because councils
lack the detailed cost data they
need to analyse and benchmark
their performance. In addition,
some councils:

¢ have gaps in their road
condition data

« are not effectively engaging
their communities to
understand road users' needs.

Over 1/3

of councils spent more
than expected on road
maintenance
2016-17 to 2018-19




What we found and recommenad

We consulted with the audited councils and considered their
views when reaching our conclusions. The councils' full responses
are in Appendix A.

Planning for road maintenance

Accurate and comprehensive data helps councils ensure they are planning
cost-efficient and effective road maintenance services. All five audited councils record
road inventory data and budget information, but gaps in the data limit its usefulness.

Road condition data

The Australian Road Research Board's (ARRB) Best practice guide for sealed roads 2020
and the Best practice guide for unsealed roads 2020 (ARRB best practice guides)
recommend councils survey their road network every two to five years, depending on
the type of road, to collect road condition data. This data provides councils with
insight on what roads they should prioritise for maintenance.

All audited councils, except Yarra Ranges Shire Council (Yarra Ranges), survey both
sealed and unsealed roads on their road network within the ARRB timeframes. Yarra
Ranges does not survey its unsealed roads, even though they make up 65 per cent of
its total road network. The council grades its unsealed roads three to six times per
year. It relies on inspections it completes as part of this grading program to
understand the condition of its unsealed roads. However, the council does not then
update its asset management system to reflect the information it gathers. This means
the council is not ensuring it incorporates up-to-date data on unsealed roads into its
planning processes.

Reliance on visual surveying

Three audited councils—City of Greater Bendigo (Bendigo), Gannawarra Shire Council
(Gannawarra) and Maribyrnong City Council (Maribyrnong)—rely on visual surveying
to collect road condition data. Visual surveying can be less accurate and more
time-consuming than surveying using modern equipment such as laser-based
devices. It also does not identify many sub-surface defects.

These three councils advised us that more advanced surveying is unaffordable or not
cost-effective. However, the other two audited councils are working to address the
costs of surveying to benefit from modern technologies:
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ARRB is a national transport
research organisation. It
developed a suite of best practice
guides on roads for councils.

Unsealed roads are roads without

a waterproof top layer. Roads that
do have this layer are called sealed
roads.

Grading is the process of restoring
the surface of a road by
redistributing gravel and removing
irregularities, such as potholes.



» Yarra Ranges worked with other councils to collaboratively tender for surveying
equipment.

* Northern Grampians Shire Council (Northern Grampians) uses modern equipment
on a representative sample of unsealed roads and then extrapolates the results to
determine the condition of the broader unsealed road network.

Predictive modelling

Predictive modelling software forecasts road conditions and predicts where
maintenance is needed. All audited councils use predictive modelling software. In
addition, they all verify the outputs of the software by inspecting actual road
conditions.

However, there are limitations in the software audited councils use, which makes
planning more time-consuming and prone to errors:

» Maribyrnong, Northern Grampians and Yarra Ranges have to manually input data

into the modeller as it is not integrated with the councils’ other road data systems.

Yarra Ranges advised us it plans to implement a whole-of-council enterprise
system in late 2021 that should allow it to customise modelling and reduce
manual processing.

* Bendigo's software can only model the overall condition of the road network and
not specific roads. Bendigo advised us that it plans to recruit an officer to develop
specifications for more functional modelling software.

* Northern Grampians' software upgrades road condition ratings based on the
assumption that the council has performed all predicted road maintenance,
creating a risk that it may assign incorrect ratings to roads that the council missed
during maintenance.

Community engagement

Councils must proactively engage with their communities to understand what they
need and expect from the road network. Community engagement is also an
opportunity for councils to educate communities on planning considerations, such as
budgets and service levels.

All audited councils engage their communities as required under the Local
Government Act 2020, such as through seeking feedback on proposed council
budgets. They also capture feedback through methods such as Local Government
Victoria's (LGV) annual community satisfaction survey. However, the audited councils
are not gaining a full picture of community needs because:

* communities can only provide feedback on the information that audited councils
publish online, which is only a portion of all their road maintenance work

» audited councils do not educate their communities on expenditure trade-offs
related to road maintenance

» with the exception of Bendigo, the audited councils do not routinely consult with
community groups on road maintenance.

Understanding road maintenance costs

All audited councils set road maintenance budgets based on their previous year's
expenditure, but they do not analyse this in detail to determine if they are doing
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An enterprise system is a type of
software that combines multiple
data and business systems used by
an organisation into one program.

Service level refers to the quality of
a service, including road
maintenance, that the council
commits to providing to the
community. For example, the
service level of a road includes the
quality of the road, its accessibility
and how it functions.

LGV is part of the Department of
Jobs, Precincts and Regions. It
works with councils to improve
practices, provides policy advice to
the Minister for Local Government
and oversees relevant legislation. It
also runs an annual community
satisfaction survey of residents on
behalf of councils.

Planned maintenance involves
preventative road works.
Reactive maintenance is when
councils respond to defects when
someone finds and reports them.
A unit rate is the cost per unit to
build or repair an asset.



enough planned maintenance to reduce reactive maintenance costs. In addition, none
of the audited councils have unit rates for reactive maintenance activities to inform
their budgets.

Recommendations about maintenance planning

We recommend that:

Response

All Victorian councils 1. set and document timeframes to survey the condition of sealed

and unsealed road networks with consideration of Australian Road
Research Board's Best practice guide for sealed roads 2020 and Best

practice guide for unsealed roads 2020 (see Section 2.1)

Accepted by all audited
councils

2. review road surveying methods and consider options to
incorporate technologically advanced surveying equipment (see
Section 2.1)

Accepted by all audited
councils

3. review specifications of current predictive modelling software for
roads and evaluate the need to procure, or jointly procure with
other councils, an alternative software that integrates with other
key council systems and is fit-for-purpose (see Section 2.1)

Accepted by all audited
councils

4. provide communities with detailed information on service levels
for road maintenance and collect their feedback at least once
every two years (see Section 2.2)

Accepted by all audited
councils

5. set unit rates for reactive maintenance to:

¢ determine the adequacy of planned maintenance in reducing
reactive maintenance costs

e compare costs of different road maintenance activities (see

Accepted by all audited
councils

Section 2.3).
Yarra Ranges Shire 6. record and maintain road condition data for its unsealed road Accepted
Council network (see Section 2.1).

Achieving value for money

Councils do not collect the detailed data they need to monitor the costs of
maintaining their local roads network or benchmark them with other councils. Even
where data is available, councils do not make good use of it to understand the cost
and effectiveness of their road maintenance program. As a result, councils cannot
determine whether they are achieving value for money.

Limitations in available data

LGV collects data from councils annually as part of the Local Government
Performance Reporting Framework (LGPRF). This includes one measure on the cost of
resealing roads, and one on the cost of reconstructing them.

The LGPRF measures allow for basic benchmarking and are intended to provide
indicative information on overall council performance. Reported results against the
measures do not show the direct cost to the council of the actual work performed
each year. They also do not account for factors that may make road maintenance
more expensive, such as climate or traffic volume. Generating more granular data
would allow councils to compare their costs in a meaningful way and determine
whether higher costs were due to legitimate need.
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Under the LGPRF, councils report
their performance in delivering
council services against

59 performance indicators. LGV
collects and publishes this data
online.



In addition, not all LGPRF data is audited and can contain significant errors. For
example, one council reported a cost of resealing per square metre in 201415 that
was 18 times higher than what the council actually spent. This was because the
council relied on rough estimation and calculations.

Accuracy is also an issue for the expenditure data that the Victorian Local
Government Grants Commission (VLGGC) collects, especially data it collects on behalf
of the Australian Local Government Association, which is not audited. For example, in
2018-19, four councils reported to VLGGC that they spent less than $15 000 on road
maintenance that year. The state median is $9 million. These were obvious errors in
council reporting but were not identified and corrected. Partly due to these
limitations, none of the audited councils use LGPRF or VLGGC data to benchmark
their costs.

Benchmarking council costs

Despite these limitations, councils can still use data from these sources to gain
insights into their road management programs. For example, using this data we
found that over one third of councils spent more than their total expected network
costs between 2016-17 and 2018-19. In the same period, eleven councils spent more
than double their total expected network costs and ten councils spent less than half.

These discrepancies indicate that either:

» as noted above, the data councils provide to VLGGC about their expenditure is
inaccurate or inconsistent, or

» some councils are spending significantly more or less than their network requires.

Underspending on planned maintenance

Underspending on roads can indicate that councils are not completing enough
preventative road maintenance. As outlined in the ARRB best practice guides,
insufficient planned maintenance can result in councils facing increased costs for
reactive maintenance or road rehabilitation in later years.

LGPRF data from 2014-15 to 2019-20 shows that, on average, councils had 4 per cent
of their sealed roads above intervention level. While only one council maintained all
of its sealed roads below intervention level, eight councils had more than 10 per cent
of their sealed road network requiring maintenance.

We found that 15 per cent of Maribyrnong's sealed road network was above
intervention level in the same period, well above the average for all councils.
Maribyrnong advised us that it based its decision to defer works on the judgement of
council engineers, but it did not document this decision. Relying on staff judgement
to make decisions, in the absence of reliable data about roads, creates a risk that
councils will not make evidence-based decisions. This may increase the need to do
more expensive reactive maintenance. Maribyrnong's performance on this measure
has improved over time. In 2019-20, less than 7 per cent of its network was above
intervention level.

Choice of seal type

The cost data available to councils makes it difficult to understand if and why some
councils are spending significantly more than others on roads. Some councils may
spend more over a certain period to invest in durable seal types, but these
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VLGGC makes recommendations
about how the Australian
Government should allocate its
financial assistance grants to local
councils.

The Australian Local Government
Association is a federation of state
and territory local government
associations.

VLGGC calculates total expected
network costs using data on the
size of a council's road network, its
traffic volume and the cost
modifiers outlined in Section 1.5.

Intervention level refers to the
condition of a road beyond which
a council will not allow it to
deteriorate. When a road goes
above the intervention level, it
requires action to ensure its
quality, such as maintenance or
capital renewal.



investments may reduce maintenance costs in later years. LGPRF cost measures do
not reflect this.

We found that, overall, councils use more expensive and durable seal types for roads
with higher traffic volume. This is in line with the ARRB best practice guides. However,
without the necessary cost and road condition data, individual councils cannot
analyse whether their choice of seal type is achieving long-term value for money.

Recommendations about achieving value for money

We recommend that:

Response

Victorian councils 7. ensure data reported to Victorian Local Government Grants
Commission and as part of the Local Government Performance
Reporting Framework is accurate by:

¢ complying with relevant instructions

¢ establishing quality assurance processes over data collection
and submission

e periodically reviewing data to identify errors (see Section 3.1)

Accepted by all audited
councils

8. identify, collect and internally report on data necessary to
understand whether the council is achieving long-term value for
money in road maintenance, including:

¢ expenditure on planned and reactive maintenance
¢ use of different seal types

¢ amount of resealing completed (see Section 3.1)

Accepted by all audited
councils

9. undertake self-assessments of the cost of road maintenance
against similar councils by:

e using publicly available data from Victorian Local Government

Grants Commission and the Local Government Performance
Reporting Framework

¢ incorporating detailed analysis of factors such as traffic volume

and road surface to understand whether costs are
commensurate with community needs (see Section 3.1).

Accepted by all audited
councils

Maribyrnong City 10. document all council decisions about road maintenance, including

Council decisions to defer resealing (see Section 3.1).

Accepted

Road management plans

Compliance with road management plans

Under the Road Management Act 2004, councils can develop a road management
plan (RMP) that details their standards for road maintenance. This includes how often
they will inspect roads and how quickly they will respond to defects. Although it is
voluntary, having and complying with an RMP allows councils to defend civil cases
brought against them for road defects.

Timeliness of RMP compliance

None of the audited councils completed all planned inspections within the
timeframes outlined in their RMPs for 2014-15 to 2018-19. Yarra Ranges was the
closest to full compliance, completing 99 per cent of inspections on time for three of
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We selected the period 2014-15 to
2018-19 to be consistent with our
questionnaire data (see

Appendix D). At the time of our
questionnaire, 2019-20 data was
not available.



these years. In contrast, Gannawarra'’s highest rate of compliance was 86 per cent in
2018-19. Similarly, none of the councils complied fully with the defect response times
set out in their RMP.

Failure to complete maintenance within the timeframes set out in their RMP exposes
the audited councils to legal liability. In Kennedy v Shire of Campaspe, the council
failed to inspect a footpath within the 18-month window set in its RMP by a period of
only two days. Because it missed this window, the Victorian Court of Appeal found
that the council could not rely on the RMP as a defence against the plaintiff's claim.

Recording RMP compliance

Four of the audited councils had gaps in their records of RMP compliance:

* Gannawarra's records showed inspections they completed on the due date as late
because its system incorrectly set an earlier time for completion. It has since
updated its system to address this.

» Northern Grampians and Yarra Ranges incorrectly marked a proportion of defect
rectifications as incomplete even when they had repaired them as part of other
road projects.

* Maribyrnong and Northern Grampians cannot access inspections and defect
response data prior to 2016, when they replaced their road management system.

Maribyrnong's road management system produces dashboards that report its overall
compliance rates, outstanding works, and the number of defects for each road type.
Similarly, Bendigo's system allows it to automatically produce data on compliance
with its RMP. The other audited councils do not have this feature in their road
management systems. This means they cannot easily gain insight on factors that can
contribute to non-compliance with RMP standards.

These data gaps mean councils cannot show they are meeting their responsibilities in
delivering road maintenance if they receive a civil claim or complaint.

Measuring RMP performance

Measuring performance against RMPs allows councils to evaluate their performance
over time and identify factors that make it difficult to comply with RMP standards.

Bendigo, Maribyrnong, Northern Grampians and Yarra Ranges set out an approach to
monitoring compliance in their RMPs. However, Bendigo is the only audited council
that includes clear performance measures. Bendigo's quarterly reviews of its
performance have allowed it to identify and respond to resourcing issues that were
impairing its maintenance delivery.

Using clear performance measures provides councils with valuable insight into how
well they are complying with their RMP and can identify opportunities for
improvement and better compliance.
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Recommendations about RMP compliance

We recommend that:

Response

All Victorian councils 11. collect and retain data on compliance with timeliness standards in
road management plans (see Section 3.2)

Accepted by all audited
councils

12. establish performance measures for road management plans and
use them to annually review performance and the practicality of
standards set out in the plans (see Section 3.3).

Accepted by all audited
councils
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Audit context

Victoria has over 132 000 kilometres of local roads, making up
87 per cent of the state’s total road network.

Councils are responsible for maintaining these roads so that they
are safe and functional.

This chapter provides essential background information about:

* Victoria's road network

» Types of road maintenance

* Local roads data

» Sources of road maintenance funding
» Regulation of local road maintenance

e Past reviews of road maintenance
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1.1 Why this audit is important

The condition of a road inevitably declines due to traffic and exposure to water. Road
maintenance avoids safety risks to road users and prevents costly repairs.

Roads account for around 10 per cent of council expenditure. This makes it important
for councils to take the most cost-efficient approach to maintaining their roads.

1.2 Victoria's road network

Victoria's road network comprises:

* municipal roads, also known as local roads, managed by councils

» freeways and arterial roads, managed by VicRoads

 toll roads managed by private operators.

Councils manage most of the Victorian road network. As at June 2019, councils

manage a reported 132 420 kilometres of local roads. By comparison, VicRoads
manages around 23 000 kilometres of freeways and arterial roads.

Sealed and unsealed roads

This audit focuses on the maintenance of both sealed and unsealed local roads (see
Figure 1A). Sealed roads have a waterproof top layer, and unsealed roads do not. In
this report, we refer to the top layer of a sealed road as a seal.

FIGURE 1A: Examples of a sealed and unsealed road

Sealed road Unsealed road

Source: VAGO.

Unsealed roads make up 53 per cent of the local roads network. As shown in

Figure 1B, metropolitan and interface councils are the only cohorts that collectively Interface f?“”;:'staf’e the
municipalities that Torm a ring
have more sealed than unsealed roads. around metropolitan Melbourne.
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FIGURE 1B: Amount of sealed and unsealed roads across council cohorts

Council cohort

Metropolitan

Interface

Regional city

Large shire

Small shire

(=)
ul

10 15 20 25 30 35 40 45 50
Kilometres of roads (‘000)

M Sealed roads ™ Unsealed roads

Note: This figure is based on road length. VLGGC tells councils to consider roads with multiple lanes as one length
and roads on boundaries of adjoining councils to be included at half-length. Metropolitan councils have a total of
134 kilometres of unsealed roads, making up 1.2 per cent of the total metropolitan road network.

Source: VAGO, based on 2018-19 VLGGC ALG1 data (see Section 1.4).

Road structure

Sealed and unsealed roads have different layers. Figure 1C shows the general
structure of a sealed road and three types of unsealed roads.

FIGURE 1C: Layers of sealed and unsealed roads

Unlike formed roads, unformed
roads have not been significantly

Seal/surface shaped or improved. For example,
councils may have only cleared
Base Wearing gravel surface vegetation for them or they may
be the result of vehicles travelling
Sub-base Base Base over the same path over time.
Subgrade Subgrade Subgrade Subgrade
Sealed road Unsealed formed Unsealed Unsealed
and gravel road formed road unformed road

Source: VAGO, based on information from ARRB.

The layers of sealed and unsealed roads have different purposes:

» The seal protects the layers below from moisture, reduces the rate of wear to
pavement and extends road life.

» The base and sub-base transfer the weight of heavy vehicles to the subgrade. The
base also acts as the wearing surface for roads that do not have a seal.
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Seal types

Seal types vary in life expectancy depending on the material used, such as asphalt,
bitumen or concrete. Surfaces that last longer and are more durable are more
expensive. Figure 1D shows the hierarchy of seal types based on these aspects.

FIGURE 1D: Hierarchy of seal types based on life expectancy, durability and cost

Thick asphalt

Thin asphalt Increasing in:
: - seal life expectancy
Geotextile/membrane spray seal - durability
- cost

Double spray seal

Single spray seal

Source: VAGO, based on information from ARRB.

1.3 Types of road maintenance

As a road surface or seal deteriorates, it can develop potholes, cracks and other
defects. Timely maintenance prevents these. It also stops water from entering and
weakening the pavement.

Planned and reactive maintenance

Road maintenance falls into two categories: planned and reactive. Figure 1E describes
their differences and the types of works they cover.

FIGURE 1E: Planned and reactive maintenance

Planned maintenance Reactive maintenance
Works to improve road condition Works to respond to road defects
Resealing/resurfacing Resheeting Grading Repairing sealed and
sealed roads unsealed roads unsealed roads unsealed roads
Spraying a new seal or Adding new gravel or Reshaping the road by Repairing potholes,
laying a new surface crushed rock on the redistributing gravel cracks, corrugations
on the road surface and edge breaks

Source: VAGO, based on information from ARRB.

Planned maintenance helps avoid the need for more expensive road works, such as

rehabilitation or reconstruction. Rehabilitation is restoring a road
to a near original condition.

Reconstruction is rebuilding a road

Councils inspect their roads to evaluate overall road conditions or find road defects. t0 2 new condition.

Inspections can be proactive, or in response to a report from a member of the public
or a council officer. After an inspection, councils may then decide to perform planned
or reactive maintenance on the road.
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Achieving value for money

Councils achieve the best value when they provide a satisfactory service level for road
users at the lowest cost over the long term. This requires councils to:

» understand the needs of road users to ensure service levels are appropriate

» determine the right mix of planned and reactive maintenance.

Relying on reactive maintenance may save councils money in the short term but will
be more expensive and less effective in the long term. Reactive maintenance does not
improve the overall condition of the road. Therefore, the road will continue to
deteriorate and in time will require more substantial work to raise its condition to a
satisfactory service level.

Figure 1F shows how the condition of a typical road deteriorates over time and the
road works that are required to remedy this.

FIGURE 1F: Road deterioration graph

Perfect @ Py
Road H
constructed 1
1
»
Road resealing :
c \ !
8 |\ (planned '
s |\ maintenance) H
° \ . .
e Satisfactory
) o service level
o 1
© 1
e :
Road
reconstruction
Poor
New Age of road old

Source: VAGO, based on ARRB and Audit New Zealand.

14 Local roads data

VAGO questionnaire

As part of this audit, in May 2020 we sent a voluntary questionnaire to all 79 Victorian
councils that asked about:

* the size of their sealed and unsealed network
» costs of planned and reactive maintenance for sealed and unsealed roads
+ the proportion of the council’s road network with different seal types
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» the amount of resealing and resurfacing work undertaken
» factors that increased or reduced road maintenance costs

« the accuracy of their roads data.

All councils provided us with data from 2014-15 to 2018-19. We selected this period
to balance the need to analyse data over time without burdening councils. At the
time of the questionnaire, 2019-20 data was not yet available. See Appendix D for
more information about this questionnaire.

Council systems

Councils use various information systems to inform road maintenance planning and
delivery. This generally includes their:

» finance system—budget and expenditure information
+ asset management system—captures, manages and analyses asset information

» predictive modelling software—models deterioration of roads over time and
forecasts future road condition

* geographic information system—stores and generates mapping data

» records information management system—stores council documentation.

LGV

LGV, part of the Department of Jobs, Precincts and Regions, works with councils to
improve their business and governance practices, and oversees legislation relevant to
councils. It also collects data on council performance.

Community satisfaction survey

LGV conducts a community satisfaction survey on behalf of participating councils
every year. It collects feedback from local residents on their council’s performance
across a range of services, including the condition of sealed local roads and the
maintenance of unsealed roads.

LGPRF

The LGPRF is a mandatory system of performance reporting for all councils. Under the
LGPRF, councils report on 59 performance indicators relating to services that they
deliver every year, including five on local roads. LGV is responsible for collecting and
publishing this data.

This publicly available roads data provides councils with performance information for
benchmarking purposes and to inform strategic decision-making. The data also gives
communities access to information about their council’s performance.

Figure 1G describes the five LGPRF indicators relating to roads.
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FIGURE 1G: LGPRF road performance indicators

Indicator Definition

Sealed local road requests Number of customer requests for rectifications regarding
the sealed local road network per 100 kilometres of sealed
local road

Sealed local roads maintained Percentage of sealed local roads that are below the renewal

to condition standards intervention level set by council and not requiring renewal®

Cost of sealed local road Direct reconstruction cost per square metre of sealed local

reconstruction roads reconstructed®

Cost of sealed local road Direct resealing cost per square metre of sealed local roads

resealing resealed

Satisfaction with sealed local Community satisfaction rating out of 100 with how council

roads has performed on the condition of sealed local roads

@The renewal intervention level is the road condition when resealing is required to return to its original condition.

®Direct reconstruction costs are how much councils spend to reconstruct the road pavement and seal, which
include administrative and overhead costs.

Source: Department of Environment, Land, Water and Planning, Performance Reporting Framework Indicator
Workbook 2019-20.

VLGGC

VLGGC makes recommendations to the Australian Government, through the Victorian
Minister for Local Government, as to how it should allocate local roads grants across
individual councils. It collects three data sets on road data from councils every year
through its annual questionnaire:

* VGC1: Expenditure and revenue data, which includes recurrent expenditure on
local roads and bridges.

*  VGC3: Local roads data, which covers road lengths, road type, strategic routes and
bridges.

* ALG1: Road inventory expenditure and financial data, which VLGGC collects on
behalf of the Australian Local Government Association. As VLGGC does not use
this data, it does not perform quality assurance processes on it.

VLGGC uses the first two datasets to make recommendations to the Australian
Government about allocations for local roads grants (discussed further in Section 1.5).

1.5 Local roads funding and expenditure

Council expenditure

In 2018-19, councils spent $870 million on sealed and unsealed roads (see Figure 1H).

From 2014-15 to 2018-19, most road expenditure has been on sealed roads. At the
time of publishing this report, VLGGC had not finalised data from 2019-20.
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FIGURE 1H: Total annual expenditure for sealed and unsealed roads
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Note: Total annual expenditure for unsealed roads includes roads with formed, sheeted, and natural surfaces. This
figure does not include road ancillary expenditure, which are all items other than the roadway, bridges and culverts
part of the road asset. Examples of road ancillary items are traffic signs and footpaths.

Source: VAGO, based on VLGGC ALG1 data (see Section 1.4).

Australian Government funding

The Australian Government allocates local roads grants to each state and territory to
cover costs of maintaining local roads and bridges. Victoria receives 20.6 per cent of
Australia’s local roads grants each year, the second highest allocation after New South
Wales. These allocations are fixed and do not change from year to year.

In 2018-19, the Australian Government allocated $142.4 million in grants for local
roads, with councils receiving between $4.4 million and $58 455. As shown in
Figure 11, this grant includes a larger proportion of local roads expenditure for
regional and rural councils compared to metropolitan councils.

16 | Maintaining Local Roads | Victorian Auditor-General's Report



FIGURE 1I: Local roads grants as a proportion of total road expenditure across
council cohorts

Grant amount/
expenditure
($ million)
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M Local roads grant M Total expenditure

Note: A proportion of local roads grants are for bridges. We have excluded that from this chart.
Source: VAGO, based on 2018-19 VLGGC data.

Figure 1) describes VLGGC's process in calculating its recommendations for grant
amounts.

FIGURE 1J: VLGGC's methodology of grant calculation

VLGGC calculates each council's total network cost by applying a formula
based on road length, traffic volume and overall cost modifier. It
determines each council's grant amount based on the available funding in
proportion to its total network cost.

Cost modifiers are factors that increase a council’s road maintenance cost.
VLGGC gives councils a score against each of the five cost modifiers and
multiplies them together for an overall value. The cost modifiers are:

climate

materials—Ilocal availability of road materials
subgrades—seasonal swelling and shrinkage of the subgrade
freight—higher volumes of heavy vehicles

strategic routes—local roads that must be maintained to a higher
standard because of their characteristics or functions, such as bus
routes.
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Some councils receive less grant funding due to the cost modifiers, and
others receive more. In 2018-19, 9 per cent of the total local roads grant
allocation was redistributed due to the cost modifiers.

Source: VAGO, based on information from Victoria Grants Commission Annual Report 2078-19.

1.6 Relevant legislation and best practice guides

Road Management Act 2004

The Road Management Act 2004 lists the roles and responsibilities of different
authorities across Victoria's road networks. It establishes the functions and powers of
councils as the road authority for local roads. Under section 40, councils have a
statutory duty to inspect, maintain and repair public roads. This legislation also
requires councils to maintain a register of all roads for which they are responsible.

RMPs

Under the Road Management Act 2004, councils can choose to develop an RMP that
details standards or policies on how they will perform their road management duties.
This includes:

*  service levels
 criteria on what defects to repair

» what type of response the council will use for different defects.

It is not compulsory for councils to develop an RMP. However, an RMP can provide a
defence to civil cases brought against a council for damages related to their roads.
Councils need to comply with the standards set out in their RMP and maintain
records of compliance in order to rely on this defence, as shown in Figure 1K.

FIGURE 1K: Kennedy v Shire of Campaspe

In August 2007, the plaintiff sought damages from the Shire of Campaspe
after tripping on a footpath defect and injuring their wrist. The council's
RMP required it to inspect that footpath every 18 months. However, the
last inspection was 18 months and two days after the previous inspection.
The court found that because the council had missed the standard in its
RMP by two days, the council could not rely on compliance with the RMP
as a defence to the plaintiff's claim.

Source: VAGO.
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Councils that choose to have an RMP must consult their community on it.

Local Government Act 2020

The Local Government Act 2020 describes principles that councils must apply when
performing their roles, including:

 strategic planning and community engagement
* pursuing innovations and continuous improvement

» ensuring the council’s financial viability.

This means that councils need to use their resources efficiently and effectively to
deliver services that meet community needs.

The Local Government Act 2020 also requires councils to adopt and maintain a
community engagement policy that they must apply when developing:

» planning and financial management
e community vision

* acouncil plan

+ afinancial plan

* revenue and rating planning

e an asset plan.

The Local Government Act 2020 requires all councils to have this by 1 March 2021.

Best practice guides

In 2020, ARRB published a suite of best practice guides for local councils on road
infrastructure. The ARRB best practice guides provide councils with information about
planning and delivery of road maintenance services, and asset management practices.

Councils can also use LGV's Local Government Asset Management Better Practice
Guide (2015) or the Institute of Public Works Engineering Australasia’s National Asset
Management Strategy to guide their road maintenance.

1.7 Previous VAGO audits on road maintenance

As shown in Figure 1L, VAGO has conducted multiple audits on asset management
and road maintenance. These audits highlight the importance of:

» taking a proactive approach to maintenance to prevent more expensive future
maintenance and reconstruction

» assessing financial data and understanding reasons for its changes

* planning for maintenance activities using financial data.
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FIGURE 1L: Past VAGO audits related to road maintenance

Date Title Key findings
2014 Asset Management and The audit found gaps in asset renewal planning and practice, the quality of
Maintenance by Councils asset management plans, asset management information systems, and in
monitoring and evaluating asset management.
Audited councils budgeted less than required to renew their assets, which
increased the amount of asset renewal funding needed.
2017 Maintaining State-Controlled VicRoads could not demonstrate that it was making best use of its
Roadways maintenance funding. It had a reactive approach to maintenance and lacked
strategies for early interventions. This means it was unable to keep up with
the rate at which road pavements were deteriorating.
2019 Local Government Assets: Asset Audited councils did not have enough comprehensive and accurate

Management and Compliance

information to support asset planning and did not make enough use of the
information that they had. However, all audited councils had and used
better information about their roads than other asset classes, largely
because of their obligations under the Road Management Act 2004.

Audited councils did not know how much their road maintenance programs
cost at an overall level or the cost of maintaining each road.

Source: VAGO.
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Planning road maintenance

Conclusion

The audited councils are determining their planned road
maintenance based on limited information, increasing the risk of
waste or not meeting desired service levels.

All' audited councils use asset data and budget information to
plan for road maintenance. However, gaps and inaccuracies in
road condition and cost data, and a lack of understanding of
community expectations for service levels, significantly reduce
councils’ evidence base for decision-making.

This chapter discusses:

» Understanding the local road network
* Understanding community needs

» Understanding costs
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2.1 Understanding the local road network

Accurate and comprehensive asset information helps councils plan and maintain their
local road networks effectively and efficiently. This information should include:

» road inventory data covering the number, type and description of local roads in
their municipality

+ road condition data

+ predictive data modelling.

Predictive data modelling allows
councils to forecast road

Road inventory data maintenance needs using software

and road condition data they have

X . . . . . collected.
All five audited councils maintain road inventory data on:

* whether roads are sealed or unsealed
+ the length of the road

» the width of sealed and unsealed roads (with the exception of Bendigo, which
applies a standard width of 4 metres to its unsealed roads)

» points of longitude and latitude

» road components such as seals, pavements, kerbs, and drains.

Staff and contractors at audited councils can look up individual roads in their asset

management systems, including on mobile applications. This allows them to find F°””d,‘assega’fssset5 ‘hst “:e
. . . . . . counclls had not known about or

relevant information while inspecting roads for defects and planned maintenance, previously recorded.

and report any found assets.

The audited councils have effective procedures for updating their asset information
when circumstances change. Their planning and development units inform the
business units responsible for road maintenance of any:

e new roads in residential or commercial subdivisions of land

+ existing roads for which other authorities, such as VicRoads, become responsible
due to changes in the road type.

Road inventory data and the VLGGC

Providing accurate road inventory information to VLGGC is important, because it
determines how much money the council receives. VLGGC apportions councils more Astrategic route s a road that

. . requires more maintenance
funds for the maintenance of strategic routes than other local roads. because of certain characteristics,
such as if it is a bus route or near
During random testing, we found some examples at Yarra Ranges where the council farm irrigation.

had failed to identify some local roads as strategic routes. Consequently, the council
missed securing additional grant funding. It advised us that it last reviewed which of
its roads were strategic routes in 2016 and plans to do so again in 2020-21. There is a
risk that other local councils are also not accurately categorising their roads and
missing potential funding opportunities.

Road condition data

Accurate and updated road condition data is essential for planning road maintenance.
It allows councils to prioritise council funds for roads that need it the most.

22 | Maintaining Local Roads | Victorian Auditor-General's Report



The ARRB best practice guides recommend surveying sealed and unsealed roads
periodically to collect road condition data and using this to determine when to
maintain them.

The ARRB best practice guides outline different survey timeframes depending on
factors such as the type of road, its traffic volume and deterioration. For example,
councils should survey sealed roads with average traffic and deterioration every two
to three years, compared to every five years for roads with low traffic and
deterioration.

With the exception of Bendigo, which has an annual inspection approach, the audited
councils align with the ARRB guidance to survey their sealed road networks every
three to four years, as outlined in Figure 2A.

FIGURE 2A: Audited councils’ approach to condition surveys of sealed and unsealed roads

Council Sealed Unsealed

Bendigo Every year, inspecting at least one third of the Every year, inspecting at least one third of the
overall road network each time overall road network each time

Gannawarra Once every three to four years Once every three to four years

Maribyrnong Once every four years Once every four years

Northern Grampians Once every four years Once every four years

Yarra Ranges Once every three years Does not survey unsealed roads

Source: VAGO, based on information from audited councils.

However, except Bendigo, none of the audited councils have documented timeframes
for condition surveys. Doing so would more clearly communicate expectations and
provide a basis against which to assess performance in collecting up-to-date road
condition data to inform maintenance planning.

Condition data on unsealed roads

For the past six years, maintenance of unsealed roads was the worst performing
council service across the state according to LGV data. As shown in Figure 2B,
community satisfaction with unsealed road maintenance is significantly lower than
residents' rating of its importance.
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FIGURE 2B: Community satisfaction with unsealed road maintenance

/T Top 5 service areas in terms Bottom 5 service areas in terms
!/ of importance of performance
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Elderly support
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Community decisions Unsealed roads

casee

so0ee

Note: Results are calculated using an index score out of 100. LGV then ranks council services based on the gap
between residents' rating of their importance and their perceived performance.
Source: VAGO, based on LGV's 2020 Local Government Community Satisfaction Survey.

As outlined earlier in Figure 2A, all audited councils survey the condition of the sealed
road network. However, unsealed roads also form an important part of local road
networks, especially for rural and regional councils. Although these roads generally
have less traffic than sealed roads, councils should still survey them to collect
condition data to inform maintenance planning.

With the exception of Yarra Ranges, all audited councils survey their unsealed road
network. Yarra Ranges' RMP does not require it to inspect unsealed roads, although
they make up 65 per cent of the council’s road network. The council advised us that it
reviews the condition of its unsealed roads between three to six times a year through
inspections it completes as part of its grading program. However, Yarra Ranges does
not collect this data or input it into its road management system. As a result, Yarra
Ranges is not ensuring it incorporates up-to-date data on unsealed roads into its
planning processes.

Reliance on visual surveying

ARRB and Austroads recommend that councils use modern road surveying
equipment and methods to ensure surveys are accurate and comprehensive.
Examples of such equipment include:

* laser-based devices, which detect the surface texture of roads

* monitoring equipment, such as survey vehicles, to gather strength, roughness and
texture data

» ground-penetrating radar to estimate gravel loss from unsealed roads
» cameras affixed to garbage trucks, or other vehicles delivering council services.
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Bendigo, Gannawarra and Maribyrnong do not use this equipment. Instead, they rely
on visual surveying to collect road condition data. This method allows councils to
identify some defects on road surfaces. However, compared with modern equipment,
visual surveying:

« cannot detect many sub-surface defects that are critical to planning
* can be less reliable due to the potential for human error
» can be less efficient, particularly for long road networks

» poses more safety risks, because surveyors need to leave their vehicles and stand
on roads more often.

Although more technologically advanced surveying is more effective, it can be
expensive to access equipment and providers. The audited councils that relied only
on visual surveying said they did so because it was more affordable or cost-effective
for their council.

One way to address this barrier is to work with other councils to share the cost of
accessing equipment or providers. Figure 2C outlines an example from Yarra Ranges.

FIGURE 2C: Yarra Ranges collaborative tendering

In 2017, Yarra Ranges collaborated with four other councils to develop and
advertise tender specifications for road surveyors. The councils also
worked together to evaluate the tenders and interview the tenderers. Each
council then executed its own contract with a selected provider.

As a result, Yarra Ranges was able to assess its sealed road network using
a range of modern equipment including:

» digital cameras
e laser-based devices

» falling weight deflectometers.

The collaborative tendering meant that Yarra Ranges received a
12 per cent discount on the provider's usual price.

Source: VAGO, based on information from Yarra Ranges.

Another approach to reducing the cost is to use modern equipment to survey only a
representative sample of roads, as outlined in Figure 2D.
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FIGURE 2D: Northern Grampians depth-testing

In 2018, Northern Grampians contracted specialists to depth-test a
representative sample of gravel surfaces on its unsealed roads. This is
consistent with the ARRB best practice guides, which state that depth is
one of the main drivers of determining whether an unsealed road needs
maintenance work.

Source: VAGO, based on information from Northern Grampians.

Predictive modelling for planned maintenance

The audited councils showed how their predictive modelling software assists planning
by:

» generating analysis that shows the condition of specific roads, or the overall
condition of the network, in different budget scenarios

» predicting when roads will require maintenance to avoid going above the
intervention level the council has set for them.

Councils need to inspect actual conditions to verify whether they need planned
maintenance as predicted by their modelling software. This is known as
ground-truthing. All the audited councils adjusted their planned works program
based on ground-truthing.

Predictive modelling requires up-to-date condition data for sealed and unsealed
roads. Because Yarra Ranges does not maintain up-to-date road condition data for
unsealed roads, it is lacking important data to support predictive modelling.

Predictive modelling software

Councils advised us that limitations in their predictive modelling software consume
staff time and undermine the quality of maintenance planning.

Maribyrnong, Northern Grampians and Yarra Ranges have not integrated their
modelling software with their other road maintenance systems, such as their asset
management system. As a result, these councils have to manually input correct data
for the models. This takes time and creates a risk of inputting incorrect data. Yarra
Ranges advised us that it plans to implement a new whole-of-council enterprise
system in late 2021 that should allow it to customise modelling and reduce manual
processing.

Another limitation of predictive models is that councils cannot always directly use the
data they provide. For example, Bendigo and Northern Grampians need to manually
change the modelling data before they can use it for maintenance planning, as
described in Figure 2E.
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FIGURE 2E: Examples of limited software functionality

Bendigo—budget scenarios

Bendigo's software only provides the condition of the whole network
rather than the condition of specific roads across different budget
scenarios. Bendigo must determine the impact of budget scenarios on
specific roads manually. The council advised us that this makes it
challenging to educate councillors and the community about the cost of
maintaining roads. Bendigo plans to recruit an officer to develop
specifications to improve the model's functionality.

Northern Grampians—assumption of road conditions

Northern Grampians' software assumes the council performs all predicted
maintenance works and automatically upgrades condition ratings. This
creates a risk that incorrect condition ratings may be assigned to roads
that the council missed during maintenance. The council addresses this
risk by tracking outstanding works and manually entering condition data.

Source: VAGO, based on information from Bendigo and Northern Grampians.

The complexity of predictive modelling means that audited councils rely on a small
number of employees to operate the software and explain its outputs. This creates a
risk that councils may not be able to perform modelling effectively if these key
employees are unavailable or leave the council. Figure 2F outlines a better-practice
example of addressing this risk.

FIGURE 2F: Case study—Gannawarra

In 2017, Gannawarra signed a memorandum of understanding with
neighbouring Buloke Shire Council. Under this, councils share knowledge
on how to operate the information systems they use for road
maintenance, including predictive modelling software. The memorandum
of understanding also allows Gannawarra to borrow staff who are
experienced in the systems if it is short-staffed.

Source: VAGO, based on information from Gannawarra.

2.2 Understanding community needs

As part of maintaining any asset, councils need to understand how the community
uses it so they can set service expectations and standards. Collecting information
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about what road users need out of the local road network can help councils prioritise
expenditure.

It also allows councils to educate the community about the trade-offs required when
budgeting for road maintenance. For example, councils can explain that maintaining
existing assets to a certain condition may reduce the amount the council can spend
on new infrastructure or other services.

Despite the advantages, none of the audited councils effectively engage with the
community to understand their preferences around road service levels.
Processes for engaging the community

Audited councils interact with the community through a range of processes. These
allow councils to gather some information about community needs. However, none

of these processes:

» give them a full picture of community needs

« allow councils to engage in discussions about expenditure trade-offs.

Audited councils consult the
community through ...

LGV's annual community satisfaction
survey, which provides an indication of
how satisfied residents are with sealed
and unsealed roads.

seeking feedback on proposed council
budgets in line with obligations under
the Local Government Act 2020.

notifying residents of upcoming
maintenance work that may affect them
through emails or letter drops. Councils
advised us that members of the public
often respond to these notifications
with their views on the works.

engaging community groups to discuss
road maintenance.

However, this does not give councils a full
picture of community needs because ...

survey results do not specify reasons why
residents give high or low satisfaction ratings.

proposed budgets are high-level, so feedback on
them is not detailed enough for councils to
understand what road users need.

councils only notify residents of maintenance
that they have already decided to complete.

not all councils are doing this consistently. Only
Bendigo engages community groups in an
ongoing manner, such as through its Farming
Advisory Committee. Gannawarra had a road
advisory group, but it has not met since 2010.
Northern Grampians' 2019 consultation with the
community called 'Roads, Rates and Rubbish' did
not include council engineers. As a result, the
consultation did not cover road service levels or
maintenance costs.
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Consulting communities about service levels

Audited councils rely on their RMPs to communicate with the public about their
service levels for roads. However, RMPs only cover a subset of reactive maintenance
and councils do not update them every year.

In addition, as the Road Management Act 2004 does not require it, RMPs do not cover
planned maintenance. This means the community does not know when the council
intends to reseal roads or the intervention levels councils have set.

As a result:

» councils are not providing their communities with detailed information about the
intended quality of their roads

* communities can only give feedback on limited information about service levels

» audited councils miss the opportunity to base service levels on a full
understanding of community needs.

Yarra Ranges has improved its website to better inform the community about its road
maintenance programs. For example, residents can now search when the council will
grade specific roads.

2.3 Understanding costs

Costing planned and reactive maintenance

As it is preventative in nature, effective planned maintenance can reduce reactive
maintenance costs. Analysing the expenditure on both types of road maintenance can
help councils:

» set their capital renewal budget for planned maintenance and operational budget
for reactive maintenance

» understand how planned maintenance impacts the cost of reactive maintenance.

Although all audited councils track their expenditure and use this to set budgets,
none have analysed it to determine whether their planned maintenance is reducing
their expenditure on reactive maintenance.

Unit rates for reactive maintenance

Using unit rates allows councils to compare the costs of different reactive
maintenance activities and provides useful data to help councils set their budgets.
However, none of the audited councils have determined unit rates for reactive
maintenance activities to inform their budgets. Instead, the audited councils set their
budget for reactive maintenance by updating the previous year's expenditure to
reflect:

* changes in the council's RMP
» defects reported by the public

e increases in the cost of labour and material.

Although councils understand the overall cost of their road maintenance programs,
the lack of a unit rate makes it difficult for councils to analyse the cost of maintaining
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each road. This reduces councils' ability to compare the cost of maintaining the road
with the value it provides to the community. Setting unit rates can be challenging, as
the cost of reactive maintenance can be influenced by external factors such as
weather and road condition.

Northern Grampians advised us that its road management system has an option to
track unit costs for reactive maintenance, but it has not implemented this.
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Delivery of road maintenance

Conclusion

Councils do not know whether they are achieving value for money
in maintaining their road network. This is because they lack the
data that would allow them to analyse or benchmark their
performance. Even where data is available, councils do not use it
to understand their efficiency.

The audited councils are not compliant with the timeliness
standards in their RMPs for planned inspections and reactive
maintenance. This exposes them to legal liability and risks
reducing the quality of their roads over time.

Audited councils, with the exception of Bendigo, also lack
performance measures for their RMPs that would enable them to
assess the effectiveness and efficiency of their road maintenance.

This chapter discusses:

* Achieving value for money
* Compliance with RMPs
* Measuring RMP performance

31 | Maintaining Local Roads | Victorian Auditor-General's Report



3.1 Achieving value for money

Under section 106 of the Local Government Act 2020, councils must set quality and
costs standards for their services that provide good value to the community. As
outlined in Section 1.3, achieving value for money requires the right mix of planned
and reactive maintenance to meet road users' needs at the lowest cost over time.

However, councils lack the detailed and reliable data necessary to understand
whether their road maintenance program provides value to the community. Better
data would enable councils to:

» compare their costs and road condition outcomes with similar councils to identify
areas for improvement

* monitor their costs and road condition over time to ensure they are maintaining
road networks efficiently.

LGPRF cost measures

As outlined in Section 1.4, councils report on the cost of resealing and reconstruction
as part of the LGPRF. Although this is a good starting point for comparing costs,
councils cannot rely on the measures alone to determine whether they are achieving
value for money. LGV advised us that the measures only provide indicative
information on the overall performance of councils and cannot be relied on as an
authoritative source of information on road management costs or quality.

The LGPRF measures on resealing This means councils need their own
and reconstruction costs ... data to ...

do not account for factors that may compare their costs in a meaningful way
make road maintenance more or determine whether higher costs are
expensive, such as higher traffic due to legitimate need.

volume.

only measure the direct cost of the determine whether council decisions
actual planned maintenance councils about the amount of resealing or
complete each year, without context reconstruction to perform will achieve
about the actual amount of resealing value for money over time.

or reconstruction they performed.

only cover planned maintenance of benchmark the costs of:

sealed roads. . .
e reactive maintenance of sealed and

unsealed roads

» planned maintenance of unsealed
roads.

Inconsistencies in council reporting

Between LGPRF and VLGGC data, councils can access a considerable amount of data
to understand and benchmark their performance in maintaining local roads. However,
inconsistencies in council reporting limit the full potential of these data sources. As
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part of validating data for this report, six out of the 25 councils we checked
(24 per cent) had to rectify at least two datapoints they had previously submitted to
the LGPRF regarding road maintenance.

Figure 3A outlines an example of a council reporting an error in the LGPRF.

FIGURE 3A: Example of errors in LGPRF data

A large shire council reported incorrect resealing costs to the LGPRF from
2014-15 to 2018-19. In 2014-15, its reported cost of resealing per square
metre was 18 times higher than what the council actually spent that year.

Through our data validation process (as outlined in Appendix D) we
identified that this was because of miscalculations in both the amount of
resealing the council had performed, and the amount spent.

In the following four years, the council continued to report costs of
resealing per square metre higher than actual expenditure, although the
size of the discrepancy lowered.

The council advised us that its engineering team completed the initial
calculations through estimation and rough calculation. When we followed
up with the council, it provided updated calculations from its assets team.
The council advised us that its assets team will complete future LGPRF
calculations to improve accuracy.

Note: The council in this case study is unnamed because it is not an audited council.
Source: VAGO, based on information provided by the council.

These issues reflect the findings of our 2019 audit Reporting on Local Government
Performance. This audit found weaknesses in audited councils’ quality assurance over
LGPRF measures and incorrect or inconsistent interpretation of LGPRF reporting rules.

In its three most recent annual reports, VLGGC noted its ongoing concern over the
accuracy of the data councils provide about their roads. We found examples of this:

Four councils reported spending under $15 000 on road maintenance in 2018-19,
significantly below the state median of $9 million.

» Three councils reported the size of their road network differently across two
VLGGC datasets in the same year—the differences were between
8 and 26 per cent.

» Bendigo did not report expenditure data to the VLGGC from 2011-12 to 2017-18.
Bendigo advised this was an oversight and has since recommenced providing this
information to the VLGGC from 2018-19.

The errors we found were in the ALG1 dataset. VLGGC collects ALG1 data on behalf of
the Australian Local Government Association and so does not audit councils’
responses. It does not use ALG1 data to determine grant allocations to councils.
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These issues discourage councils from using LGPRF and VLGGC data for performance
monitoring or benchmarking. For example, none of the audited councils use the
LGPRF or VLGGC to benchmark their costs or determine whether they are achieving
value for money. By not accurately reporting their roads data, councils are wasting
potentially rich datasets.

In 2019-20, VLGGC completed a pilot study demonstrating that it could streamline its
data requirements with the Victorian Government’s spatial mapping tools. It plans to
continue this work in 2021.

Total expected network costs

Despite inaccuracies in available data, the VLGGC and LGPRF datasets present some
opportunities for councils to analyse or benchmark their costs. One way to do this is
to compare councils' actual expenditure against VLGGC's total expected network
costs. VLGGC uses this figure as a basis for its recommendations to the Australian
Government about grants to councils to help them maintain their road network.

Our analysis of VLGGC data from 2016-17 to 2018-19 showed that:

* 11 councils spent more than double their total expected network costs
» 10 councils spent less than half of their total expected network costs.

Metropolitan councils were the most likely to spend more than expected costs.
Figure 3B shows how councils compare.
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FIGURE 3B: Percentage difference between road maintenance expenditure and total expected network
costs across councils, 2016-17 to 2018-19
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Note: We calculated road maintenance expenditure using the ALG1 dataset, excluding capital expansion. The ALG1 dataset is not audited and contains
council reporting errors. This chart excludes: Melbourne City Council, which spent 492 per cent more than total expected network costs; three councils who
inaccurately reported spending close to zero or approximately 100 per cent less than total expected network costs. Bendigo did not originally provide
expenditure data from 2016-17 and 2017-18 to VLGGC but has provided updated data to VAGO, which is reflected in this chart.

Source: VAGO, based on 2016-17 to 2018-19 VLGGC annual reports and ALG1 data.

These discrepancies indicate that either:

» as noted above, the data councils provide to VLGGC about their expenditure is
inaccurate or inconsistent, or

» some councils are spending a significant amount more or less than their network
requires.

Although this information is publicly available and covers all 79 councils, none of the
audited councils have used it to develop more detailed benchmarking of road costs.
We did not find any evidence that audited councils compare or analyse their own
roads' expenditure against the total expected network costs calculated by VLGGC.
This is a missed opportunity for councils to utilise a large dataset to see where they
stand compared to similar councils.

Long-term impacts of underspending

Expenditure significantly below total expected network costs reflects a potential risk
of councils underspending on their roads. This can result in councils not completing
enough preventative road maintenance and facing increased costs in later years.

For example, a road that has not received enough planned maintenance may need
rehabilitation or reconstruction, which is more expensive. LGPRF data shows that from
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2014-15 to 2019-20, on average, councils spent over six times more to reconstruct a
square metre of sealed road ($82) than to reseal it ($13). Additionally, maintaining
roads below intervention level can help reduce the need for some reactive
maintenance, such as fixing potholes.

To assess whether councils' low expenditure puts them at risk of increased costs later,
councils could monitor:

» the proportion of their road network they are keeping below intervention level

» the amount of resealing they perform every year compared with road life span.

Intervention levels

LGPRF data from 2014-15 to 2019-20 shows that, on average, councils had 4 per cent
of their sealed roads above intervention level. This means that the roads were in a
condition that required the council to carry out maintenance to ensure the quality of
the road.

Only one council maintained all of its sealed roads below its intervention level for this
period. Six councils, four of which are metropolitan, had more than 10 per cent of
their sealed road network above their intervention level.

Figure 3C shows the councils that have a higher percentage of roads above their
intervention level than the state average.

FIGURE 3C: Councils with a higher percentage of sealed roads above
intervention level than the state average
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Note: On average across the state between 201415 to 2019-20, councils had 3.8 per cent of their roads above their
intervention level. LGPRF advises councils that where different intervention levels exist for categories or
components of roads, the condition standard should be set at the category or component level and an average
taken for reporting purposes.

Source: VAGO, based on 2014-15 to 2018-19 LGPRF data.

From 2014-15 to 2019-20, on average, 15 per cent of Maribyrnong's sealed road
network was above its intervention level. This is 11 percentage points higher than the
statewide average. Maribyrnong advised us that it deferred works on the judgement
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of council engineers, but could not provide any documentary evidence of this. Relying
on staff judgement, in the absence of objective data and documented rationale, risks
councils making costly mistakes when planning maintenance.

Maribyrnong's performance on this measure has improved over time. In 2019-20, less
than 7 per cent of its network was above intervention level.

For any council, having a high proportion of roads above intervention level suggests
that:

» the council’s intervention level is not practical or evidence-based and requires
review

 the council will face increased future costs, such as more costly road repairs,
reconstruction, and reactive maintenance.

Amount of resealing performed annually

Another way to assess a council's long-term asset planning is to consider its rate of
resealing in the context of the life span of roads in its network.

The life span of a road varies and depends on factors such as surface type and traffic
volume. For example, spray and geotextile seals generally last between five to

15 years. The ARRB best practice guides advise that sprayed seals have lower life
expectancy than asphalt surfaces and require more frequent maintenance.

Data from our questionnaire shows that there were 11 councils who resealed less
than 2 per cent of their sealed network on average per year between 2014-15 and
2018-19. If the councils maintain this rate, it will take them 50 years to reseal or
resurface their entire network. One council resealed just 0.5 per cent of its sealed road
network in a year. For this rate of planned maintenance to be appropriate, the
council’s sealed roads would need to have a useful life of 185 years, which is clearly
not the case.

This suggests these councils could be allowing their roads to deteriorate to a point
where they cease to protect the pavement underneath and lead to costlier repairs.

We asked the 11 councils why they had resealed less than 2 per cent of their sealed
network:

» Six said they had reduced their expenditure, had limited budget or had not
resealed as much they would like to.

* Four said their roads are in an overall condition that does not require resealing.

« One said it was undertaking a high amount of road rehabilitation and
reconstruction due to population growth instead of resealing in the relevant years.

Resealing less due to budgetary constraints means councils are setting themselves up
for increased costs in the future, as this would lead to the need for rehabilitation and
reconstruction. As shown in Figure 1F, not resealing at the appropriate time leads to
deterioration of sealed roads that may eventually require more expensive
rehabilitation.
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Choice of seal type

There are a number of reasons why expenditure may be significantly above total
expected network costs, including councils:

» spending above what their communities require

» making larger upfront investments to reduce long-term costs
 lacking cost-efficient road maintenance programs.

When reporting to the LGPRF, councils can outline reasons for variations in their
performance from year to year. Of the councils that gave reasons in 2019-20 for
resealing costs higher or lower than previous years, over one third pointed to the type
of treatment or seal used, as shown in Figure 3D.

FIGURE 3D: Reasons given for variation in resealing costs
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Source: VAGO, based on 2019-20 LGPRF data.

As outlined in Section 1.2, there are five broad categories of seal type. More
expensive types are more durable, last longer, and are less vulnerable to factors such
as high volumes of traffic.

To analyse the relationship between seal type and cost, we collected data on seal
types for all 79 councils. Our data confirmed the relationship between the cost of
resealing and the seal type councils use. Ten councils that reported using thin or thick
asphalt for their entire network had an average resealing cost of $26.92 per square
metre. By comparison, the seven councils that reported using only spray seal had an
average resealing cost of $4.45 per square metre.

Figure 3E shows the relationship between the percentage of councils' roads with
higher traffic volume and the percentage of a council's road network with the two
most expensive seal types, thin and thick asphalt.
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FIGURE 3E: Percentage of roads with expensive seals compared to high traffic volume roads

Percentage of roads
with expensive seals

100%
80%
60%
[ ]

40%

[ ] Y L J
20% g ®

° [ ]

D]
0% @elb @
0% 10% 20% 30% 40% 50% 60%
Percentage of roads with high traffic volume

Metropolitan Interface @ Regional city Large shire @ Small shire

Note: High traffic volume roads are those with more than 1 000 vehicles on them per day. Expensive seals are thin and thick asphalt.
Source: VAGO, based on VAGO questionnaire data and 2018-19 VLGGC data.

Figure 3E shows that rural and regional councils are significantly more likely to use
less expensive seal types. These councils, overall, have less traffic volume on their
roads. Metropolitan councils, with higher traffic volumes, mostly use more expensive
seals. This is in line with the ARRB best practice guides, which note that the stresses
imposed by traffic should influence choice of seal type.

However, Figure 3E also demonstrates that some councils are using more or less
expensive seal types than other councils with similar traffic volume. For example, one
large shire uses expensive seals for 46 per cent of its roads. One interface council has
expensive seals on only 10 per cent. Both are significantly different from their council
cohorts.

We also found that 10 metropolitan councils used the most expensive seal types—
thin and thick asphalt—for their entire sealed road network. Eight of the councils did
so despite having low traffic volume for between 38 and 64 per cent of their network.
Similarly, Figure 3F outlines an example of how this type of data analysis can reveal
potential overspending.
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FIGURE 3F: Comparison of seal types at two metropolitan councils

Using data from VLGGC and our questionnaire, we compared two
neighbouring metropolitan councils' use of different seal types. Council A
and Council B had similar:

« sizes for their sealed network

e results on VLGGC's cost modifiers (see Section 1.5)

« percentages of high and low traffic roads in their municipality.
Despite these similarities, the councils did not have the same distribution

of seal type. Council A used asphalt for its entire network, whereas
Council B used less expensive spray seals on 25 per cent of its network.

This indicates that Council A may be using the same seal type regardless
of the traffic and cost modifier factors on its roads. This creates a risk that
the council is not achieving value for money for its community.

Note: Councils are not named as they were not audited councils.
Source: VAGO, based on analysis of 2018-19 VLGGC data and VAGO questionnaire data.

The relationship between cost, traffic volume and seal type is one factor that can
explain variations in performance on the LGPRF resealing measure. However, without
this type of data available, councils cannot analyse the extent to which it caused their
variation. They also cannot analyse whether their choice of seal type meets
community needs. Appendix E shows the seal types used by all councils.

Reducing maintenance costs

Monitoring costs

Analysing maintenance costs for sealed and unsealed roads provides insight into
factors that can increase or reduce maintenance costs on these types of roads.
Figure 3G outlines an example of this, where Northern Grampians changed its
grading program to increase cost-efficiency after reviewing unsealed road
maintenance costs. The council only started tracking costs for unsealed roads from
2017-18.

FIGURE 3G: Northern Grampians—grading of unsealed roads

In 2017-18, Northern Grampians graded 1 044 kilometres of road at an
average rate of $700 per kilometre.

After reviewing its unsealed road maintenance costs, the council found
that grading in dry conditions increased operating costs by over four
times. The average operating cost was $550 per kilometre in winter
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compared to $2 300 per kilometre in summer. Operating costs are lower in
winter because staff do not have to spend time wetting the road before
grading.

In 2018-19, Northern Grampians reduced the amount of grading works
completed in dry conditions. As a result, the council:

» graded an extra 214 kilometres of road compared to the previous year,
which is a 20 per cent increase in productivity

» reduced operating costs by 21 per cent.

Source: VAGO, based on information from Northern Grampians.

Joint procurement

Councils can work together to jointly procure works, materials or condition surveys to
reduce road maintenance costs. As part of our questionnaire, we asked councils
whether joint procurement or collaborative tendering had increased or reduced their
resealing or resurfacing costs.

As shown in Figure 3H, 18 of 79 Victorian local councils reported that they used joint
procurement between 2014-15 to 2018-19 and that it reduced their resealing or
resurfacing costs. None of the interface councils reported having joint procurement
that reduced costs.

Two councils reported increased costs from joint procurement. However, these costs
were related to an increase or change in the type of maintenance the council
performed.

FIGURE 3H: Council cohorts reporting reduced costs from joint procurement for
2014-15 to 2018-19

Councils reporting Total number of
Council category reduced costs councils in the cohort
Metropolitan 3 22
Interface 0 9
Regional city 2 10
Large shire 3 19
Small shire 10 19
Total 18 79

Note: Joint procurement includes collaborative tendering. This figure only shows councils that reported having joint
procurement that reduced costs. It does not include councils that may have joint procurement that increased, or did
not have an impact on, costs.

Source: VAGO questionnaire data.
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As shown in Figure 3, the average resealing cost per square metre was lower for the
18 councils with joint procurement ($6.29) than for councils who did not use it ($9.77).
Councils with joint procurement also had lower average costs compared to the
average cost of their council category. This difference in average cost was smallest for
small shire councils (1 per cent) and largest for regional city councils (24 per cent).

FIGURE 3I: Joint procurement and resealing costs
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Note: Interface councils are not included in this figure as none reported joint procurement reducing or increasing
resealing and resurfacing costs. Resealing costs from 2019-20 are not included in order to match the reporting
period for our questionnaire.

Source: VAGO, based on VAGO questionnaire data and 2014-15 to 2018-19 LGPRF data.

Northern Grampians is the only audited council that has a joint procurement
arrangement for road maintenance. It is a member of the Wimmera Regional
Procurement Excellence Network with four other councils:

* Hindmarsh Shire Council

* Horsham Rural City Council

*  West Wimmera Shire Council
* Yarriambiack Shire Council.

In 2014, the network ran a collaborative tender process and entered a five-year
contract for a bituminous surfacing program with a contractor from 2014 to 2019.
Northern Grampians could not quantify the costs saved through the procurement
process. However, it noted that the councils involved considered the financial and
capability benefits of the provider during tender evaluation.

42 | Maintaining Local Roads | Victorian Auditor-General's Report



3.2 Compliance with RMPs

Complying with RMPs is important because:
» completion of planned inspections provides a defence for councils against civil
claims for road defects

+ delays in scheduled inspections or maintenance could compromise the quality of
the road for users

 failure to complete planned maintenance may lead to increased council
expenditure on reactive maintenance.

Meeting RMP timeliness standards

Inspections

Councils' RMPs outline the number of proactive inspections the council will perform
for different classes of road across a set period, usually one year.

Failure to comply with timeliness standards in their RMPs may expose councils to civil
liability, as discussed in Section 1.6.

Figure 3J shows that none of the audited councils have completed all planned
inspections outlined in their RMPs for 2014-15 to 2018-19 on time. Yarra Ranges was
the closest to full compliance, with three years above 99 per cent completion on time.

FIGURE 3J: Percentage of inspections that met RMP response timelines
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Note: This figure is based on inspections that have completion dates recorded. For Northern Grampians, this figure does not include inspections data for
urban link roads and any roads that require inspections less than once a year. Northern Grampians could not provide proactive inspections data for 2014-15
or 2015-16. Maribyrnong could not provide sufficient proactive inspections data for 2014-15 to 2018-19 to allow for this calculation.

Source: VAGO, based on data from audited councils.
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Defect responses

Councils' RMPs also outline response times for different defects across their road
networks. For example, Bendigo’'s RMP notes that the council will respond within two
weeks to potholes that are:

* in the traffic lane of a sealed road
» larger than 300 millimetres in diameter and 50 millimetres in depth

* on a hierarchy 1 road. Councils set their own definitions
of road hierarchies in their RMPs
As shown in Figure 3K, the audited councils’ completion of defect responses within based on factors such as type of
t ti f I than fori i road, traffic volume and speed
set timeframes was lower than for inspections. and general use.

FIGURE 3K: Percentage of defect responses that met RMP response timelines
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Note: Figure is based on defects that have completion dates recorded. Maribyrnong was unable to provide data for 2014-15, 2015-16 and 2016-17.
Northern Grampians was unable to provide data for 2014-15 and 2015-16.

Source: VAGO, based on data from audited councils.

Documenting RMP compliance

All audited councils, with the exception of Bendigo, had gaps in their records of RMP
compliance. This makes it difficult for councils to:

» determine whether they have met the timeliness standards set out in their RMP

» show they are meeting road maintenance duties if a civil claim or complaint is
made against them.

Inaccuracy

Three audited councils had inaccurate records of dates they completed inspections or
defects.
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Gannawarra’s records incorrectly showed inspections it completed on the due date as
late because its system incorrectly set an earlier time for completion. As a result,
Gannawarra showed a higher percentage of non-compliance for inspections. It
updated its system during our audit to address this.

Northern Grampians and Yarra Ranges incorrectly marked a proportion of defect
rectifications as incomplete even when they had repaired them as part of other road
projects or programs. For example:

» Northern Grampians did not update their records for 228 edge break defects
repaired under its shoulder grading program.

» Yarra Ranges repaired surface cracks as part of their resealing and resurfacing
program but did not record their completion dates.

These gaps in data mean the councils cannot be assured of how many outstanding
inspections or defects they have, and if they had completed them on time.

Access to previous RMP compliance data

Both Maribyrnong and Northern Grampians cannot access inspections and defect
response data recorded prior to implementing new road management systems:

» Maribyrnong does not have inspections data covering 2014-15 to 2018-19 or
defect response data prior to September 2017.

» Northern Grampians does not have inspections or defects data prior to July 2016.

Northern Grampians advised us it was unable to integrate the data from the old
system to its new system. As a result, staff were initially required to work from both
systems and did not address some defects.

The lack of historical data means that Maribyrnong and Northern Grampians cannot
assure past compliance. It also makes it difficult for these councils to evaluate whether
their RMP standards are practical for the council to meet. It also prevents them from
looking at trends in their performance in relation to their RMPs, which we discuss in
Section 3.3.

Accessibility of data
Easily accessible data helps councils to regularly monitor their compliance and use the
data to inform their decisions on resourcing and work allocations.

Maribyrnong has a road management system that produces dashboards that report:

+ its overall compliance rates
» outstanding works
» number of defects for each road asset type.

These also allow council staff to set date parameters to allow for comparisons over
days, months or years. This information allows Maribyrnong to easily identify
resourcing issues and road asset types that need to be prioritised. This data also
provides insight on factors that can contribute to non-compliance of RMP standards.
Figure 3L is a sample of Maribyrnong's dashboard.
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FIGURE 3L: Maribyrnong's 2018-19 reactive maintenance dashboard
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Source: Maribyrnong.

Similarly, Bendigo’s road management system allows it to automatically produce RMP
compliance reports. Except Bendigo and Maribyrnong, audited councils rely on
manual calculations to determine RMP compliance rates. This can be time-consuming
and risks inaccuracies.

3.3 Measuring RMP performance

Measuring performance against RMP standards is important because it helps
councils:

» understand whether they are meeting RMP standards

+ identify factors that affect their performance, such as a lack of staff

» evaluate their performance over time through collecting the same data for each
reporting period.

Four out of five audited councils' RMPs describe an approach to monitoring
compliance of RMP standards (see Figure 3M).
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Gannawarra is the only audited council that does not include this information in its
RMP. Without this, Gannawarra cannot show its community that it has formal
reporting requirements and that it is consistently monitoring compliance.

FIGURE 3M: Compliance monitoring approach outlined in council RMP

Audited council Compliance monitoring approach

Bendigo Measures council performance against RMP on a quarterly
basis (see Figure 3N)

Gannawarra Under development

Maribyrnong Inspects roads to determine if they comply with service
levels

Northern Grampians Conducts internal audits every six months to test

effectiveness of RMP

Yarra Ranges Produces annual performance and compliance reports

Conducts regular audits to ensure all management systems
for roads are delivering adopted service levels

Source: VAGO, based on audited councils' RMPs.

Bendigo is the only audited council that has clear performance measures outlined in
its RMP. As shown in Figure 3N, Bendigo's quarterly reviews of its performance have
allowed it to identify and respond to resourcing issues.

47 | Maintaining Local Roads | Victorian Auditor-General's Report



FIGURE 3N: Bendigo's performance measures

Bendigo has three performance measures outlined in its RMP:

Proactive inspection frequencies are within the prescribed schedule.
Reactive inspections are undertaken within the prescribed time.

Inspection defects above intervention level are responded to within the
prescribed time.

Bendigo reviews its performance against these measures on a quarterly
basis. In September 2018, as part of its quarterly review, Bendigo reported
that:

it achieved 97-100 per cent of proactive inspections each month over
the last three months

average response time to customer requests was 4.7 days, which is
better than the RMP standard of 15 days

it had a high number of outstanding concrete footpath and guidepost
defects compared to other road assets

there were significant delays in the proactive grading program.

The council found that grading was delayed as staff responsible for
grading were travelling excessively to respond to RMP defects on time. It
decided to discuss solutions with grading staff and prioritise footpath
defects because they present a higher risk of civil claims.

Source: VAGO, based on information from Bendigo.
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Submissions and comments

We have consulted with Bendigo, Gannawarra, Maribyrnong, Northern Grampians,
and Yarra Ranges, and we considered their views when reaching our audit
conclusions. As required by the Audit Act 1994, we gave a draft copy of this report, or
relevant extracts, to those agencies and asked for their submissions and comments.

Responsibility for the accuracy, fairness and balance of those comments rests solely
with the agency head.

Responses were received as follows:

Bendigo 50
Gannawarra 55
Maribyrnong 60
Northern Grampians 65
Yarra Ranges 70
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Response provided by the Director Presentation and Assets, City of Greater Bendigo

CITY OF GREATER
Enquiries:  Brett Martini
T 03 5434 6074
E b martini@bendigo vic gov au

4 March 2021

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General's Office
Level 31/35 Collins Street
Melbourne Vic 3000

Dear Auditor-General,
Re:  Audit Report on Maintaining Local Roads

Thank you for your letter inviting submissions and comments in relation to the
recommendations contained in the Audit Report on Maintaining Local Roads.

It is pleasing to note that City of Greater Bendigo (CoGB) officers have engaged proactively
with your audit team to ensure that discussions were beneficial to both parties and that
timeframes and milestones were met.

CoGB appreciated the opportunity to be a part of this audit and the recommendations
contained in the report are accepted. The actions identified from the recommendations through
the audit process are outlined in the attached Action Plan. It was pleasing to note that CoGB
was highlighted as having better performance than the other audited councils in several areas.
CoGB will continue to continue to identify improvement opportunities including the areas
highlighted.

We would like to thank the Audit Team for their constructive and collaborative approach in

undertaking this audit and CoGB welcomes your continued feedback as we implement the
actions from the recommendations.

Yours sincerely
et

BRIAN WESTLEY
DIRECTOR PRESENTATION AND ASSETS

Greater Bendigo City Council
Address: 195-229 Lyttleton Terrace, Bendigo

Hearing or speech impaired? Postal Address: PO Box 733, Bendigo VIC 3552
Call us via the Mational Relay T: 035434 8000
Service on |33 677 or E: requests@bendigo vic.gov.au

www.relayservice.com.au

W waew. bendigo. vie.gov.au
and ask for 03 5434 6000

ABN 74 149 638 164
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Greater Bendigo City Council action plan to address recommendations from

OFFICIAL: Sensitive

Response provided by the Director Presentation and Assets, City of Greater Bendigo—continued

Maintaining Local Roads
Completion
No. VAGO recommendation Action date
1 Set and document The City of Greater Bendigo Navember
timeframes to survey {CoGB) documents the 2021
the condition of sealed | timeframes for both sealed and
and unsealed road unsealed road condition
networks with inspections in its “Asset
consideration of Valuation and Revaluation
Australian Road Policy. When this policy is
Research Board’s Best reviewed the existing
practice guide for sealed | documented timeframes will be
roads and Best practice reviewed with consideration of
guide for unsealed roads | ARRBs best practice guidelines
2 Review road surveying CoGB will review the current December
methods and consider visual road surveying practices | 2021
options to incorporate and documentation to ensure
technologically consistent and repeatable data
advanced surveying collection is being obtained
equipment using the current visual survey
technigue. The benefits and
costs associated with use of
alternative road surveying
technigues will be explored and
compared with the current
visual survey techniques.
3 Review specifications of | A response to this November
current predictive recommendation has 2021

modelling software for
roads and evaluate the
need to procure, or
jointly procure with
other councils, an
alternative software that
integrates with other
key council systems and
is fit-for-purpose

commenced with additional
staff resources engaged to
consider alternative predictive
modelling software that best
suites the organisation. A
review of the existing software
will be undertaken along with
evaluation of alternative
software, If achange in
software is recommended, then
this will be considered by
Council as part of the
preparation of future budgets.
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Response provided by the Director Presentation and Assets, City of Greater Bendigo—continued

Provide communities
with detailed
information on service
levels for road
maintenance and collect
their feedback at least
once every two years

Engagement of the community
in matters of Council
maintenance has been a
challenge for the sector for
many years. Currently the
review and adoption of changes
to Councils Road Management
Plan has required public
consultation. However typically
the level of interest and input
from the community has been
low. With unsealed roads, the
ability to meet service
standards is particularly
challenging due to weather
impacting on the ability to
undertake maintenance
treatments that are long lasting
at certain periods during the
year.

The CoGB will engage with the
community through the current
review of the RMP and broader
development of the Community
Plan. Further development of a
communication strategy for
community engagement in
relation to road maintenance
will be developed.

February
2022

Set unit rates for
reactive maintenance
to:

* Determine the
adequacy of planned
maintenance in reducing
reactive maintenance
costs

* Compare costs of
different road
maintenance activities

CoGB has costs for a range of
maintenance treatments. These
treatments are evaluated by
experienced engineering staff
however it is recognised that
benefits could be achieved by
improved evaluation and
documentation of the planned
maintenance treatments.
Linking routine maintenance
costs with plannad
maintenance treatments is a
challenge for individual councils
given the variables and
timeframes associated with
gaining data. CoGB will continue
to rely on industry information
such as that produced by ARRB
and evaluation by experienced
engineering staff. Information is
known regarding the guantity

December
2021
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Response provided by the Director Presentation and Assets, City of Greater Bendigo—continued

and location of reactive
maintenance works. COGB will
explore options to better record
the costs of reactive
maintenance treatments by
type and asset to produce unit
rates for the types of reactive
maintenance works and assist
in quantifying the cost of
reactive maintenance works.

Record and maintain As outlined in the report, CoGB | Ongaing
road condition data for | currently undertake this task
its unsealed road and will continue to do soin
network accordance with the current
inspection timelines.
Ensure data reported to | Quality Management June 2021
the Victorian Local pracedures are in place for the
Government Grants preparation of data to other
Commission and as part | authorities, These procedures
of the Local Government | will be reviewed and updated
Performance Reporting | s appropriate.
Framework is accurate
by:
* Complying with
relevant instructions
* Establishing gquality
ASSUrance processes
over data collection and
submission
* Periodically reviewing
data to identify errors
Identify, collect and CoGB has a range of December
internally report on data | information that can be further | 2021

necessary to understand
whether the council is
achieving long-term
value for money in road
maintenance, including:
* Expenditure on
planned and reactive
maintenance

* Use of different seal
types

* Amount of resealing
completed

evaluated to meet the
recommendation. As
highlighted above much of this
work is being undertaken as
part of management of the road
network however the value of
additional evaluation and
reporting is recognised.
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g Undertake self- As highlighted in the report the | July 2021
assessments of the cost | quality of data along with
of road maintenance variations between Councils in
against similar councils | relation to a wide range of
by: wvariables such as traffic
* Using publicly volumes, maintenance
available data from the | treatments, asset condition, etc
Local Government make it difficult to compare
Performance Reporting councils based on the available
Framework and the data. The City will review the
Victorian Lacal available benchmark data, but
Government Grants greater benefit is seen by the
Cofmimission ongoing review of internal
*hcarparating detsiled processes to ensure that the
analysis of factors such Most ?ppmpnate and cast .

& tafflcvoluiiie and effective planned and reactive
Al sk esta maintenance is undertaken.
understand whether

costs are commensurate

with community needs

10 | Document all council N/& — Maribyrnong City Council | N/A
decisions about road
maintenance, including
decisions to defer
resealing

11 | Collect and retain data | CoGB has a comprehensive and | ongoing
on compliance with complete data base of RMP
timeliness standards in compliance regarding timelines
road management plans defined in the RMP. This

information is available to
supervising staff in real time.

12 | Establish performance | The CoGB RMP contains Ongoing
measures for road comprehensive performance
management plans and | Measures and also specifies
use them to annually that the reviews of these
review performance and | performance measures be
the practicality of undertaken quarterly and
standards set out in the | annually. This information is
plans automatically generated into

reports that are presented to
and discussed with Senior
Management at the quarterly
and annual meetings.
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N\~

GANNAWARRA

Shire vheil

Our Ref: 3.000168
IN21/1EBA712D
CG:MS

2 March 2021

Mr Andrew Greaves
Auditor General
Victorian Auditor-General’s Office

Dear Mr Greaves
Proposed Performance Audit Report — Maintaining Local Roads

The Gannawarra Shire Council would like to thank the Auditor General for the Audit Report
which demonstrates the complexity of road maintenance. We have completed and submitted
our action plan and comments, which we understand will be attached with the parliamentary
report.

Council is committed to providing an affordable and reasonable level of service to meet the
community’s expectation of our extensive road network. Whilst our Council has made excellent
progress in minimising our renewal gap, we understand that closing the renewal gap still is a
major challenge for many rural and regional Councils across the Victorian sector.

Council was pleased to contribute input into this important audit and equally provide context of
the importance and challenges of road maintenance from a small rural council perspective.

Yours sincerely

oyt

Cr Charlie Gillingham
MAYOR

PATCHELL PLAZA, 47 VICTORIASTRICT, KERANG VIC 3579 | PO BOX 287, KLRANG VIC 3579
TEL: (03] 5450 9333 FAX: {03) 5430 3023 council @psc.vic.pov.au | ABN 98 993 182 937
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Gannawarra Shire Council action plan to address recommendations frem Maintaining Local Roads

No. VAGO recommendation Action Completion date
1 Set and document Council is actively reviewing and/or December 2022
timeframes to survey the redrafting all of its asset management
condition of sealed and documentation. The development of an
unsealed road networks action plan, as part of a newly redrafted
with considération of Asset Management Strategy, lists the
Australian Road Research revision of asset inventory and condition
Board's Best practice guide asslessnjnent manuals .'?s a h|gh priority for
action in 2022. Coundil last inspected
JoF, SE_MM rf:ads and geat sealed and unsealed roads during 2019 and
practice guide for unsealed currently inspects roads on a three year
roads (see Section 2.1) cycle. Council will next undertake a survey
of roads during 2022.
2 Review road surveying Council does not see economic advantages | December 2022
methods and consider in broadscale use of advanced technology
options to incorporate to assess the condition of its road network
technologically advanced and will continue to rely heavily on visual
surveying equipment (see assessment. Notwithstanding the
Section 2.1) preceding comment, Council will
investigate the efficacy of advanced
technology on selected roads such as those
with high traffic volumes. Current
limitations on resources preclude such
investigations for the near future.
3 Review specifications of Prior to the consideration of predictive December 2023
current predictive modelling software, Council will
modelling software for progressively improve the quality of its
roads and evaluate the road data such that predictive analysis
need to procure, or jointly might be undertaken with some
procure with ather expe_cte_ltion of rel_iability. Prucur?mem.: of
courile: A alternatie pre::hctwe_ modelling software will again be
) reviewed in 2023. (Refer also the response
software that integrates :
) to point 1 above)
with other key council
systems and is fit-for-
purpose (see Section 2.1)
4 Provide communities with | Council is currently planning the review of | December 2021
detailed information on its Road Management Plan. As part of this
service levels for road review, a redraft of service levels is
maintenance and collect proposed with the aim of improved
their feedback at least once | community awareness and feedback. This
every two years (see process will have commenced by lune
Section 2.2) 2021 and is aimed for completion by
December 2021. The redrafted RMP will
incorporate updated review and
community feedback provisions
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Response provided by the Mayor and Chief Executive Officer, Gannawarra Shire Council—continued

Set unit rates for reactive The implementation of a maintenance December 2023
maintenance to: management system integrated with both
finance and asset management systems
¢ determine the adequacy | il improve the understanding of
of planned maintenance in | maintenance effort, effectiveness, and
reducing reactive efficiency. Such implementation is referred
maintenance costs to the current draft asset management
strategy and its action plan. Council will
* compare costs of review its existing MMS arrangements for
different road maintenance | jig adequacy to report reactive
activities (see Section 2.3). | maintenance costs. A revised/new MMS
will allow Council to better report and
analyse costs and document unit rates. In
the context of council’s strategic asset
management action plan, this is a low
priority and set for 2023.
Record and maintain road N/A N/A
condition data for its
unsealed road network Yarra Ranges Shire Council only.
(see Section 2.1)
Ensure data reported to Improved data accuracy will come from December 2023
the Victorian Local both the revised system (assessment
Government Grants manuals) and diligence in recording of
Commission and as part of | asset data. Refer also 1 above. Improved
the Local Government data will be available in 2023. The
Performance Reporting document review (1 above) also seeks to
Framework is accurate by: | review and redraft the suite of valuation
i ) processes that seek to better record and
= complying with relevant : 3
. E report asset inventory and valuations.
instructions o
Council will also seek to address the level
« establishing quality of resources devoted to asset
assurance processes over management.
data collection and
submission
= periodically reviewing
data to identify errors {see
Section 3.1)
|dentify, collect and Improved data acquisition (refer to December 2023

internally report on data
necessary to understand
whether the council is
achieving long-term value

response 1 above) and the implementation
of a new/revised maintenance
management system (refer to response 5
above) will provide Council with a body of
data that can be reported to Council and
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for money in road analysed. Council will continue to provide
maintenance, including: flexibility within contractual arrangements
to consider and use alternative seal types
« expenditure on planned | ¢ 3nd when they can demonstrate cost
and reactive maintenance | efficiency and effectiveness. Council has
. adopted and demonstrated that it achieves
= use of different seal types ¥ 7
anear 15-year cycle (when including
* amount of resealing construction effort) in resealing
completed (see Section treatments. Council considers this to be
3.1) sound value for money and proposes to
continue this practice.

9 Undertake self- Coundil currently undertakes self- December 2022
assessments of the cost of | assessment of the cost of road
road maintenance against maintenance using publicly available data.
similar councils by: |Improvements to the value of such

comparisons are expected following the
* using publicly available implementation of the steps outlined in
data from the Local the responses 1, 5 and 7 above.
Government Performance
Reporting Framework and
the Victorian Local
Government Grants
Commission
« incorporating detailed
analysis of factors such as
traffic volume and road
surface to understand
whether costs are
commensurate with
community needs (see
Section 3.1).

10 | Document all council N/A N/A
decisions about road
maintenance, including Maribyrnong City Council only
decisions to defer resealing
(see Section 3.1}

11 | Collect and retain data on Council currently collects and retains data December 2021
compliance with timeliness | relating to compliance with its Road
standards in road Management Plan (RMP). Council plans to
management plans (see review the RMP this year and aims to
Section 3.2) improve documentation, undertake an

education program for system users, and
improve compliance. Council intends to
have the review started by July 2021 and
be complete by December 2021.
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12 | Establish performance As part of the RMP review referred to in December 2021
measures for road response 11 above, revised performance
management plans and use | Measures will be drafted. Similarly, review
them to annually review processes within the plan intend that

performance against the nominated
measures will be reported annually to
Council.

performance and the
practicality of standards set
out in the plans (see
Section 3.3)
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Maribyrnong City Council
Street Address:
Cnr Napier and Hyde Streets P: (03) 9688 0200
Footscray F: (03) 9687 7793 < Mari
ibyrnon
Postal Address: email@maribymong.vic.gov.au ):m cgm%
PO Box 58, Footscray, Vic 3011 www.maribyrnong.vic.gov.au
3 March 2021

Mr Andrew Greaves

Auditor — General

Victorian Auditor — General’s Office
Level 331/35 Collins St

Melbourne VIC 3000

Dear Auditor — General
Proposed Performance Audit Report — Maintaining Local Roads
Thank you for your letter dated 17 February 2021 inviting submissions and comments in relation to the

recommendations contained in the Proposed Audit Report — Maintaining Local Roads

Maribyrnong City Council welcomes the findings and recommendations of the report on how we can improve
our road management practices to ensure better service delivery and value for money to our community.

| have discussed the proposed report, findings and recommendations with Council's Director Infrastructure
Services and Manager Assets & Capital. In response to the recommendations and findings, we are committed
to take the following actions

VAGO
No. recommendation Action Completion date
10 | Document all council The decisions to defer resealing of roads 30 June 2021

decisions about road are made in different circumstances, like

maintenance, including | State Government's Major Projects

decisions to defer overlap (West Gate Tunnel), utility works,

resealing (see Section | and rapid detericration of other sections of

3.1). road where program needs to be

reshuffled for budget requirements,
Maribyrnong City Council will prepare a list
of roads for resealing based on predictive
modelling for four years. Any decisions to
defer resealing will be recorded in the
forward renewal program with proposed
year to be undertaken. The forward
renewal program will be recorded in
Council's Electronic Document
Management System and only relevant
officers will be authorised to make
changes.

NRS: 133 £77 or 1300 555 727 m
) wwow relayservice.com.au TIS: 131 450 a Printad on 100% recycled papar
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Maribyrnong City Council

Street Address:

Cnr Napier and Hyde Streets P: (03) 9688 0200

Footscray F: (03) 9687 7793 <
Postal Address: email@maribymong.vic.gov.au

PO Box 58, Footscray, Vic 3011

www.maribyrnong.vic.gov.au

Maribyrnong

CITY COUNCIL

1 set and document
timeframes to survey
the condition of sealed
and unsealed road
networks with
consideration of
Australian Road
Research Board's Best
practice guide for
sealed roads and Best
praciice guide for
unsealed roads (see
Section 2.1)

Maribyrnong City Council undertakes
condition surveys every 4 years, which
aligns with the ARRB best practice guides
and coincides with the Local Government
asset valuation requirement.

N/A

2 review road surveying
methods and consider
options to incorporate
technologically
advanced surveying
equipment (see
Section 2.1)

Council recently awarded road condition
audit contract to ARRB. ARRB proposed
vehicle mounted surveying, however were
unable to secure one for this contract due
to time constraints. Council will incorporate
this in the subseguent condition audits
starting in 2024/25.

30 June 2024

3 review specifications of
current predictive
modelling software for
roads and evaluate the
need to procure, or
jointly procure with
other councils, an
alternative software
that integrates with
other key council
systems and s fit-for-
purpose (see Section
2.1)

Council currently uses predictive modelling
software to develop road renewals
program. Council will seek for partnership
with other Councils and explore available
systems that is capable of integrating with
Council's corporate system whilst
delivering sound predictive modelling.

30 June 2022

4 provide communities
with detailed
information on service
levels for road
maintenance and
collect their feedback
at least once every two
years (see Section 2.2)

In place. Council does provide a six
monthly report to its Audit and Risk
Committee on compliance with Road
Management Plan. Council also collects
data through annual community
satisfaction survey on road maintenance.

N/A

NRS: 133 877 or 1300 555 727
) weww relayservica com au

m TIS: 131 450
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Maribyrnong City Council
Street Address:
Cnr Napier and Hyde Streets P: (03) 9688 0200
Footscray F: (03) 9687 7793 < Mari
ibyrnon
Postal Address: email@maribymeng.vic.gov.au ):.n cgm%

PO Box 58, Footscray, Vic 3011 www.maribyrnong.vic.gov.au

set unit rates for
reactive maintenance
to:

* determine the
adequacy of planned
maintenance in
reducing reactive
maintenance costs

= compare costs of
different road
maintenance activities
(see Section 2.3).

In place. Council entered panel service
arrangement for reactive maintenance in
2019 based on schedule of rates through
competitive tendering process,

Council will develop a procedure to review
reactive maintenance cost on roads with
high maintenance requirement against
planned maintenance.

N/A

30 June 2022

ensure data reported
to the Victorian Local
Government Grants
Commission and as
part of the Local
Govemment
Performance
Reporting Framework
Is accurate by:

* complying with
relevant instructions

= establishing quality
assurance processes
over data collection
and submission

« periodically reviewing
data to identify errors
(see Section 3.1)

Council will develop internal procedure
(manual) to provide information to LGPRF
and ensure compliance with the data
collection requirements. Procedure to be
reviewed no later than every 4 years.

30 June 2022

identify, collect and
internally report on
data necessary to
understand whether
the council is achieving
long-term value for
money in road
maintenance,
including:

« expenditure on
planned and reactive
maintenance

* use of different seal
types

= amount of resealing
completed (see
Section 3.1)

Council will develop procedure to collect
reactive maintenance data from annual
inspection to ensure planned maintenance
is informed in part by reactive
maintenance needs,

Use of seal types are currently based on
industry best practice guidelines.
However, Council seeks proposals from
contractors on recycled/sustainable
products that meets State road authority’s
technical specification.

Council will develop a process to
benchmark resurfacing cost (unit rates) to
cohort Councils to ensure value for
money.

30 June 2022

NRS: 133 877 or 1300 555 727
) weww relayservica com au

E TIS: 131 450
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Maribyrnong City Council

Street Address:

Cnr Napier and Hyde Streets P: (03) 9688 0200

Footscray F: (03) 9687 7793 < :

Postal Address: email@maribymong.vic.gov.au Mari b):.m;g,.n;%
PO Box 58, Footscray, Vic 3011 www.maribyrnong.vic.gov.au

9 undertake self- Council will investigate the opportunities to | Ongoing
assessments of the collaborate/joint procure for resurfacing of
cost of road sealed roads with other adjacent Councils
maintenance against to ensure competitive unit rates.
similar councils by:

* using publicly Council currently engages external
available data from the | consultants to provide details on asphalt
Local Government treatment requirements that considers
Performance traffic volume, traffic type and speed limit.
Reporting Framework | This process gives assurance that

and the Victorian Local | technical specifications of planned
Government Grants maintenance reflects the community and
Commission user needs,

= incorporating detailed

analysis of factors

such as traffic volume

and road surface to

understand whether

costs are

commensurate with

community needs (see

Section 3.1).

11 | collect and retain data | Council's current system collects and N/A
on compliance with retains the data for both compliances and
timeliness standards in | non-compliances with the Road
road management Management Plan.
plans (see Section 3.2)

12 | Establish performance | Council's current Road Management Plan | 30 June 2021
measures for road does not have a performance measure. A
management plans percentage based compliance measure
and use them to will be incorporated in the next review (due
annually review 30 June 2021). Compliance with RMP is a
performance and the departmental action and is quarterly
practicality of reported to Council's Corporate
standards set out in Performance team and six monthly to
the plans (see Section | Council's Audit and Risk Committee
3.3).

NRS: 133 677 or 1300 555 727

www.relayservice.com.au

m TIS: 131 450
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Maribyrnong City Council

Street Address:
Cnr Napier and Hyde Streets P: {03) 9688 0200
Footscray F: (03) 9687 7793 < Mari

ibyrnon
Postal Address: email@maribymong.vic.gov.au )c(m cgmg
PO Box 58, Footscray, Vic 3011 www.maribyrnong.vic.gov.au

Maribyrnong City Council is committed to improving our road management practices. We welcome VAGO
periodic review of our improvement action plan in implementing these recommendations. The report and
improvement action plan will be discussed with Councillors at a briefing and presented to the Ordinary Council
meeting once the document is made publically available.

Yours faithfully

B -

Stephen Wall
Chief Executive Officer

NRS: 133 677 or 1300 555 727 m
www.relayservice.com.au TIS: 131 450 Printed on 100% recycled paper
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—
Grampians

SHIRE*COUNCIL

9 March 2021

Enquiries: 03 5358 8700

MrAndrew Greaves

Auditor General

Victorian Auditor-Generals Office
Level 31/35 Collins St
MELBOURNE VIC 3000

Dear Mr Greaves
Response to Proposed Performance Audit Report — Maintaining Local Roads

In response to the Proposed Performance Audit Report - Maintaining Local Roads, Council has been provided
many opportunities to consider the draft report and provide feedback. The process has been fair, robust, and
considered.

The audit has provided Council with an opportunity to stop and analyse its process and enact some immediate
cotrections. Furthermore, the report has prompted some careful consideration regarding Council's proactive vs
reactive road maintenance spend.

Council aims at addressing the audit recommendations via the Action Plan below and where Council is already
addressing the recommendation, it aims to continually review the action taken and ensure its appropriateness.

* CONTACT US COMNMNECT WITH US

SHIRE'COUNCIL

3 . : therngrampiansshire
Northern Grampians Shire Council F

LIVE | WORK | INVEST | VISIT
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‘ No. ‘ VAGO recommendation Action Completion
date
1. Setand document Northern Grampians Shire Council (NGSC) surveys July 2020
timeframes to survey the both sealed and unsealed road condition once every
condition of sealed and fouryears to collect condition data to influence future
unsealed road networks road treatments. These inspections are also a
with consideration of requirement for accessing emergency disaster
Australian Road Research | funding.
Board's Best practice guide
forsealed roadsand Best | Last assessmentwas completed in July 2018 and the
practice guide forunsealed | next survey is due December 2022. These inspections
roads (see Section 2.1) are outsourced from specialist who use state of the
art equipment to achieve the best results.
These requirements are documented in our Asset
Management Framework intemnal site, which was last
updated July 2020.
2. Review road surveying As partof the surveys mentioned in item 1, NGSC June 2018
methods and consider invites specialist companies through Council
options to incorporate procurement processes, to carry out these works,
technologically advanced
surveying equipment (see | In 2012 NGSC initiated advance surveying systemon
Section 2.1) assets and Council hassince continued that same
advance surveying system in 2018. To further improve
the knowledge of its asset condition Council engaged
a specialist company to do a depth testing on a
sample of its unsealed roads in 2018.
This is consistent with ARRB best practice guides.
- Review specifications of NGSC is looking into its current predictive software June 2023
current predictive provider and understands it can integrate with the
modelling softwarafor Asset database.
roads and evaluate the
need to procure, orjointly | Thisadvancementin system is not only significantly
procure with other costly but also a significant project ensuring the
councils, an alternative systems and data can work together.
software that integrates
with other key council The integration has been highlighted to be the next
systems and is fit-for- step in system development and this project needs to
purpose (see Section 2.1) | be developed further.
NGSC is also open to other options like joint
procurement, to bring the costs down.

ngshire@ngshire.vic.gov.au
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Provide communities with | Council isin the process of reviewing its Asset December
detailed informaticn on Management Plan and Road Management Plan. 2021
service levels for road During this process it is intended to engage the
maintenance and collect community regarding level of service to ensure that
their feedback at least the product is agreeable between the two parties
once every two years (see | (Council and the community)
Section 2.2)
Asset Management Plans will be reviewed annually to
ensure they remain current, and Council intends to
seek community engagement in that review
biannually.
Set unitrates for reactive Council monitors its grading of unsealed roads and June 2024
maintenance to: tracks the extent of roads graded vs the cost of the
o determine the work performed. This provides Council an indicative
adequacy of idea of the cost of work and has already seen
planned significant correction in it grading practices due to
maintenance in this. It is Council's long-term planto be able to
reducing reactive monitor all maintenance work in a comparable way.
maintenance costs
e compare costs of NGSC is evolving its use of the maintenance module
different road of the Asset Management Information System (Assetic
maintenance Cloud). The use of this moduleis providing the
activities (see capacity to gatheran enormous amount data which
Section 2.3). can be used to influence future works, including unit
rates for individual work tickets undertaken.
As Council's maturity evolves with the system ouraim
is to have the system provide relevant data to assess
the adequacy of its process including unit cost
monitoring for reactive works.
N/A
Ensure data reported to NGSC has Assetic Cloud as an only source of true data | June 2020

the Victorian Local
Government Grants
Commission and as part of
the Local Government
Performance Reporting
Framework is accurate by:
e complying with
relevant
instructions
* establishing quality
assurance
processes over
data collectionand
submission
* periodically
reviewing data to

forall assets.

When reporting on Asset data, both Finance and
Asset teams are involved. Thisis to ensure thatthe
information communicated is consistentand accurate.
Furthermore, the information is quality checked by
the managers of the two departments.

ngshire@ngshire.vic.gov.au
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identifyerrors (see
Section 3.1)

8. ldentify, collect, and Through an annual assessment of Council June 2021
internally report on data performance against its Asset Management Plan
necessary to understand | Council intends to monitor its peformance and allow
whetherthe council is Council to continually review its proportional Planned
achieving long-term value | and Reactive spend.
for money in road
maintenance, including: This performance monitoring is planned to be based

« expenditure on on the Conditional, Functional and Utilisation service
planned and level requirements.
reactive
maintenance Furthermare, the regular asset condition assessments
o use ofdifferentseal | will be used to determine the appropriateness of the
types road degradation graphs and by doing this Coundil
e amountof can determine if treatments are acting as intended
resealing throughout the life of the asset.
completed (see
Section 3.1)

9. Undertake self- Council has accessto publicdata madeavailable by | June 2021
assessments of the cost of | the Grants Commission and Local Government
road maintenance against | Performance Reporting Framework and intends to
similar councils by: bring this data into its Asset Management Planning

* using publicly Review process mention in [tem 8.
available data from
the Local Council takes a designed approach to the treatment
Government of its roads and being a small rural Council, therefore
Performance achieving greatervalue for money is second nature.
Reporting This means that the treatment a road receives is
Framework and the | always based on the need, considering traffic load and
Victorian Local type. At this point Council does not assess its design
Government Grants | standards used to determine the treatment, against
Commission similarcouncils but will be a consideration in the

+ incorporating development in the Road Management Plan and
detailed analysis of | Asset Management Plan review process.
factors such as
trafficvolume and
road surface to
understand
whether costs are
commensuratewith
community needs
(see Section 3.1).

10. N/A

ngshire@ngshire.vic.gov.au
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Response provided by the Chief Executive Officer, Northern Grampians Shire Council—continued

11. | Collectand retain dataon | The maintenance module of Assetic Cloud isusedto | June 2020
compliance with timeliness | lodge and track Road Management Plan defect and

standardsin road inspection schedules. This is now available onsite and
management plans (see monitoring of this system Is established for all works
Section 3.2) supervisors. This was considerad one of the biggest

blockers in Council's management of its defect
response. Staff can sign off and monitor RMP
compliance effectively without any blockers.

With Assetic Cloud in full implementation, NGSC has
increased its capacity to gatherand retain asset data,
and all historical data is available aswhen required.

12. | Establish performance RMP specific KPIs are set for all relevant staff, and June 2020
measures for road reviews are done at six months and 12 months
management plans and intervals.

use them to annually
review performanceand
the practicality of
standardssetoutin the
plans (see Section 3.3).

| thank you forthe opportunity to be involved in the audit process as| believe it has been beneficial to
Councils delivery of read maintenance moving forward.

If there are any further enquiries regarding the responses provided above, Trenton Fithall in my officecan be
contacted on 03 5358 8700 or via email at trenton.fithall@ngshirevic.gov.au forany further information.

Yours faithfully,

(%K;J.-ﬂ, -T(P:. ==

LIANA THOMPSON
CHIEF EXECUTIVE OFFICER

nn
@ o o @ %Q ngshire@ngshire.vic.gov.au
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Response provided by the Chief Executive Officer, Yarra Ranges Shire Council

Yarra Ranges Council

Enquiri Offi f the CEO Shang
nquiries: ice of the Likvdaile Vi 31 40
Telephone No: (03) 9294 6101 SRS

Call 1300 383 333

Fax 03 8735 4249 Yarra

mail@yarraranges. vic.gov. au Hanges

3 March 2021 W yaTEranges. vic.gov. au Council
Mr Andrew Greaves

Auditor-General

Victorian Auditor General's Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

RE: Proposed Performance Audit Report — Maintaining Local Roads

Thank you for your correspondence dated 17 February 2021, providing Yarra Ranges
Council the opportunity to respond to the Proposed Performance Audit Report —
Maintaining Local Roads.

Yarra Ranges Council places high importance on continuously improving all that we
do, particularly in providing best value and service to our community. This report and
the findings acknowledge Council's move towards enhanced technology solutions
and integrated systems and will support our endeavours to provide better service.

Having reviewed the findings in the report and subsequent recommendations, an
action plan has been developed that will further evolve our practices. A copy has
been provided to your office. The audit performance results will be presented to
Council’s Executive Leadership Team and will be used to inform the way we plan and
deliver maintenance of the sealed and unsealed road network. This will ensure our
infrastructure is improving local amenity and liveability for our community.

| would like to thank you and the audit team for the professional and friendly conduct
over the course of the audit and we welcome your continued feedback while we
implement the recommendations.

Should you require any further information please contact my office on 9294 6101.

Yours sincerely

- e
e —— r#":"_.-__‘i:__’ o

Tammi Rose
Chief Executive Officer

ABN 21 873226012
Yarra Ranges Shire Council
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Response provided by the Chief Executive Officer, Yarra Ranges Shire Council—continued

Yarra Ranges Council Action Plan to address recommendations from
Maintaining Local Roads Audit.

No. |VAGO recommendation Action Completion
Date

1. Set and document timeframes to Council's Road Infrastructure Asset 30 June 2022
survey the condition of sealed and Management Plan document will be
unsealed road networks with updated to reflect the frequency of
consideration of Australian Road sealed road condition surveys to be
Research Board's Best practice guide | every 3 years.
for sealed roads and Best practice
guide for unsealed roads (see Section | The Road AMP will be reviewed in
2.1) 2021/22 so document will be

published 30 June 2022
Please refer to action 6 for response
to unsealed road survey.

2 Review road surveying methods and The contract for the sealed road March 2021
consider options to incorporate condition assessment has just been
technologically advanced surveying awarded and includes the use of
equipment (see Section 2.1) visual and technological

assessments.

Survey vehicles utilising a laser
profilometer will assess rutting,
roughness and surface texture
across approx. 40% of the road
network. This is in addition to the
visual assessment of conditions in
accordance with IPVWEA Condition
Assessment & Asset Performance
Guidelines.

The remaining 60% of assessments
will utilise visual assessments alone.
This mix of assessments helps with
affordability while targeting the
technology-based assessments on
the roads with higher risk of
significant deterioration.

3 Review specifications of current Council has recently procured an 2023
predictive modelling software for roads | Enterprise System, Technology One.
and evaluate the need to procure, or | This system includes a Strategic
jointly procure with other councils, an Asset Management (SAM) module.
alternative software that integrates This SAM module will be configured
with other key council systems and is | following the successful
fit-for-purpose (see Section 2.1) implementation of the Asset

Lifecycle Management (ALM)
module which is already in the
process of being implemented. The
SAM module timeframe will be
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Response provided by the Chief Executive Officer, Yarra Ranges Shire Council—continued

approx. 2 years, as it is essential
that the ALM module is embedded
and working as required before the
SAM module can integrate and
provide accurate modelling based on
the data in the ALM.

Provide communities with detailed
information on service levels for road
maintenance and collect their
feedback at least once every two
years (see Section 2.2)

Council is currently reviewing the
Road Management Plan (RMP) and
this will be placed out for public
comment and then published on the
website following completion of the
review in accordance with the Road
Management Act.

Intervention and corresponding
service levels are documented in the
RMP. This information will be
summarised on council’s website.

Further work is being done to include
road maintenance service levels as
a focus into the annual Community
Consultation survey to gain
community feedback.

July 2021

January 2022

Set unit rates for reactive maintenance
to:

* determine the adequacy of planned
maintenance in reducing reactive
maintenance costs

* compare costs of different road
maintenance activities (see Section
2.3).

Maintenance costs will be recorded
by the ALM medule of the
Technology One system (to be
implemented late 2021). Each work
order will have actual and resource
costs assigned and linked to the
finance system to allow real cost
analysis.

Reporting of costs per road and
activity using the work orders and
quarterly reporting will be used to
inform proactive maintenance
activities and budgeting.

The system provides oversight to
ensure programmed works and
reactive works are coordinated by
alerting of duplication.

Work order costing will provide
actual expenditure on road assets to
determine where reactive budget is
being spent. This will inform
proactive re-sheeting and resealing
programs.

Late 2021
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Response provided by the Chief Executive Officer, Yarra Ranges Shire Council—continued

4] Record and maintain road condition Council notes this as an October 2022
data for its unsealed road network improvement opportunity and will
(see Section 2.1). work with the Road Maintenance

contractor to conduct pre-condition
audits of the unsealed network prior
to grading.

The time frame for this work to be
completed is following the award of
the next contract due in May 22.
Although full implementation will
likely take 6 months following that
date.

7. Ensure data reported to the Victorian | Council notes this as an 2021
Local Government Grants improvement opportunity and will
Commission and as part of the Local refer these comments to the Asset
Government Performance Reporting Management team.

Framework is accurate by:

* complying with relevant instructions
* establishing quality assurance
processes over data collection and
submission

* periodically reviewing data to identify
errors (see Section 3.1)

8. Identify, collect and internally report on | Maintenance costs will be recorded Late 2021
data necessary to understand whether | by the ALM module of the
the council is achieving long-term Technology One system (to be
value for money in road maintenance, | implemented late 2021). Each work
including: order will have actual and resource
+ expenditure on planned and reactive | costs assigned and linked to the
maintenance finance system to allow analysis of
* use of different seal types real costs.

* amount of resealing completed (see
Section 3.1)

9. Undertake self-assessments of the Council notes this as an 2023
cost of road maintenance against improvement opportunity and will
similar councils by: seek to incorporate the review of this
= using publicly available data fromthe | data as an assessment step in the
Local Government Performance process of Strategic Asset
Reporting Framework and the Management.

Victorian Local Government Grants
Commission

« incorporating detailed analysis of
factors such as traffic volume and road
surface to understand whether costs
are commensurate with community
needs (see Section 3.1).

1 Collect and retain data on compliance | Council notes this as an 2021
with timeliness standards in road improvement opportunity and has
management plans (see Section 3.2) | already made improvements in this

area with increased reporting.
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Response provided by the Chief Executive Officer, Yarra Ranges Shire Council—continued

12: Establish performance measures for The review of the RMP this year will | 2021
road management plans and use them | seek to further clarify service and

to annually review performance and compliance levels.
the practicality of standards set outin | A reporting structure will be
the plans (see Section 3.3). implemented in line with this

performance measures.
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Acronyms, abbreviations
and glossary

Acronyms

ARRB Australian Road Research Board

LGPRF Local Government Performance Reporting Framework
LGV Local Government Victoria

RMP road management plan

VAGO Victorian Auditor-General's Office

VLGGC Victorian Local Government Grants Commission

Abbreviations

ALG1

Victorian Local Government Grants Commission’s road inventory
expenditure and financial data, collected on behalf of the Australian
Local Government Association

ARRB best practice
guides

Best practice guide for sealed roads 2020 and Best practice guide for
unsealed roads 2020

Bendigo City of Greater Bendigo
Gannawarra Gannawarra Shire Council
Maribyrnong Maribyrnong City Council

Northern Grampians

Northern Grampians Shire Council

VGC1 Victorian Local Government Grants Commission’s expenditure and
revenue data
VGC3 Victorian Local Government Grants Commission’s local roads data

covering road lengths, road type, strategic routes and bridges

Yarra Ranges

Yarra Ranges Shire Council
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Scope of this audit

Who we audited What we assessed What the audit cost

» Bendigo We assessed whether The cost of this audit was
councils are planning for $900 000.

and delivering cost-efficient

¢ Maribyrnong road maintenance.

e Gannawarra

¢ Northern Grampians

¢ Yarra Ranges

Our methods

As part of the audit we:

» audited five councils, including reviewing their:
e road inventory data
* budget information
* RMPs

» inspections and defect responses data from 2014-15 to 2018-19. We selected
this period to match our questionnaire (see Appendix D).

» conducted a sector-wide questionnaire (see Appendix D).

We selected the five audited councils as a representative spread of council types and
sizes.

We conducted our audit in accordance with the Audit Act 7994 and ASAE 3500
Performance Engagements. We complied with the independence and other relevant
ethical requirements related to assurance engagements. We also provided a copy of
the report to the Department of Premier and Cabinet and the Department of Treasury
and Finance.
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Questionnaire methodology

We conducted a sector-wide questionnaire about local roads to fill the gaps from
other government data sources and determine whether councils are achieving value
for money in maintaining their roads.

For 2014-15 to 2018-19, our questionnaire asked councils about the following.

FIGURE D1: Questionnaire items

Item Description

Expenditure on road maintenance Sum of the amount council spends on reactive and planned road
maintenance for sealed and unsealed roads

Size of road network Area (square metres) of sealed and unsealed roads in councils' Local
Government Area

Seal types used Area of the different seal types used on sealed roads by council
Amount of resealing undertaken Area of councils' sealed roads resealed

Factors which lessened or increased Factors such as:

resealing costs « quarries where materials were sourced from

* heavy vehicles on councils' roads
¢ technology, software, equipment used

¢ business arrangements, i.e. joint procurement or tendering

Accuracy of questionnaire data Councils' assessment of the accuracy of their data (low, moderate or
high)

Source: VAGO.

We emailed each councils' mayor and chief executive officer and other relevant
contacts, such as the chief financial officer or director of assets. The questionnaire was
open for two weeks in May 2020 and we received a response from all 79 councils.

We provided all councils with our questionnaire, and LGPRF and VLGGC data that
compared their results against their council cohort and sector.
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Data cleaning methodology

To improve the quality of our data, we verified our questionnaire results and the
LGPRF measure—cost of sealed local road resealing—with certain councils that
reported values that were missing or were an outlier when compared to other
councils’ results. We also did extensive testing of the five audited councils to validate
their data.

This report uses the updated data that resulted from this data cleaning.

Missing data check

Seventy councils had at least one piece of missing questionnaire data. Of the 1 069
individual checks completed:

» 83 per cent (888) of values were correct
e 4 per cent (44) of values were errors and councils updated their data
» 13 per cent (137) of values were unknown as councils did not have this data.

Outlier data check

Sixty-three councils had significantly lower or higher results compared to their council
cohort in one or more category. We verified:

» resealing costs per square metre (LGPRF)

» proportion of sealed road network resealed

» per cent of road expenditure on planned maintenance

» total size of different seal types vs size of sealed network

» amount of resealing undertaken (our questionnaire and LGPRF).

Seventy-six per cent of these councils (48 out of 63) updated at least one datapoint
we checked. For LGPRF data, 24 per cent (6 out of 25) of councils updated between
two and nine datapoints.

For our check on planned maintenance expenditure, 56 per cent (10 out of 18) of
councils advised us they had used estimates to arrive at the figures for this
calculation.

Data validation

We validated the questionnaire data of the five audited councils. We did this by
checking what data they had used and what calculations they made to arrive at their
responses. To reduce the burden on councils, we only checked numeric responses
from 2018-19.

We found that Gannawarra and Yarra Ranges misinterpreted the question on total
size of different seal types. They then provided corrected data.

Limitations of the data

Due to the data quality issues noted above, we have not used planned maintenance
expenditure data from our questionnaire in the report.
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Seal types by council

As part of our sector-wide questionnaire, we asked councils about the seal types they
used on their local road network. We asked councils to identify the amount of their
network, in square metres, they sealed with:

» single spray seal

» double spray seal

» geotextile/membrane seal
+ thin asphalt

 thick asphalt.

Figures E1 to E5 shows the results for all participating councils.
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FIGURE E1: Seal types used on local road network—metropolitan councils

Banyule City Council I
Bayside City Council I I

Boroondara City Council ]
Brimbank City Council |
Darebin City Council B L

Frankston City Council I
Glen Eira City Council I
Greater Dandenong City Council Il |
Hobsons Bay City Council I I
Kingston City Council I
Knox City Council I
Manningham City Council I I
Maribyrnong City Council M |
Maroondah City Council I
Melbourne City Council I
Monash City Council |
Moonee Valley City Council I
Moreland City Council I
Port Phillip City Council
Stonnington City Council I
Whitehorse City Council I
Yarra City Council I

0 1 2 3 4 5 6
Square metres of seal (million)
B Single spray seal Double spray seal Geotextile/membrane seal Thin asphalt ~ EThick asphalt

Note: Council names are sourced from LGV's Victorian Local Government Directory 2020.
Source: VAGO questionnaire data.
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FIGURE E2: Seal types used on local road network—interface councils

Cardinia Shire Council [IININEG
Casey City Council [l I
Hume City Council - | I
Melton City Council [IIINENEGS B

Mornington Peninsula Shire Council [INNIEGS ]
Nillumbik Shire Council [N I
Whittlesea City Council I

Wyndham City Council [l
Yarra Ranges Shire Council [IINEGEG N

0 2 4 6 8 10 12
Square metres of seal (million)
H Single spray seal Double spray seal Geotextile/membrane seal Thin asphalt B Thick asphalt
Note: Council names are sourced from LGV's Victorian Local Government Directory 2020.
Source: VAGO questionnaire data.
FIGURE E3: Seal types used on local road network—regional city councils
Ballarat City Council NG
Greater Bendigo City Council [IININEGEES I
Greater Geelong City Council [INNENEGN ]
Greater Shepparton City Council [INEIEGEGEEN |
Horsham Rural City Council [INNEGGaami
Latrobe City Council [ININENEG
Mildura Rural City Council [INEGSEN |
Wangaratta Rural City Council [INIEEGEGEGN |
Warrnambool City Council | INNENEGzGEE
Wodonga City Council [l 1
0 2 4 6 8 10 12 14

Square metres of seal (million)

B Single spray seal Double spray seal Geotextile/membrane seal Thin asphalt ~ ®Thick asphalt

Note: Council names are sourced from LGV's Victorian Local Government Directory 2020.
Source: VAGO questionnaire data.
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FIGURE E4: Seal types used on local road network—Ilarge shire councils

Bass Coast Shire Council

Baw Baw Shire Council
Campaspe Shire Council

Colac Otway Shire Council
Corangamite Shire Council
East Gippsland Shire Council
Glenelg Shire Council

Golden Plains Shire Council
Macedon Ranges Shire Council
Mitchell Shire Council

Moira Shire Council
Moorabool Shire Council
Moyne Shire Council

South Gippsland Shire Council
Southern Grampians Shire Council
Surf Coast Shire Council

Swan Hill Rural City Council
Wellington Shire Council

H Single spray seal

= Double spray seal

o
N
N
o
[e]

Square metres of seal (million)

= Geotextile/membrane seal Thin asphalt

B Thick asphalt

10

Note: Excludes Mount Alexander Shire Council, as they did not hold data on seal types in this format. Council names are sourced from LGV's Victorian Local

Government Directory 2020.
Source: VAGO questionnaire data.
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FIGURE E5: Seal types used on local road network—Small shire councils

Alpine Shire Council I
Ararat Rural City Council |
Benalla Rural City Council I — |
Borough of Queenscliffe
Buloke Shire Coun Gl
Central Goldfields Shire Council T .
Gannawarra Shire Council I
Hepburn Shire Council I
Hindmarsh Shire Council
Indigo Shire Council I
Loddon Shire Counci | ——
Mansfield Shire Council  IEEEE_—EG_—
Murrindindi Shire Council I
Northern Grampians Shire Counci | —
Pyrenees Shire Council I
Strathbogie Shire Council I
Towong Shire Council I
West Wimmera Shire Council | —
Yarriambiack Shire Council I

0 1 2 3 4

Square metres of seal (million)
mSingle spray seal W Double spray seal ™ Geotextile/membrane seal Thin asphalt ~ ® Thick asphalt

Note: Council names are sourced from LGV's Victorian Local Government Directory 2020.
Source: VAGO questionnaire data.
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Auditor-General’s reports
tabled during 2020-21

Report title

Rehabilitating Mines (2020-21: 1) August 2020
Management of the Student Resource Package (2020-21: 2) August 2020
Victoria's Homelessness Response (2020-21: 3) September 2020
Reducing Bushfire Risks (2020-21: 4) October 2020
Follow up of Managing the Level Crossing Removal Project October 2020
(2020-21: 5)

Early Years Management in Victorian Sessional October 2020

Kindergartens (2020-21: 6)

Accessibility of Tram Services (2020-21: 7) October 2020
Accessing emergency funding to meet urgent claims (2020-21: 8) November 2020
Auditor-General's Report on the Annual Financial Report of the State November 2020
of Victoria: 2019-20 (2020-21: 9)

Sexual Harassment in Local Government (2020-21: 10) December 2020
Systems and Support for Principal Performance (2020-21: 11) December 2020
Grants to the Migrant Workers Centre (2020-21: 12) February 2021
Results of 2019-20 Audits: State-controlled Entities (2020-21: 13) March 2021
Results of 2019-20 Audits: Local Government (2020-21: 14) March 2021
Maintaining Local Roads (2020-21: 15) March 2021

All reports are available for download in PDF and HTML format on our website
www.audit.vic.gov.au

Victorian Auditor-General's Office
Level 31, 35 Collins Street
Melbourne Vic 3000

AUSTRALIA

Phone  +613 8601 7000
Email enquiries@audit.vic.gov.au
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20210721 Audit and Risk Committee Meeting

6 General Business

6.1 Appointment of Audit and Risk Committee Chair
Mr Malcolm Lewis will lead the appointment of Chairperson for the 2021/22 financial year.

Resolution:
That Mr Peter Knights be reappointed as the chairperson of the Audit and Risk Committee for the 2021/22 financial year.

Moved: Ms Lynn Jensz
Seconded: Mr Tony Roberts
Carried

Attachments
Nil

6.2 Biannual Report 2020/21
Mr Malcolm Lewis presented the Biannual Report that included a summary of the Committee’s activities during the prior 2020/21 financial year.

Resolution:
That the Biannual Report 2020/21 be endorsed with the following inclusion:
¢ The Committee noted that there were no internal audits completed during the course of the 2020/21 year.

Moved: Ms Lynn Jensz
Seconded: Mr Tony Roberts
Carried

Attachments
1. Audit and Risk Biannual Report 2020-21 [6.2.1 - 3 pages]
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Audit and Risk Committee Biannual Report 2020-21
The Audit and Risk Committee (ARC) is required to:

e Prepare a biannual audit and risk report that describes the activities of the Audit and
Risk Committee and includes its findings and recommendations; and

e Provide a copy of the biannual audit and risk report to the Chief Executive Officer for
tabling at the next Council meeting.

The following Audit and Risk Committee meetings were held during the 2020/21 financial
year:

o 16 September 2020
o 2 December 2020
o 3 March 2021

The Audit and Risk Committee completed the following activities during the 2020/21 financial
year.

Risk Committee

e The Director Corporate Services provided ongoing updates regards the internal Risk
Committee and its findings.

e The Risk Committee oversees the update and currency of the risk register that is
managed using the CAMMS engage system. The ARC received a report regarding
Council’s risk register including a summary of overdue risks.

e During the 2020/21 year, the Risk Committee reviewed internal matters including:
o Arange of Council policies and strategies;
o Risk management plans for major project undertakings;
o Any high risk issues or incidents — matters included the immunisation review
and updates regarding COVID-19 pandemic planning;
o Risk/ culture training matters;
o Legislative updates;
o Victorian Protective Data Security Framework.

¢ The ARC noted the report findings.

VAGO Audit

e Council’'s external auditors RSD Audit, acting on behalf of the Victorian Auditor
General’s Office (VAGO), presented the Audit Strategy for the 2020/21 financial
year that mainly comprised:

o The impact of new accounting standards.
o The auditors focus on the potential significant impacts to financial
statements.



o Infrastructure assets and management’s review to confirm that
the asset values do not need adjusting.
o Changes to those charged with Governance — risks associated with loss of
key personnel within the Finance team.
e The ARC recommendation was to note the report findings.
Financial Report 2019/20 and Performance Statement 2019/20
e The ARC received and reviewed the 2019/20 financial reports as reviewed by VAGO.
e The financial reports were initially presented to the September 20 ARC meeting and
unable to be finalised until November 20 due to the asset revaluation impacts that

required review by the VAGO technical team.

o The ARC recommendation was to note the report findings.

Quarterly Finance Reports

e The Audit and Risk Committee received and reviewed the quarterly Finance Reports
that assessed current year performance against budget as well as against revised
year end forecasts.

e The ARC recommendation was to note the report findings.

VAGO Sector Update

¢ The Committee reviewed the periodic reports prepared by VAGO regards emerging
sector reports and issues that are relevant to Local Government.

e The ARC noted the report findings.

Occupational Health and Safety (OH&S) Management Report

e The Manager People and Culture presented the OH&S Management Report

e The ARC recommendation was to note the report findings.

Worksafe Audit

e The ARC received a report from the Manager People and Culture regarding the final
Worksafe audit including the areas of focus mainly contract management, structured
safety inspections and the OH&S Management Plan.

e The ARC noted the report findings including the proposed remedial action plan.



Sustainable Asset Management Policy and Strategy

¢ The ARC received the asset management reports, in the context of the Local
Government Act 2020 that incorporates a policy and strategy designed to set the
broad framework and guidelines regarding Council’s approach to asset
management.

e The ARC recommendation was to note the report findings.

Immunisation Review
« Report on an Investigation of a Vaccination Incident and Service Review.

« The subject matter relates to the vaccination provided to an infant during an
immunisation session.

o The ARC recommendation was to note the report findings.

Ombudsman and Audit investigations

e The ARC received reports and considered findings from recent Ombudsman and
VAGO audits into Local Government sector operations.

e The ARC noted the report findings.

Procurement Policy review

o The ARC noted Council’'s approach to procurement controls that resulted in
amendments to the currency policy particularly regarding competitive testing for
panel of works contractors.

e The ARC noted the report findings.



20210721 Audit and Risk Committee Meeting

6.3 Performance Against Audit and Risk Committee Charter
Mr Vaughan Williams will discuss the survey of Audit and Risk Committee members.

Outcome
Mr Vaughan Williams, Director Corporate Services, advised that an online survey will be issued to enable members to assess the committee’s performance.

Attachments
Nil

7 Financial Reporting and VAGO Audit

7.1 Interim Audit Letter for the Financial Year Ended 30 June 2021
Mr Malcolm Lewis and Mr Phil Delahunty will present the Interim Audit Letter for the 2020/21 financial year.

Outcome
Mr Phil Delahunty and Ms Blessing Mendoza, RSD Auditors, attended the meeting to discuss the progress of the VAGO audit for the 2020/21 financial year.
e Mr Delahunty provided a summary of the interim audit findings and key issues for the 2020/21 year end audit.

e The final audit is scheduled to commence 26 August 2021.

e Key issues will be the consolidation of new accounting standards first introduced during the prior 2019/20 year.

e The committee raised the matter regarding a lack of internal audit activity.

e Inresponse, management proposes to complete a review of the risk management framework in order to address matters of highest risk.
Resolution:

That the Audit and Risk Committee:
1. Note the VAGO Interim Management Letter for the year ending 30 June 2021; and
2. Request that management prepare an external review into council’s risk management framework as a basis for developing the internal audit function.

Moved: Ms Lynn Jensz
Seconded: Mr Tony Roberts
Carried

Attachments
1. Final Interim Management Letter NGSC June 2021 [7.1.1 - 16 pages]
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OFFICIAL

VAGO

Victorian Auditor-General’s Office

Northern Grampians Shire Council

Interim Management Letter
for the year ending 30 June 2021

OFFICIAL



OFFICIAL

Background

| enclose for your information the interim management for the year ending 30 June 2021. The interim management letter provides a summary of audit findings from the
interim phase of our audit. This letter will be discussed at the audit committee meeting on 21 July 2021.

Acknowledgement

| also take this opportunity to thank your executive team and staff for the time they made available to us during the interim phase of our audit.

A

Yours sincerely

P. P. Delahunty

Partner

RSD Audit

VAGO Audit Service Provider

Bendigo

17 June 2021
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Introduction

We have partially completed the interim phase of the 2021 audit and now bring to your attention our findings from that phase of the audit. As part of our reporting, we
include our assessment on the significance of the findings. The criteria we consider in this assessment is included in Appendix A. Findings can fall into the following
categories:

internal control findings
financial reporting and performance statement reporting findings

business improvement opportunities and other findings.

Internal control findings

As part of our audit, we assess the design and implementation of internal controls relevant to financial reporting and performance statement reporting. If we intend to rely
on these controls, we test how effectively they are operating.

Any weaknesses in internal control identified during our audit is communicated to you through our management letters.

Financial reporting and performance statement reporting findings

As part of our audit, we may identify weaknesses in management’s approach to financial reporting and performance statement reporting resulting in potential material
misstatement. This includes, but is not limited to, non-compliance with the Australian Accounting Standards and/or other reporting frameworks.

Reporting and tracking internal control and financial reporting findings

As part of this communication we include:
our assessment as to the significance of the finding
recommended actions

management comments and expected implementation dates.

We have discussed all findings with management. The nature and rating of the finding determines our expectations in relation to management acceptance and our
monitoring of the implementation of remedial actions.

VAG O Northern Grampians Shire Council —Interim Management Letter 2021

OFFICIAL



OFFICIAL

Scope of our audit

We did not carry out a comprehensive audit of all processes and systems of internal control you maintain or seek to uncover all deficiencies, breaches and irregularities in
those systems and processes. Inherent limitations in any process and system of internal control may mean that errors or irregularities might not be detected.

As explained in the audit strategy presented to the Audit Committee in March 2021 the objective of the audit is for the Auditor-General to express an opinion on the
financial report and performance statement. Although the audit considers internal controls relevant to preparing the financial report and performance statement, this is
done in order to design audit procedures that are appropriate in the circumstances and not for the purpose of expressing an opinion on the effectiveness of those controls.
Our planned approach, including level of reliance on internal controls, was communicated in our audit strategy.

Reports to Parliament

The Auditor-General may include items listed in this letter in a report to Parliament. We will send you a draft of the relevant material included in this report and ask for your
comments before the report is tabled in Parliament. High rated findings may be specifically identified and reported in the Parliamentary reports.
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Summary of audit findings

The table below summarises all ‘open’ (current and prior period) management letter issues, and prior period issues that have been resolved in the current period. Open
items include all findings that are 'unresolved’, 'partially resolved' or 'substantially resolved' as at the date of this letter.

Classification of deficiency

Finding first

raised Financial / Financial Original agreed
(month / Internal performance statement Resolved / Management | implementation
year) Reference  Findings Rating control reporting areas grouping  unresolved acceptance date
Open issues (current and prior period)
Interim 2021.1 Grants Register and TfC Moderate X - Governance New Yes 1 August 2021
2021 assessment
Interim 2021.2 Invalid Tax File Numbers Low X - Payroll New No Further
2021 investigation
required
Interim 2021.3 ICT General Controls Moderate X - ICT New Partly TBD
2021 Weaknesses
Final 2020 2020.4 Internal Audit Function Moderate X - Governance Unresolved No N/A
Final 2020 2020.5 Infrastructure Asset Moderate - X Infrastructure Unresolved Yes 31 May 2021
Revaluation
Final 2020 2020.6 Valuation of Park, Open Spaces Low - X Infrastructure Unresolved Partly TBD
& Streetscapes and Other
Infrastructure
Interim 2020.1 Probity Training Low X - Governance Progressing Yes 31 October 2020
2020
Interim 2020.2 Policies and Procedures Low X - Governance Progressing Yes September 2020
2020
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(month /
year)

Reference

Findings

Rating
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Classification of deficiency

Financial /
Internal performance
control reporting

Financial
statement
areas grouping

Resolved /
unresolved

Management
acceptance

Original agreed
implementation
date

Final 2019 2019.3 Provision for Doubtful Debts Low - X Receivables Unresolved Yes 30 June 2020
Assessment

Final 2018 2018.2 Employee Provisions Moderate - X Provisions Progressing Yes December 2018

Prior period issues resolved during the period

Interim 2018.1 Payment Processes Moderate X - Procurement Resolved Yes December 2018

2018

VAGO
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Detailed audit findings—open issues

2021.1

VAGO recommendation on new findings and

Description of finding and implication

Grants Register and TfC assessment

From the beginning of FY20, all organisations are required to apply the new
Accounting Standards AASB 15 Revenue from Contracts with Customers and AASB
1058 Income of Not-for-Profit Entities. These require judgements to be made that
then defines the appropriate accounting treatment to be applied to the grant.
During our interim visit, we assessed the process in place to record the
conclusions made in the application of the standards. There was not a clear record
of the assessment and conclusions.

We recommend the implementation of a grants register. The Council should
record in the register the references to, and brief comments about, each of the
key grant agreement clauses which influenced the assessment of which
Accounting Standard applied.

That is, it should be noted in the grants register whether the grant is to be
recognised under AASB 15 or AASB 1058, and the register should note details of
any performance obligations and their due dates, and the revenue and income in
advance recognition principles.

As part of this register, the Council should also incorporate an assessment of
Termination for Convenience clauses (TfC), details of which we reported on in the
2021 Audit Strategy Memorandum. The register should include your conclusion as
to whether there is a TfC clause, and whether you concluded the clause will;

result in the immediate recognition of income (ie the clause is merely
“protective” in its nature),

or alternatively,
recognise the grant as deferred income using the financial instruments
standards (AASB 9 and AASB 132) and AASB 1058, concluding that the TfC

clauses are substantive in nature (i.e. they serve a business or economic
purpose).

update on open items

We recommend the following:

implement a review process to
ensure all grant contracts are
recorded in the register;

ensure grant register is reviewed
on a quarterly basis; &

ensure an assessment for TfC is
completed and details of the
applicable clauses, and your
assessment of their implications,
are also added to the grant register

Response from management

Recommendation accepted
Responsible officer: Rohma Rauf/ Phuong Au
Implementation date: 1.8.21

Council currently has a grants register for
“competitive grants”. (ie any that we need to
submit an application for specific projects and that
are assessed on merit based criteria, as opposed
to Financial Assistance Grants). However this does
not include the reference to new ACG stds. ACG
stds worksheets are currently included to the year
end workpapers as a separate document and will
now be incorporated to the grants register.

VAGO
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VAGO recommendation on new findings and

Description of finding and implication update on open items Response from management
2021.2 Invalid Tax File Numbers We recommend that a secondary review by Recommendation: not accepted
Based on the TFN Substantive Analysis and recruitment payroll control an independent officer is conducted for all Responsible officer: Rohma Rauf/ Sara Smith

the new payroll information and changes

audit testing we performed, we have identified 40 employees in the
made into the system and this review

. R ) Implementation date:
employee Masterfile that have invalid TFN numbers. Further sample

testing has been conducted to confirm the TEN numbers by obtaining a process and evidence of the review | believe there was an initial error with the
selection of individual TEN declarations. Our testing identified that the undertaken should be documented to sample. | checked with HR and some of the TFN’s
TFN numbers entered into the payroll system were incorrect for the confirm the check is occuring. seem to have a “0” missing. It seems like a

formatting issue and is still being investigated. It
seems highly unlikely for 40 employees to have
incorrect TFN numbers.

sample we tested. A full review of the TFN information in the
Employee Masterfile should be conducted to
ensure that TFN numbers entered into the
system agrees to completed TFN
declarations.

We note management is still investigating this
issue, and will re-visit the finding at our year end

audit.
2021.3 ICT General Controls Weaknesses We recommend NGSC: Recommendation: partially accepted
Information Technology controls exist within an organisation’s internal Develop and adopt a Disaster Recovery Plan Responsible officer: Stretch Smith
control framework to provide assurance over the security, and Policy document Implementation date:

confidentiality, integrity, and availability of council data. . .
Develop an ICT Security Management Policy See page 16 for response

As part of our review of NGSC General IT controls, we identified the

following weaknesses: Engage an external party to undertake an IT

infrastructure penetration testing
There is no documented Disaster Recovery Plan and Policy in

place, while Council do not have an organisation wide DRP, Council
advise they do have a data backup program in place

Conduct a periodic review of the Network
User Access

Improve the password complexity

There is no ICT Security Management Policy (this policy will cover ;
requirements

End user device security, Physical Security, Operational Security,
Procedural security by ICT and Communications security)

There is no backup Disaster Recovery Policy
No ICT Penetration testing has been performed

No periodic review of the Network Access to IT systems
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VAGO recommendation on new findings and
update on open items

Response from management

K nternal Audit Function e recommen implement a structure, ecommendation: Not accepte
2020.4 Int | Audit Functi W d NGSC impl t a structured R dati Not ted
Under the Local Government Act 2020 section 54 Audit and Risk !nternal audit fur.1ct|on to be undgrtaken either Responsible officer: Director Corporate Services
Committee Charter states that the Audit and Risk Committee Charter in-house or provided by an experienced Implementation date: Not applicable
must specify the functions and responsibilities of the Audit and Risk contractor.
Committee, including the following- 2021 Interim audit update Management comment:
(a) monitor the compliance of Council policies and procedures with- ~ We remain concerned that the council does not Ma‘nagemer?t is in the process of finalising risk
(i) the overarching governance principles; and seem to have in place a process to ensure review that mcI.udes the use.of the-CAMMS system
g compliance with its policies are independently to track strategic and operational risks with
(ii) this Act and the regulations and any Ministerial directions; assessed. The Risk Management Standard ongoing assessmt.ent and .action Plans. o
(b) monitor Council financial and performance reporting; includes processes requiring monitoring and Management bellives thls.ong'om.g I:evnew isan
(c) monitor and provide advice on risk management and fraud reporting on compliance. appropriate way of managing its risks.
prevention systems and controls;
(d) oversee internal and external audit functions. Management comment — update May 2021
This implies that there is an internal audit function. NGSC does not have No further comments
an internal audit program. Apart from the Act implying that there should
be, good governance and risk management relies in part on the review
of compliance with establishment of policies and procedures etc.
2020.5 Infrastructure Asset Revaluation Timing While substantial work has been undertaken in Recommendation: Accepted

In each of 2019FY and 2020FY the finalisation of the reporting
requirements has been affected and delayed by the identification of
Prior Year Errors.

The council has implemented improvements to its Infrastructure
accounting over recent years, which we commend the council for.
However, the improved processes have led to the identification of
material deficiencies in existing infrastructure records, requiring
adjustments to be made to previously reported balances.

These adjustments have substantially delayed the finalisation of the
audit and caused substantial additional audit hours to be incurred.

The revaluation process commences well before the end of the financial
year but is not finalised until after June.

recent years, some infrastructure records are
still to be examined under these new processes.

We recommend that the Council bring forward
the infrastructure revaluation, and accounting, to
allow it to be finalised, and audited, prior to 30
June. In that way, should further challenges
occur, they can be resolved before the reporting
deadlines.

2021 Interim audit update

To be reviewed at year end.

Responsible officer: Manager Infrastructure
Implementation date: May 2021

Management comment: Management has
recognised the need for more timely completion
of asset revaluations and scheduled the next
phase of asset fair value reviews (and required
revaluation) for 31 December 2020 (and each 12
months subsequent to this as per the asset
revaluation and condition assessment schedule).
Revaluation reports are to be available for the
interim audit including review at the June 21 Audit
& Risk Committee meeting.

Management comment — update May 2021

Where a revaluation is to occur, the reval will be
scheduled for completion at the time of the
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VAGO recommendation on new findings and
update on open items

Response from management

interim audit. There are no revalutations for 20/21
year.

2020.6 Valuation of parks, open spaces & streetscapes, and Other We recommend that the council adopt the Fair Recommendation: Partly accepted
Infrastructure Valu;e basc||s ofdacctointmg folr th:se clta:;es Ofr . Responsible officer: Manager Infrastructure
) : ; assets and undertake a revaluation at the earlies

Council values most infrastructure at Fair Value, but parks, open spaces opportunity Implementation date: To be determined

& streetscapes (WDV $4.7m), and Other Infrastructure (WDV $166K) are :

instead valued using the Cost Basis. A revaluation would also allow the council to Management comment:

The Local Government Better Practice Guide for Financial Reporting review the completeness and accuracy of the Management have made significant strides over

states at G75 that “The overriding principle in the recognition of assets asset registers for these classes of assets, as the past 4 years to address the revaluation and

is that all assets must be recognised at their fair value.” Then at G76 its occurs when Council undertakes revaluations of  recording of infrastructure assets. (from a financial

further states “Councils are required to undertake revaluations with its other infrastructure categories. reporting perspective and an on the ground use

such regularity to ensure that at all times the reported value of assetsis 2021 Interim audit update per:peaiv?). Management believe that the :ost to

; i ; ; f X perform a full assessment and revaluation of parks

not materially different to that which would be determined if a full To be reviewed at year end.

revaluation was undertaken.” & open space assets would be cost be cost
prohibitive given the limited resources of small
rural councils in the context of rate capping and an
increasing infrastructure gap. Notwithstanding the
above, management will continue to work with
the auditors to find cost effective solutions in
order to comply with accounting standards and
audit recommendations.
Management comment — update May 2021
No further updates.

2020.1 Probity Training — Interim 2020 We recommend that probity training is Recommendation: Accepted

Probity is a fundamental part of every procurement project and activity.
Probity provides a level of assurance to delegates, suppliers that
procurement was conducted in a manner that is fair, equitable and
defensible.

Based on our discussion with NGSC staff, probity training is only
provided at the commencement of employment. It is noted that there is
no refresher training administered on a regular basis.

reinforced to all NGSC staff members on a
regular basis. Probity training should be tailored
to the needs of NGSC staff and offers the
foundations of probity together with practical
case studies to facilitate an improved
understanding of how probity applies in a
government service context.

Responsible officer: Manager Financial Services
Implementation date: Ongoing
Management comment:

Probity from a procurement perspective forms
part of the Procurement Policy that is adopted by
Council on an annual basis. Ongoing refresher
training is provided to staff following the adoption
of the 2020 Procurement Policy. This training
commenced in October 2020.
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VAGO recommendation on new findings and
update on open items

Response from management

Management comment — update May 2021

No further updates due to resource constraints.

2020.2 Policies and Procedures — Interim 2020

Based on the review performed on policies and procedures, we noted
that the following policies are past their review dates.

e  Rates Debt Collection Policy (last reviewed in March 2014)

e Human Resources Policy (last reviewed in February 2016)

Final FY 2020 Audit Additional Finding

We also noted additional policies and procedures that are past their
review dates:

Business Continuity Management Framework (last reviewed in February
2014)

We recommend that NGSC perform a cyclical
review of all policies and procedures. In addition,
the frequency of the agreed review dates
stipulated in each of the policies and procedures
should be reviewed to confirm the frequency is
appropriate.

2021 Interim audit update

We note the following policies still remain past
their review dates:

Business Continuity Management
Framework (last reviewed in February 2014)

Rates Debt Collection Policy (March 2014)

Human Resources Policy and the Learning
Development Plan (February 2016)

The Human Resources Policy and the Learning
Development Plan has not been reviewed by
management, as the LGA 2020 requires that
development of a workforce plan which will
affect these policies. Management will review
and replace the out-of-date policies in line with
the legislative changes.

Recommendation: Accepted

Responsible officer: Manager Financial Services
Implementation date: Ongoing

Management comment:

Council's policies and procedures form part of a
regular cyclical review notwithstanding the age of
the documents flagged by the auditors. The Rates
Debt Collection Policy was recently the subject of
review and amendment however, in the

current COVID-19 environment, management did
not consider it prudent timing for Council to
review rates debt collection.

Review of the Human Resources Policy was
delayed until June 2021 due to the Workforce
Development Planning requirements under the
new Local Government Act 2020.

The update of the Business Continuity
Management Framework is delayed due to
resource constraints. Management is aware of the
delay and will consider engaging an external
resource, to complete this work, at the next Risk
Committee meeting and/or the statutory Audit &
Risk Committee.

Management comment — update May 2021

No further updates due to resource constraints.
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VAGO recommendation on new findings and
update on open items

Response from management

2019.3 Provision for Doubtful Debts Assessment We recommend management review the Recommendation: Accepted
Due to the adoption of AASB 9 for 2019, there has been a change in the update.d sta.ndard to ensure.the provision Is Responsible officer: Manager Financial Services
titi to assess receivable balances for impairment. This new recognised in accordance with the expected :
way entities are p . credit loss model Implementation date: 30 June 2020
standard introduces an expected credit loss model (ECL) that recognises : . .
potential losses based on forward-looking information (rather than Final 2020 Audit Update: ya".agemﬁrt cokmme:t. The Manaf_g}er Flna.nC|aI
: : : : ervices will work with revenue staff to review
based on a currently |mpa|r:ed assiessmentirrjodel). This requires Based on the review of the provision for doubtful outstanding debts for any possibly provisions
management to develop a ‘provision matrix’, where the provision for debt at year-end the ECL methodology still have reauired
d9ubtfu| debts for trade receivables i§ base.d onan ass.e.ssment of the not been applied by NGSC. However, we note the q ’
historical default rate, as well as consideration to specific factors. very low level of bad debts historically. Despite Management update Interim Audit FY20:
this, we recommend management formally A review is currently being undertaken with
review the ECL annually, and take into account revenues staff for the credit loss model.
changing economic circumstances if appropriate. Final 2020 management comment:
2021 Interim audit update Management accepts the auditor’s
To be reviewed at year end. recommendation and will adapt the current credit
loss applied to the sundry debtors to the provision
for doubtful debts. It should also be noted that NG
record a low level of doubtful debts that mitigate
the risk of potential write off.
Management comment — update May 2021
No further updates until completion of year end.
2018.2 Employee Provisions We recommend management review the system  Recommendation: Accepted

During our 2018 audit of the employee provisions, we noted several
issues, none of which were material, but which raise questions about
the accuracy of the excel based leave register. Furthermore, it was noted
the AL and LSL hours in the manual calculations were more than the
hours reported in the leave register report from the system.

Consequently, there is a potential overstatement of the LSL liability
warranting further investigation during 2019.

generated leave register report to determine
whether this can be used as the basis for AL and
LSL liabilities, and review the AL and LSL
calculations to ensure the calculations are
accurate and reduce some of the complexities in
the calculation (if possible).

2021 Interim audit update

To be reviewed at year end.

Responsible officer: Manager Financial Services
Implementation date: December 2018
Prior Year management response:

Council prepares the complete employee
provisions listing at the end of each financial year.
Management will work on this process during
FY19 and prepare a reviewed and accurate listing
for the FY19 audit.
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VAGO recommendation on new findings and

Description of finding and implication update on open items Response from management

Final FY 2020 Audit Update Management update Interim Audit FY20:

Based on our detailed review of the LSL at year end, we have noted an Work has been completed with final adjustments
error in the LSL model used by NGSC. The result of the errors are to balances to be made as part of the year end
immaterial overall hence no adjustment was required as a result of the reporting.

review.

Management update final FY 2020:
e The model uses a higher nominal LSL hours, resulting to an

. R K Management agree that a higher discount rate
immaterial overstatement in LSL

was applied that marginally overstated the
Prior year discount rates have been applied instead of FY 2020. employee provision.

Management comment — update May 2021

No further action until completion of year end.
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Appendix A. Rating definitions and actions

We have rated our findings as follows:

Rating Description of rating Management action required
High This issue represents: Requires executive management to correct the misstatement in the financial report, or
a material misstatement in the financial report which has occurred, or an address the issue, as a matter of urgency to avoid a modified audit opinion.
issue which could potentially result in a modified audit opinion if not
addressed as a matter of urgency by the entity, or
a control weakness which could cause or is causing a major disruption of the Requires immediate management intervention with a detailed action plan to be
process or the entity’s ability to achieve process objectives in relation to implemented within one month.
financial reporting and comply with relevant legislation.
Moderate This issue represents: Requires management intervention with a detailed action plan implemented within
a misstatement in the financial report that is not material and has occurred, three to six months.
or that may occur, the impact of which has the possibility to be material, or
a control weakness which could have or is having a moderate adverse effect
on the ability to achieve process objectives and comply with relevant
legislation.
Low This issue represents: Requires management intervention with a detailed action plan implemented within six

a misstatement in the financial report that is likely to occur but is not
expected to be material, or

a minor control weakness with minimal but reportable impact on the ability
to achieve process objectives and comply with relevant legislation.

to 12 months.
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Response to 2021.3 ICT General Controls Weaknesses

Weakness

There is no documented Disaster Recovery Plan

There is no ICT Security Management Policy (this policy
will cover end user device security, physical security,
operational security, procedural security by ICT and
communications security)

There is no backup Disaster Recover Policy

No ICT penetration testing has been performed

No periodic review of the network access to IT systems

VAGO
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Recommendation

Develop and adopt a Disaster Recovery Plan and Policy
document

Develop an ICT Security Management Policy

Engage an external party to undertake IT infrastructure

penetration testing

Conduct a periodic review of the network user access

NGSC comment

While there is no documented DRP — our servers are in
the cloud with multiple redundancy built in provided by
a specialist provider, with local back up as a fail-safe.
Agree — this does need to be document.

In line with the VPDSS requirements, an Information
Security Management Framework is in development
and will be formally approved in the near future.

A documented backup plan has been developed.

A quote was obtained for penetration testing in
2020/21 - however the costs were very high — so this
activity was deferred to try to undertake a shared
activity across our region.

Work is underway to formalise this as a process. A
business system profile has been developed, along with
a Business Systems and User Access Management
Procedure. The next step is to develop a periodic review
of access to be undertaken by system owners.
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7.2 Quarterly Financial Report - 2020/21
Mr Malcolm Lewis presented the third quarter report for the period ended 31 March 2021.
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Executive Summary as at 31 March, 2021

It should be noted that this report only reflects spending to 31 March, 2021.

The forecast shows a favourable movement of $5.4M in expected closing cash held at the end of
the financial year compared to budget.

It is projected that the Council will end the year with $15.4M cash.
Cash Flow Statement as at 31 March, 2021

Variations to
Actuals to Total Budget Budget

March, 2021  Forecast 2020-21 Fav (Unfav)
$°000 $°000 $°000 $°000

Operating Activities

Revenue
Rates & Charges (14,254) (18,374) (18,262) 112
Operating Grants (6,198) (7,671) (6,822) 849
Statutory Fees & Fines (152) (438) (318) 120
User Fees (2,000) (1,317) (1,258) 59
Contributions (52) (52) (48) 4
Other Revenue (718) (702) (703) (1)
Total Revenue (22,374)  (28,554) (27,411) 1,143
Expenses
Employee Costs 11,998 16,094 16,169 75
Materials & Services 6,637 9,629 10,064 435
Borrowing Costs 47 102 102 -
Other Expenses 820 1,316 1,455 139
Total Expenses 19,502 27,141 27,790 649
Expenses
Employee Costs 0 0 0 0
Materials & Services - - - -
Major Emergency Expenses 0 0 0 0
Net Operating (2,872) (1,413) 379 1,792
Investing Activities
Capital Expenditure 12,082 22,435 13,392 (9,043)
Capital Grants (6,336) (9,348) (3,452) 5,896
Capital Income - - -
Capital Contributions - (70) (85) (15)
Proceeds from investment in associates - (246) (190) 56
Repayment of Loans & Advances (194) 64 (63) (127)
Net Investing Activities 5,552 12,835 9,602 (3,233)

Major Emergency Restoration Investment Activities
Capital Expenditure -
Capital Grants (449) - - -

Net Major Emergency Restoration (449) 0 0 0

Financing Activities

Principal Repayments 163 218 218 -
Interest Paid - Lease Liability - 4 3 (1)
Repayment of Lease Liability - 114 108 (6)
Net Trust Movement - - -
Net Financing Activities 163 336 329 @)

Net Movements for Year 2,394 11,758 10,310 (1,448)
Opening Cash 27,208 27,208 20,338 6,870

Closing Cash 24,814




Operating Statement as at 31 March, 2021 75% through the year

YTD
Committed Adopted % Actuals to
Actuals Forecast Budget Forecast
$000's $000's $000's %
Revenue
Rates & Charges
Residential (8,025) (8,033) (7,858) 100%
Farm/Rural (4,993) (5,017) (5,025) 100%
Commercial (783) (783) (848) 100%
Industrial (291) (291) (291) 100%
Cultural & Recreational (11) (11) (12) 100%
Municipal Charge (1,313) (1,312) (1,308) 100%
Garbage Charge (2,820) (2,815) (2,810) 100%
Rates in Lieu (24) (112) (112) 21%
Rates & Charges (18,260) (18,374) (18,262) 99%
Grants Capital
Capital Grants (6,336) (8,640) (5,617) 73%
Grants Capital (6,336) (8,640) (5,617) 73%
Grants Operating
Aged & Disability Services Grants (586) (925) (714) 63%
Child Care Grants (774) (1,207) (641) 64%
Economic Development Grants (574) (766) (1,149) 75%
Environmental Grants (75) (75) (75) 100%
Untied Grants (2,838) (3,903) (3,903) 73%
Operating Grants (1,229) (1,289) (217) 95%
Public Safety Grants (121) (123) (123) 98%
Grants Operating (6,198) (8,288) (6,822) 75%
User Fees
Aged and Disability Service Fees (322) (412) (412) 78%
Child Care Fees (203) (276) (276) 73%
Leisure Fees (239) (342) (297) 70%
Local Law Fees (79) (115) (115) 69%
Other Fees (58) (119) (119) 48%
Public Health Fees (10) (14) - 77%
Rental Income (50) - - 0%
Private Works Infrastructure (10) a7 17) 60%
Waste Management Fees (28) (21) (21) 128%
User Fees (1,000) (1,317) (1,258) 76%
Statutory Fees and Fines
Building Fees (218) (278) (178) 79%
Local Law Fees (©) 4) 4) 224%
Other Fees (18) (22) (22) 82%
Planning Fees (102) (134) (114) 76%
Statutory Fees and Fines (348) (438) (318) 79%
Contributions
Contributions to Capital - (246) (50) 0%
Contributions Other (52) (52) (48) 100%
Contributions (52) (298) (98) 18%
Other Revenue
Interest Income 2) (175) (175) 1%
Other Revenue (715) (527) (527) 136%
Other Revenue (718) (702) (702) 102%
Revenue (32,912) (38,058) (33,077) 86%
Revenue (excl Rates & Charges) (14,651) (19,684) (14,815) 74%



Operating Statement as at 31 March, 2021

Expenses
Employee Benefits
Salary & Wages
Superannuation
LSL Provision Movement
Fringe Benefit Tax
Workcover
Employee Benefits

Materials & Services
Advertising
Apprentice Reimbursements
Audit Fees
Bank Fees
Catering
Communications
Contract Employees
Contractors
Contributions - Reciprocal
Cost of Goods Sold
Equipment Mtc & Repair
Fuel
Insurance
Leases
Legal Expenses
Memberships & Subscriptions
Minor Equipment
Office Supplies
Other Materials and Services
Postage & Freight
Printing
Professional Advice
Recruitment & Retention Expenses
Security Expenses
Software Costs
Uniforms & Protective Clothing
Utilities
Materials & Services

Depreciation

Depreciation
Depreciation

Amortisation
Amortisation
Amortisation

Finance Costs
Finance Costs
Lease Costs
Finance Costs

Other Expenses
Contributions - Non Reciprocal
Councillor Allowances
Other Expenses
Other Expenses

Expenses

Expenses (excl Depreciation)

Other Income Statement Items
Proceeds of Asset Sales
Written Down Value of Assets Sold
Net (Increment) Revalued Assets
Other Income Statement ltems

Operating Statement

YTD

Committed

Actuals
$000's

10,575
1,031

291
11,906

54

28
39

a7
292
1,708
250
118
509
342
292
236
125
119
235

1,017
23

16
149
17

28
598
a7
257
6,559

6,909
6,909

a7

a7

177
165
152
493

25,914

19,005

(168)
332
(106)
59

(6,939)

Forecast

$000's

14,459
1,438
402

319
16,651

88

46
66

123
273
2,525
105
142
678
556
510
469
87
217
290

1,527
37

77
288
21

57
904
84
419
9,653

11,378
11,378

99
99

102

102

733
211
336
1,280

39,164

27,687

(168)
332

164
1,270

75% through the year

Adopted
Budget

$000's

14,005
1,410
402

33

319
16,169

94
56

45
154
367

3,338
105
142
678
556
579
293

95
221
229

10

1,075

37

80
301

21

57
904
115
435

10,060

11,378
11,378

99
99

102

105

973
214
272
1,459

39,271

27,794

246

246
6,439

% Actuals to
Forecast

%

73%
2%

0%
27%
91%
2%

62%
32%

60%
11%
38%

107%

68%

239%

83%
75%
61%
57%
50%

145%

55%
81%
60%
67%
62%
20%
52%
80%
50%
66%
56%
61%
68%

61%
61%

0%
0%

46%
0%
46%

24%
78%
45%
38%

66%

69%

100%
100%

0%
36%



Ordinary Operating Revenue Progress
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% Through Year * | J

Other Revenue ﬁﬁ
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Statutory Fees & Fines ﬁﬁ
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This graph excludes rates & charges , with the details for this area shown in the Debtors Report.

Ordinary Operating Expenditure

Progress
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Capital & Project Expenditure Progress

% through the year

Total Capital & Projects

Projects

Plant, Vehicles &
Equipment

IT

Land & Land
Improvements

Open Spaces

Drainage

Building

Bridges

Roads

Major Emergency
Restoration

20%

40%

60%

80%

100%




Capital & Project Expenditure Summary

Programs Actuals Forecast % Complete Remaning
$000's $000's

Major Emergency Restoration 29 200 14% 86%

Roads 5,425 8,474 64% 36%

Bridges 1,124 2,130 53% 47%

Building 175 2,104 8% 92%

Drainage 35 65 54% 46%

Open Spaces 3,757 6,793 55% 45%

Land & Land Improvements 1,226 605 202% -102%

IT 25 - 0% 100%

Plant, Vehicles & Equipment 638 839 76% 24%

Projects 309 1,424 22% 78%

Total Capital & Projects 22,635 56% 44%

2020/21 Capital Program
Capital Projects 12,303 20,307
Expensed Projects 411 2,128

2020/21 Major Emergency Restoration

Capital Projects 0 -
Expensed Projects 29 200
Total Capital & Projects 12,742 22,635



Summary of Major Variations for March 2021

Forecast
Variation
Fav/(Unfav)
$
Funded Capital and Projects included in variations (no net impact on cash)
Successful Funding
LRCI Extension - 2nd Instalment 1,538,400
CASI - Community Activation & Social Isolation 25,000
Libraries - Digital Grant 2,500
1,565,900



Capital & Project Expenditure Summary as at 31 March, 2021

Capital and Projects Forecast aconics
Budget
1112 - B - Roads - Aerodrome Program 439,710 500,000
1101 - B - Roads - Final Seal Program 453,548 321,000
1110 - B - Roads - Footpaths Program 167,113 130,000
1100 - B - Roads - Kerb & Channel Program 402,392 325,000
1102 - B - Roads - Major Rural Roads Program 1,588,794 390,000
1104 - B - Roads - Resealing Program 1,299,516 1,330,000
1105 - B - Roads - Resheeting Program 1,014,000 1,120,000
1106 - B - Roads - Rural & Residential Program 518,832 285,000
1111 - B - Roads - Streetscapes 1,202,455 0
1107 - B - Roads - Town Street Sealing Program 113,200 85,000
1108 - B - Roads - Transport Dev Program 723,607 460,000
1109 - B - Roads - Urban Rd Improvement Program 132,000 70,000
1103 - B- Roads - Rehabilitation Program 409,115 250,000
1113 - C - Bridge & Major Culverts Program 2,129,620 1,090,000
1114 - C - Floodway Program 10,000 35,000
1115 - D - Building Program 2,104,385 1,800,000
1116 - E - Drainage Program 65,000 65,000
1122 - F - Open Spaces Program 6,793,193 3,850,500
1120 - G - Land & Land Improvement Program 605,465 600,000
1119 - H - IT Program 0 0
1118 - H - Plant, Vehicles & Equipment Program 839,035 685,000
1121 -J - Projects 1,423,759 20,000
Total 02 - Capital 22,434,739 13,411,500
04 - Emergency Capital
0257 - 11/19 Bushfire Recovery 200,000 0
Total 04 - Emergency Capital 200,000 0
Grand Total 22,634,739 13,411,500
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Capital & Project Revenue Summary as at 31 March, 2021

02 - Capital
1112 - B - Roads - Aerodrome Program (120,000) (300,000)
1101 - B - Roads - Final Seal Program (129,802) (100,000)
1110 - B - Roads - Footpaths Program (60,000) (10,000)
1100 - B - Roads - Kerb & Channel Program 0 0
1102 - B - Roads - Major Rural Roads Program (940,935) (300,000)
1104 - B - Roads - Resealing Program 0 0
1105 - B - Roads - Resheeting Program (1,857,000) (1,682,000)
1106 - B - Roads - Rural & Residential Program (82,600) (63,000)
1111 - B - Roads - Streetscapes 0 0
1107 - B - Roads - Town Street Sealing Program 0 0
1108 - B - Roads - Transport Dev Program (245,000) (335,000)
1109 - B - Roads - Urban Rd Improvement Program (36,000) 0
1103 - B- Roads - Rehabilitation Program 0 0
1113 - C - Bridge & Major Culverts Program (724,000) (1,009,000)
1114 - C - Floodway Program 0 (25,000)
1115 - D - Building Program (700,000) (700,000)
1116 - E - Drainage Program 0 0
1122 - F - Open Spaces Program (3,781,013) (643,000)
1120 - G - Land & Land Improvement Program (300,000) (300,000)
1119 - H - IT Program 0 0
1118 - H - Plant, Vehicles & Equipment Program (70,000) (35,000)
1121 -J - Projects (617,750) 0
Total 02 - Capital (9,664,100) (5,502,000)
04 - Emergency Capital
0256 - 09/16 Natural Disaster Funding Income (449,461) 0
0257 - 11/19 Bushfire Recovery 0 (200,000)
Total 04 - Emergency Capital (449,461) (200,000)
Grand Total (10,113,561) (5,702,000)
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Cash and Investments as at 31 March, 2021

Cash Balance - Comparison Between Years

30,000,000
25,000,000 ,K
20,000,000
%’ 15,000,000
o
10,000,000
5,000,000
——2018- 19
—2019 - 20
—2020.21 O : : : : : : : : : :
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
Month
Total Cash Balance at Month End
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
2017 -18 12,943,095| 11,722,616| 12,402,540| 10,045,586| 11,871,466| 10,298,760 8,070,124| 10,076,254 10,520,858 9,157,008| 11,843,662 16,202,519
2018-19 14,662,878| 13,696,212| 14,814,349| 19,043,239| 19,466,664| 18,213,979 17,049,983| 19,275,427| 18,514,123| 16,357,309 18,298,119| 20,785,979
2019 - 20 18,642,143| 18,424,373| 20,885,437 20,496,673| 22,711,437| 22,520,759 21,226,659| 23,831,676| 21,993,073| 19,771,946| 25,394,596| 27,206,212
2020 - 21 24,458,405| 24,173,971| 28,436,358| 26,525,969| 27,490,366| 24,592,324 23,388,847 23,663,702| 24,811,535
Restricted Cash required as at 31 March, 2021 $ 5,148,000
Available Cash as at 31 March, 2021 $ 19,444,324
$ 24,592,324
[1] Breakdown of Cash Holdings
$000's
Minimum Cash Holding (Reserves / Deposits) 5,148
Cash for Future Capital Expenditure 10,078
Unspent Capital and Projects for 2020-21 7,341
22,567
Net YTD Cash Unspent from Operations 2,025
Total Cash held as at 31 March, 2021 24,592

12,000

Breakdown of Cash Holdings - 2020/21

10,000

8,000

6,000

4,000

2,000

Cash Holdings

= Minimum Cash Holding (Reserves /|
Deposits)

® Unspent Capital and Projects for
2020-21

 Net YTD Cash Unspent from
Operations
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Reserves - Restricted Assets:

$000's
Development Fund 392
Community / Heritage Loan 113
Waste Program 3,530
Defined Benefits Additional Call 300
Loan Repayment 625
4,960

Discussion:
Council should see a slight increase in the cash held into the future. Council will be holding more cash as
it builds up it's funds to pay off the long term interest only loans entered into together with future capital
program expenditure. By 30 June 2021 it is anticipated that the cash balance will be down at $15.4m.

13



Debtors Reports as at 31 March, 2021

Rate Debtors - Comparison Between Years

\ ——2017/18 ——2018/19 ——2019/20 2020/21 \
25,000,000
20,000,000 |
15,000,000 - R

Dollars

00000 :\

0 T T T T T T T T T T T
Jul Aug  Sep Oct  Nov  Dec Jan Feb  Mar Apr May Jun
Month
Rates Debtors YTD
$ %
Current 3,978,683 74% BCurrent
Arrears 1,381,946 26% B Arrears
Total 5,360,629 100%
Sundry Debtors YTD
$ % OCurrent
Current 28,414 7.6%
30 Days 123,538 33.1%
B30 Days
60 Days 8,721 2.3%
90 Days or Greater 212,449 56.9%
Total 373,122  100% B 60 Days
W90 Days or
. Greater
Details:
Current
The majority of the current balance is for Home care type accounts.
30 days Recovery of income related to capital projects via grant funding from Department of
Jobs for Stawell Housing Development ($100k)
60 days No major debtors

Larger debts relate to: Dept of Jobs - Central Park upgrade ($82k); Stawell Cemetries
90 Days or Greater ($61k); Wheelie Waste - Community Education Program ($15k); Ararat Wind Farm
($6k) and St Arnaud Sports BSL ($7k).
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Loan Report - Budget 2020/2021

Borrowing Principles:
Indebtedness

Our level of debt will not exceed 60% or $11.1 Million of Rates and Charges Revenue.

Indebtness Calculation Check 12% \/

Debt Servicing Costs

Our level of annual debt servicing costs (principal plus Interest) will not exceed 5% or $1.8
Million of our Total Operating Revenue.

Debt Servicing Calculation Check 1% \/

Loans Budgeted 2020/2021.
- Principa

$000's
Loans Outstanding as at 30 June, 2020
Add proposed new loans 2020/2021 -
Less Scheduled Repayments 2020/2021 (218)
Loans Outstanding as at 30 June, 2021

Current

Expiry Balance

$000's

Loan 15 Jun-21 0
Loan 16 Jun-23 190
Loan 18 Nov-21 1,000
Loan 20 Jun-26 1,000



20210721 Audit and Risk Committee Meeting

7.3 VAGO Sector Update
Mr Malcolm Lewis presented the VAGO sector update June 21 included the VAGO report into Measuring and Reporting on Service Delivery May 2021.

Attachments
1. VAGO LG sector monthly update - June 2021 [7.3.1 - 15 pages]
2. 20210526- Service Delivery Report [7.3.2 - 113 pages]
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OFFICIAL

VAGO

Victorian Auditor-General’'s Office

Local Government audit update — June 2021

Local Government reports tabled within the previous 6 months

Overview Status Tabled Agency(ies)

Annual Plan 2021-22  The Victorian Auditor-General’s Annual Plan Completed 10 June 2021 e Department of Environment, Land, https://www.audit.vi
2021-22 was prepared pursuant to the Water and Planning c.gov.au/report/annu
requirements of section 73 of the Audit Act 1994 e Department of Education and al-plan-2021-22
and tabled in the Parliament of Victoria on 10 Tz

ining
June 2021.

e Department of Families, Fairness
and Housing

e Department of Health

e Department of Justice and
Community Safety

e Department of Transport
e Department of Premier and Cabinet
e Department of Treasury and Finance

e Local councils in Victoria

Measuring and Audit examined if departments: Completed 26 May 2021 e Department of Environment, Land, https://www.audit.vi

Reporting on Service - meet their responsibilities to measure and Water and Planning c.gov.au/report/meas

Delivery report on performance in compliance with e Department of Education and uring-and-reporting-
DTF’s Resource Management Framework Training service-delivery

(the Framework) e Department of Families, Fairness

- ensure their performance information is and Housing

accurate e Department of Health
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https://www.audit.vic.gov.au/report/annual-plan-2021-22
https://www.audit.vic.gov.au/report/annual-plan-2021-22
https://www.audit.vic.gov.au/report/annual-plan-2021-22
https://www.audit.vic.gov.au/report/measuring-and-reporting-service-delivery
https://www.audit.vic.gov.au/report/measuring-and-reporting-service-delivery
https://www.audit.vic.gov.au/report/measuring-and-reporting-service-delivery
https://www.audit.vic.gov.au/report/measuring-and-reporting-service-delivery

Topic

Implementing a New
Infringements
Management System

Service Victoria—
Digital Delivery of
Government Services

Maintaining local
roads

Overview

- report their performance information in a
way that users can readily understand.

Audit examined whether the rollout of the new
infringement system was effective and cost
efficient.

*This report did not include Local Councils but
drew on the work of the Fines Reform Advisory
Board who consulted with them about revenue
lost through inability to collect fines revenue
through Fines Victoria

Audit examined the implementation of Service
Victoria (SV), the Department of Premier and
Cabinet (DPC)’s oversight of it, and the benefits
SV is delivering.

*This report will not include Local Councils but
contains contents concerning Local Government
operations.

Audit examined whether councils use asset data,
budget information and community feedback to
inform their planning for road maintenance. A
detailed dashboard is also published from the
public and individual reports for each one of the
79 councils, comparing their results against their
cohort and state averages.

OFFICIAL

Status

Completed

Completed

Completed

OFFICIAL

Tabled

5 May 2021

18 March 2021

17 March 2021

Agency(ies)

Department of Justice and
Community Safety

Department of Jobs, Precincts and
Regions

Department of Transport
Department of Premier and Cabinet
Department of Treasury and Finance
Local councils in Victoria

Department of Justice and
Community Safety

Department of Treasury and Finance

Fines Victoria

Service Victoria

Department of Premier and Cabinet

Gannawarra Shire Council

Greater Bendigo City Council
Maribyrnong City Council
Northern Grampians Shire Council

Yarra Ranges Shire Council

Link

https://www.audit.vi
c.gov.au/report/impl
ementing-a-new-
infringements-
management-system

https://www.audit.vi
c.gov.au/report/servi
ce-victoria-digital-
delivery-government-
services

https://www.audit.vi
c.gov.au/report/main
taining-local-roads



https://www.audit.vic.gov.au/report/implementing-a-new-infringements-management-system
https://www.audit.vic.gov.au/report/implementing-a-new-infringements-management-system
https://www.audit.vic.gov.au/report/implementing-a-new-infringements-management-system
https://www.audit.vic.gov.au/report/implementing-a-new-infringements-management-system
https://www.audit.vic.gov.au/report/implementing-a-new-infringements-management-system
https://www.audit.vic.gov.au/report/service-victoria-digital-delivery-government-services
https://www.audit.vic.gov.au/report/service-victoria-digital-delivery-government-services
https://www.audit.vic.gov.au/report/service-victoria-digital-delivery-government-services
https://www.audit.vic.gov.au/report/service-victoria-digital-delivery-government-services
https://www.audit.vic.gov.au/report/service-victoria-digital-delivery-government-services
https://www.audit.vic.gov.au/report/maintaining-local-roads
https://www.audit.vic.gov.au/report/maintaining-local-roads
https://www.audit.vic.gov.au/report/maintaining-local-roads
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Overview Status Agency(ies)
Results of 2019-20  This report outlines the results and observations ~ Completed 17 March 2021 * All Councils https://www.audit.vi
audits: Local from financial audits of the LG entities for the c.gov.au/report_/resul
government year ended 30 June 2020. ts-2019-20-audits-

. . . —g—-
An LG data dashboard is also published, making local-govenment

publicly available all the data used in the report
to generate the analysis, benchmarking
information and financial sustainability
assessments.

Planned and in progress Local Government reports

Topic Overview Status Proposed Tabling  Agency(ies) Link

Council waste To determine whether councils' waste In Progress  2021-22 e Ballarat City Council https://www.audi

management management services are achieving e Bayside City Council t.vic.gov.au/repor

services value for money. e Department of Environment, Land, Water and t/delivering-local-
Planning government-

services-waste-

management-
services

e  Grampians Central West Waste and Resource
Recovery Group

e Greater Dandenong City Council
e  Melbourne City Council
e  Metropolitan Waste Resource and Recovery Group

e  Sustainability Victoria
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https://www.audit.vic.gov.au/report/results-2019-20-audits-local-government
https://www.audit.vic.gov.au/report/results-2019-20-audits-local-government
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services
https://www.audit.vic.gov.au/report/delivering-local-government-services-waste-management-services

Overview

OFFICIAL

Status Proposed Tabling

Agency(ies)

Supplying and using
recycled water

Fraud control over
local government
grants

Offsetting native
vegetation loss on
private land

Effectiveness of the
Enhanced Maternal
and Child Health
Program

To determine whether responsible
agencies are increasing the use of
recycled water to meet future water
demand.

To determine whether fraud and
corruption controls over grants in local
government are well designed and
operating as intended.

To determine whether government is
achieving its policy objective of no net
loss to biodiversity as a result of
permitted clearing on private land.

To determine whether the Enhanced
Maternal and Child Health (EMCH)
Program leads to improved access,
participation, and outcomes for
vulnerable children and their families
targeted by the program.

In Progress  2021-22

In Progress  2021-22

Planned 2021-22

Planned 2022-23

OFFICIAL

Department of Environment, Land, Water and

Planning
Environmental Protection Authority Victoria
Barwon Water

City of Greater Geelong

Hume City Council

Knox City Council

Loddon Shire Council

Southern Grampians Shire Council

West Wimmera Shire Council

Department of Environment, Land, Water and

Planning

Trust for Nature

Baw Baw Shire Council
Campaspe Shire Council
Nillumbik Shire Council
Yarra Ranges Shire Council

Department of Health and Human Services
Department of Education and Training
Municipal Association of Victoria

City of Casey

Hobsons Bay City Council

Mildura Rural City Council

South Gippsland Shire Council

Yarra City Council

https://www.audi

t.vic.gov.au/repor

t/supply-and-use-

alternative-urban-
water-sources

https://www.audi
t.vic.gov.au/repor
t/fraud-control-
over-grants-local-
government

N/A

https://www.audi

t.vic.gov.au/repor
t/effectiveness-

enhanced-
maternal-and-
child-health-
program
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https://www.audit.vic.gov.au/report/supply-and-use-alternative-urban-water-sources
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https://www.audit.vic.gov.au/report/fraud-control-over-grants-local-government
https://www.audit.vic.gov.au/report/fraud-control-over-grants-local-government
https://www.audit.vic.gov.au/report/fraud-control-over-grants-local-government
https://www.audit.vic.gov.au/report/fraud-control-over-grants-local-government
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
https://www.audit.vic.gov.au/report/effectiveness-enhanced-maternal-and-child-health-program
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Overview Status Proposed Tabling

Agency(ies)

Implementing Plan
Melbourne 2017-50

Fraud and corruption
risk in local
government
procurement

Developing
Fishermans Bend

Road congestion and
public transport

Regulation of council
building approvals in
local government

To determine the extent to which
implementation of Plan Melbourne
2017-50 is supporting productivity,
sustainability and liveability.

Planned 2022-23

To determine whether fraud and Planned 2022-23
corruption controls over local
government procurement are well-

designed and operate as intended.

To determine whether planning and Planned 2022-23
early development of Fishermans Bend
supports the delivery of the

development’s objectives.

To determine whether regulatory Planned 2022-23
interventions for road-based public
transport on congested roads are

working as planned.

To determine whether council regulation  Planned 2022-23
of building activity ensures that safety
and amenity requirements are met, and

council assets are protected.

OFFICIAL

Department of Environment, Land, Water and
Planning

Department of Jobs, Precincts and Regions
Maroondah City Council

Moonee Valley City Council

Banyule City Council

Hepburn Shire Council

Municipal Association of Victoria

Mitchell Shire Council

Nillumbik Shire Council

Wodonga Regional City Council
Department of Environment, Land, Water and
Planning

Development Victoria

Department of Jobs, Precincts and Regions
Melbourne City Council

Port Phillip City Council

Department of Transport
Victoria Police

Selected local councils

Manningham City Council
Monash City Council

Surf Coast Shire Council
Wangaratta Rural City Council
Wyndham City Council

https://www.audi
t.vic.gov.au/repor
t/implementing-

plan-melbourne-
2017-50

https://www.audi
t.vic.gov.au/repor
t/fraud-and-
corruption-risk-
local-government-
procurement

https://www.audi

t.vic.gov.au/repor
t/developing-

fishermans-bend

https://www.audi
t.vic.gov.au/repor
t/road-
congestion-and-
public-transport

https://www.audi
t.vic.gov.au/repor
t/regulation-
council-building-
approvals-local-
government


https://www.audit.vic.gov.au/report/implementing-plan-melbourne-2017-50
https://www.audit.vic.gov.au/report/implementing-plan-melbourne-2017-50
https://www.audit.vic.gov.au/report/implementing-plan-melbourne-2017-50
https://www.audit.vic.gov.au/report/implementing-plan-melbourne-2017-50
https://www.audit.vic.gov.au/report/implementing-plan-melbourne-2017-50
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/fraud-and-corruption-risk-local-government-procurement
https://www.audit.vic.gov.au/report/developing-fishermans-bend
https://www.audit.vic.gov.au/report/developing-fishermans-bend
https://www.audit.vic.gov.au/report/developing-fishermans-bend
https://www.audit.vic.gov.au/report/developing-fishermans-bend
https://www.audit.vic.gov.au/report/road-congestion-and-public-transport
https://www.audit.vic.gov.au/report/road-congestion-and-public-transport
https://www.audit.vic.gov.au/report/road-congestion-and-public-transport
https://www.audit.vic.gov.au/report/road-congestion-and-public-transport
https://www.audit.vic.gov.au/report/road-congestion-and-public-transport
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
https://www.audit.vic.gov.au/report/regulation-council-building-approvals-local-government
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Overview Status Proposed Tabling  Agency(ies)
Managing land-use To determine whether the management  Planned 2022-23 * Department of Environment, Land, Water and https://www.audi
buffers of land-use buffers is promoting public Planning t.vic.gov.au/repor
health, safety and liveability. e Environment Protection Authority Victoria t/managing-land-

e  Metropolitan Waste and Resource Recovery Group use-buffers

e City of Greater Dandenong

e City of Kingston

Hazardous waste To determine whether responsible Planned 2023-24 e Department of Environment, Land, Water and https://www.audi
management agencies’ control and regulation of Planning t.vic.gov.au/repor
hazardous waste has reduced e  Environment Protection Authority Victoria t/hazardous-

inappropriate disposal. waste-

e  Maribyrnong City Council
management-0

e Metropolitan Waste Resource Recovery Group
e Sustainability Victoria

e  Whittlesea City Council

e  WorkSafe Victoria

Food safety To determine whether councils’ Planned 2023-24 * Department of Health and Human Services https://www.audi
regulation in local administration of food safety regulation e A selection of local councils t.vic.gov.au/repor
government ensures legislative compliance and t/food-safety-
supports public health. regulation-local-
government

Other Integrity and Local Government Related Bodies update — June 2021
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https://www.audit.vic.gov.au/report/hazardous-waste-management-0
https://www.audit.vic.gov.au/report/hazardous-waste-management-0
https://www.audit.vic.gov.au/report/hazardous-waste-management-0
https://www.audit.vic.gov.au/report/hazardous-waste-management-0
https://www.audit.vic.gov.au/report/food-safety-regulation-local-government
https://www.audit.vic.gov.au/report/food-safety-regulation-local-government
https://www.audit.vic.gov.au/report/food-safety-regulation-local-government
https://www.audit.vic.gov.au/report/food-safety-regulation-local-government
https://www.audit.vic.gov.au/report/food-safety-regulation-local-government
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Local Government reports prepared within the previous 6 months

Topic

Overview Status Published

Victorian Local Government and Minister for Local Government

Victorian Local Government Rating
System Review

Victorian Ombudsman

Investigation into Melton City
Council’s engagement of IT
company, MK Datanet Pty Ltd

Investigation into how local
councils respond to ratepayers in
financial hardship

Outsourcing of parking fine
internal reviews — a follow-up
report

The Victorian Government is conducted a full review into the
Victorian Local Government Rating System. The report
provided a list of 56 recommendation to be considered for
the Victorian Local Government Rating System.

Completed

The Victorian Ombudsman investigation found that a well- 9 June 2021
paid council IT contract worker directed $1.6 million of

ratepayers’ money into one of his own companies as lax

oversight allowed him to manipulate processes. Following

the investigation, the Ombudsman has recommended the

issues be raised with Victoria Police and the Australian

Securities and Investments Commission.

Completed

In light of the COVID-19 pandemic, Victorian Ombudsman
investigated how Victoria’s 79 local councils are responding
to ratepayers in financial hardship. The investigation focused
on council hardship relief for homeowners (ratepayers who
cannot pay rates on their primary residence).

Completed 17 May 2021

The Ombudsman’s follow-up investigation report found that 17 March 2021
more than 17,400 parking fines could be overturned as it
identified a further five councils, a university and an agency

outsourced internal reviews of parking infringements.

Completed

There are now 12 councils and agencies in Victoria that have
or are setting up refund schemes for motorists affected by
historical outsourcing of parking fine reviews.

Local Government reports currently in progress

OFFICIAL

21 December 2020

Link

https://www.localgovernment.vic.gov.au
/council-governance/victorian-local-
government-rating-system-review

https://engage.vic.gov.au/rating-review

https://www.ombudsman.vic.gov.au/our
-impact/investigation-
reports/investigation-into-melton-city-
councils-engagement-of-it-company-mk-
datanet-pty-Itd

https://www.ombudsman.vic.gov.au/our
-impact/investigation-
reports/investigation-into-how-local-
councils-respond-to-ratepayers-in-

financial-hardship/

https://www.ombudsman.vic.gov.au/our
-impact/investigation-
reports/outsourcing-of-parking-fine-
internal-reviews-a-follow-up-report/



https://www.localgovernment.vic.gov.au/council-governance/victorian-local-government-rating-system-review
https://www.localgovernment.vic.gov.au/council-governance/victorian-local-government-rating-system-review
https://www.localgovernment.vic.gov.au/council-governance/victorian-local-government-rating-system-review
https://engage.vic.gov.au/rating-review
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-melton-city-councils-engagement-of-it-company-mk-datanet-pty-ltd/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-melton-city-councils-engagement-of-it-company-mk-datanet-pty-ltd/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-melton-city-councils-engagement-of-it-company-mk-datanet-pty-ltd/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-melton-city-councils-engagement-of-it-company-mk-datanet-pty-ltd/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-melton-city-councils-engagement-of-it-company-mk-datanet-pty-ltd/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-how-local-councils-respond-to-ratepayers-in-financial-hardship/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-how-local-councils-respond-to-ratepayers-in-financial-hardship/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-how-local-councils-respond-to-ratepayers-in-financial-hardship/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-how-local-councils-respond-to-ratepayers-in-financial-hardship/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/investigation-into-how-local-councils-respond-to-ratepayers-in-financial-hardship/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/outsourcing-of-parking-fine-internal-reviews-a-follow-up-report/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/outsourcing-of-parking-fine-internal-reviews-a-follow-up-report/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/outsourcing-of-parking-fine-internal-reviews-a-follow-up-report/
https://www.ombudsman.vic.gov.au/our-impact/investigation-reports/outsourcing-of-parking-fine-internal-reviews-a-follow-up-report/
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Topic Overview Status Proposed Publishing  Link

Independent Broad-based Anti-Corruption Commission

Operation Sandon IBAC held public hearings during 2019 and 2020 into In Progress  To be advised https://www.ibac.vic.gov.au/investigatin
allegations of serious corrupt conduct in relation to g-corruption/IBAC-
planning and property development decisions at the City of examinations/operation-sandon

Casey council.

Active Council governance matters as at date:

Topic Councils and timeline Link
Long-term Government e South Gippsland Shire Council (21 June 2019 until the https://www.localgovernment.vic.gov.au/council-governance/commission-of-
appointed administrators next election for the council in October 2021) inquiry-into-south-gippsland-shire-council2

e Casey City Council (14 May 2020 to October 2024) https://www.localgovernment.vic.gov.au/council-governance/independent-reports

e  Whittlesea City Council (19 June 2020 to October 2024) https://www.localgovernment.vic.gov.au/council-governance/independent-reports
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https://www.ibac.vic.gov.au/investigating-corruption/IBAC-examinations/operation-sandon
https://www.ibac.vic.gov.au/investigating-corruption/IBAC-examinations/operation-sandon
https://www.localgovernment.vic.gov.au/council-governance/commission-of-inquiry-into-south-gippsland-shire-council2
https://www.localgovernment.vic.gov.au/council-governance/commission-of-inquiry-into-south-gippsland-shire-council2
https://www.localgovernment.vic.gov.au/council-governance/independent-reports
https://www.localgovernment.vic.gov.au/council-governance/independent-reports
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Interstate Local Government reports tabled within the previous 3 months

Topic
New South Wales

Report on Local
Government 2020

Investigation into the
conduct of councillors
of the former
Canterbury City Council
and others (Operation
Dasha) - by
Independent
Commission Against
Corruption (ICAC)

Queensland

Local government 2020

Western Australia

Overview Status

The report details the results of the local government sector
council financial statement audits for the year ended 30 June
2020.

Completed

The ICAC investigated allegations concerning the former Completed
Canterbury City Council, including whether, public officials

including former councillors dishonestly and/or partially

exercised their official functions in relation to planning

proposals and/or applications concerning properties in the

Canterbury City Council local area.

In its investigation report, the Commission makes findings of
serious corrupt conduct against the concerned former public
officials. The report makes 23 corruption prevention
recommendations to help address the corruption risks
identified and to help prevent the same conduct identified
from reoccurring.

This audit summarised the results of our financial audits of
the Queensland councils and the related entities they control
that produced financial statements at 30 June.

Completed

OFFICIAL

Tabled

27 May 2021

22 March 2021

22 April 2021

Agency(ies)

All local councils

Canterbury City
Council

All local councils

Link

https://www.audit.nsw.gov.
au/our-work/reports/report-
on-local-government-2020

https://www.icac.nsw.gov.a
u/investigations/past-
investigations/2021/canterb
ury-city-council-operation-
dasha

https://www.qao.qld.gov.au
/reports-resources/reports-
arliament/local-

government-2020



https://www.audit.nsw.gov.au/our-work/reports/report-on-local-government-2020
https://www.audit.nsw.gov.au/our-work/reports/report-on-local-government-2020
https://www.audit.nsw.gov.au/our-work/reports/report-on-local-government-2020
https://www.icac.nsw.gov.au/investigations/past-investigations/2021/canterbury-city-council-operation-dasha
https://www.icac.nsw.gov.au/investigations/past-investigations/2021/canterbury-city-council-operation-dasha
https://www.icac.nsw.gov.au/investigations/past-investigations/2021/canterbury-city-council-operation-dasha
https://www.icac.nsw.gov.au/investigations/past-investigations/2021/canterbury-city-council-operation-dasha
https://www.icac.nsw.gov.au/investigations/past-investigations/2021/canterbury-city-council-operation-dasha
https://www.qao.qld.gov.au/reports-resources/reports-parliament/local-government-2020
https://www.qao.qld.gov.au/reports-resources/reports-parliament/local-government-2020
https://www.qao.qld.gov.au/reports-resources/reports-parliament/local-government-2020
https://www.qao.qld.gov.au/reports-resources/reports-parliament/local-government-2020

Topic

Audit Results Report —
Annual 2019-20
Financial Audits of
Local Government
Entities

Local Government
General Computer
Controls

Regulation and support
of local government

Tasmania

Auditor-General’s
Report on the Financial
Statements of State
Entities Volume 2

OFFICIAL

Overview

This report summarises the third year of QAQ’s 4-year
transition into local government financial auditing. It includes
the results of 117 local government entities.

The report summarises the results of OAG’s 2020 annual cycle
of information systems audits across a selection of 50 local
government entities.

This audit assessed whether the Department of Local
Government, Sport and Cultural Industries effectively
regulates and supports local government entities.

This report summarises the outcomes of audits of financial
statements of State entities and audited subsidiaries of State
entities for the years ended 31 December 2019 and 30 June
2020.

Australian National Audit Office (ANAO)

Cyber Security
Strategies of Non-
Corporate
Commonwealth
Entities

The objective of the audit was to assess the effectiveness of
cyber security risk mitigation strategies implemented by
selected non-corporate Commonwealth entities to meet
mandatory requirements under the Protective Security Policy
Framework, and the support provided by the responsible
cyber policy and operational entities.

*This report will not include Local Councils, but its contents
may directly apply to areas concerning Local Government
operations.

OFFICIAL

Status

Completed

Completed

Completed

Completed

Completed

Tabled

16 June 2021

12 May 2021

30 April 2021

25 March 2021

19 March 2021

Agency(ies)

117 local
government
entities

Selection of 50
local councils

Selection of local
councils

Public Sector
entities including
29 Local councils

Across entities

Link

https://audit.wa.gov.au/rep
orts-and-
publications/reports/audit-
results-report-annual-2019-
20-financial-audits-of-local-
government-entities/

https://audit.wa.gov.au/rep
orts-and-
publications/reports/local-
government-general-

computer-controls/

https://audit.wa.gov.au/audi
ting-in-wa/audit-program/

https://www.audit.tas.gov.a
u/publication/agr2020v2/

https://www.anao.gov.au/w
ork/performance-
audit/cyber-security-
strategies-non-corporate-
commonwealth-entities
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https://audit.wa.gov.au/reports-and-publications/reports/audit-results-report-annual-2019-20-financial-audits-of-local-government-entities/
https://audit.wa.gov.au/reports-and-publications/reports/audit-results-report-annual-2019-20-financial-audits-of-local-government-entities/
https://audit.wa.gov.au/reports-and-publications/reports/audit-results-report-annual-2019-20-financial-audits-of-local-government-entities/
https://audit.wa.gov.au/reports-and-publications/reports/audit-results-report-annual-2019-20-financial-audits-of-local-government-entities/
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https://audit.wa.gov.au/reports-and-publications/reports/local-government-general-computer-controls/
https://audit.wa.gov.au/reports-and-publications/reports/local-government-general-computer-controls/
https://audit.wa.gov.au/reports-and-publications/reports/local-government-general-computer-controls/
https://audit.wa.gov.au/reports-and-publications/reports/local-government-general-computer-controls/
https://audit.wa.gov.au/reports-and-publications/reports/local-government-general-computer-controls/
https://audit.wa.gov.au/auditing-in-wa/audit-program/
https://audit.wa.gov.au/auditing-in-wa/audit-program/
https://www.audit.tas.gov.au/publication/agr2020v2/
https://www.audit.tas.gov.au/publication/agr2020v2/
https://www.anao.gov.au/work/performance-audit/cyber-security-strategies-non-corporate-commonwealth-entities
https://www.anao.gov.au/work/performance-audit/cyber-security-strategies-non-corporate-commonwealth-entities
https://www.anao.gov.au/work/performance-audit/cyber-security-strategies-non-corporate-commonwealth-entities
https://www.anao.gov.au/work/performance-audit/cyber-security-strategies-non-corporate-commonwealth-entities
https://www.anao.gov.au/work/performance-audit/cyber-security-strategies-non-corporate-commonwealth-entities
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Local Government reports currently in progress and planned

Objective(s) Status Proposed Tabling  Agency(ies)

New South Wales

Business continuity This audit will examine the effectiveness of business  Planned 2020-21 e Aselection of local councils https://www.audit.ns
and disaster recovery continuity planning processes in a selection of local w.gov.au/our-
planning councils in preparing these organisations for recent work/reports/busine
emergency events. ss-continuity-and-
disaster-recovery-
planning
Council annual charges  This audit could examine selected common charges Planned 2020-21 e Aselection of local councils https://www.audit.ns
across a number of councils to understand what is w.gov.au/our-
driving the variability in charges for the common work/reports/council
services, that vary greatly between councils. -annual-charges
Compliance review: In February 2019 the Department of Finance, Planned 2020-21 e Al NSW Government https://www.audit.ns
Cybersecurity Services and Innovation launched the NSW Cyber Departments and Public Service ~ w.gov.au/our-
Security Policy to ensure all NSW Government Agencies work/reports/compli
Departments and Public Service Agencies are ance-review-
managing cyber security risks to their information cybersecurity

and systems. The policy mandates a number of
requirements that are a minimum that all agencies
must implement. In addition, agencies must assess
their level of cyber maturity. This audit will examine
whether agencies are complying with the Policy.

Queensland
Effectiveness of Local This audit will assess the effectiveness of audit Planned 2021-22 ¢ Aselection of local councils https://www.gao.qgld.
Government Audit committees in local governments. gov.au/audit-program
committees
Local government 2021  This audit will summarise the results of our financial ~ Planned 2021-22 * Aselection of local councils https://www.gao.qgld.

audits of the Queensland councils and the related gov.au/audit-program
entities they control that produced financial
statements at 30 June
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https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/business-continuity-and-disaster-recovery-planning
https://www.audit.nsw.gov.au/our-work/reports/council-annual-charges
https://www.audit.nsw.gov.au/our-work/reports/council-annual-charges
https://www.audit.nsw.gov.au/our-work/reports/council-annual-charges
https://www.audit.nsw.gov.au/our-work/reports/council-annual-charges
https://www.audit.nsw.gov.au/our-work/reports/compliance-review-cybersecurity
https://www.audit.nsw.gov.au/our-work/reports/compliance-review-cybersecurity
https://www.audit.nsw.gov.au/our-work/reports/compliance-review-cybersecurity
https://www.audit.nsw.gov.au/our-work/reports/compliance-review-cybersecurity
https://www.audit.nsw.gov.au/our-work/reports/compliance-review-cybersecurity
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
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Objective(s) Status Proposed Tabling  Agency(ies)
Water 2021 This audit will summarise financial audit results of Planned 2021-22 ® Seqwater https://www.gao.qld.
state and local government owned water entities, e SunWater gov.au/audit-program

and two controlled entities for 2020-21. e  Gladstone Area Water Board

e Mount Isa Water Board
e Queensland Urban Utilities
e  Unitywater.

e Local Councils who own water

entities
Queensland Floods This audit will assess whether Queensland is better Planned 2021-22 e Department of Natural https://www.qao.qld.
Commission of Enquiry  able to prevent and prepare for floods following the Resources, Mines and Energy gov.au/audit-program
Queensland Floods Commission of Inquiry. e Department of Environment and
Science

e Queensland Reconstruction
Authority

e Aselection of local councils
e Department of State

Development, Manufacturing,
Infrastructure and Planning

Commonwealth Games  This audit will assess whether the state has realised Planned 2021-22 e Department of Innovation and https://www.gao.qld.
Legacy the intended Iegacy benefits from the Tourism Industry Development gov.au/audit-program
Commonwealth Games.

e Department of State
Development, Manufacturing,
Infrastructure and Planning

e Aselection of local councils

Managing conflicts of This audit will assess how effectively councils Planned 2022-23 e Aselection of local councils https://www.qao.qld.
interest in Local manage and respond to conflicts of interest. gov.au/audit-program
Government
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https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
https://www.qao.qld.gov.au/audit-program
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Objective(s) Status Proposed Tabling  Agency(ies)
Maintaining strong and  This audit will assess the Queensland Government’s  Planned 2022-23 *  Department of Local https://www.gao.qld.
prosperous regions effectiveness in progressing the goals for strong and Government, Racing and gov.au/audit-program
prosperous regions in its Queensland Plan. Multicultural Affairs

e  Selection of local councils

Transport service This audit will assess whether transport service Planned 2022-23 e Department of Transport and https://www.qao.qld.
contracts contracts are managed effectively to meet the Main Roads gov.au/audit-program
government’s transport objectives, maximise value e Aselection of local councils

for money and meet community needs.

Local government This audit will summarise the results of our financial ~ Planned 2022-23 ® Aselection of local councils https://www.gao.qgld.
entities: 2022 audits of the Queensland councils and the related gov.au/audit-program
entities they control that produced financial
statements at 30 June.

Water 2022 This audit will summarise financial audit results of Planned 2022-23 e Segwater https://www.qao.qld.
state and local government owned water entities, e SunWater gov.au/audit-program
and two controlled entities for 2020-21.

e Gladstone Area Water Board
e  Mount Isa Water Board
e Queensland Urban Utilities

e  Unitywater.

e Local Councils who own water

entities
Managing Invasive This audit will assess how effectively the Department  Planned 2022-23 e Department of Agriculture and https://www.qao.qld.
species of Agriculture and Fisheries is managing invasive Fisheries gov.au/audit-program
species. e Department of Environment and
Science

e Department of Natural
Resources, Mines and Energy

e Selection of local councils
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Objective(s)

OFFICIAL

Status

Proposed Tabling

Agency(ies)

Western Australia

Safe and Viable cycling
in the Perth and Peel
region

State of Cyber security
in local government
entities

Local Government
financial hardship
support

Tasmania

Council general
manager recruitment,
appointment and
performance
assessment

Managing landfills

The objective of the audit is to assess the
effectiveness of LG entities in improving the Perth
and Peel cycling network and follow-up
recommendations from our 2015 performance audit
Safe and Viable Cycling in the Perth Metropolitan
Area.

The objective of this audit is to determine if local
government entities are effectively managing cyber
security.

The objective of this audit is to assess if LG entities
provide effective financial hardship support to assist
ratepayers impacted by COVID-19.

This audit will assess recruitment processes,
contractual and remuneration arrangements and
performance assessment for council general
managers.

This audit will examine whether the Environmental
Protection Authority’s (EPA) current regulatory
approach is appropriately administered, is being
complied with and has been effective in providing
assurance that landfills are not leading to adverse
human health and environmental impacts, both
currently and for future generations.

This audit will examine the activities of the EPA and a
sample of councils and joint authorities that own and

operate landfills

In Progress

In Progress

Planned

Planned

Planned

OFFICIAL

2021-22

2021-22

2021-22

2021-22

2021-22

Local government entities for
Perth and Peel regions

Department of Transport (DoT)

Sample of Local government
entities

Sample of Local government
entities

A selection of local councils

Environmental Protection
Authority

Department of Primary
Industries, Parks, Water and
Environment

Selected Councils and Joint
Authorities

https://audit.wa.gov.
au/auditing-in-
wa/audit-program/

https://audit.wa.gov.
au/auditing-in-
wa/audit-program/

https://www.audit.ta

s.gov.au/wp-
content/uploads/Ann
ual-Plan-of-Work-

2020-21.pdf

https://www.audit.ta

S.gov.au/wp-

content/uploads/Ann

ual-Plan-of-Work-
2019-20.pdf
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Objective(s) Status Proposed Tabling  Agency(ies)
Council Procurement - This audit will assess whether procurement of goods ~ Planned 2021-22 ® Aselection of local councils https://www.audit.ta
Report 3 and services by councils is being undertaken in s.gov.au/wp-
accordance with the: content/uploads/Ann
e Local Government Act 1993 MOE;NWI«
2020-21.p
e Local Government (General) Regulations 2015
e  Council’s Code for Tenders and Contracts
Council’s internal policies, procedures and manuals
Australian National Audit Office (ANAO)
Operation of Grants The objective of this audit is to assess the design and  In Progress  August 2021 e Department of Finance https://www.anao.go
Hubs implementation of the Streamlining Government e Department of Industry, Science, v.au/w9rk/perf9rman
Grants Administration (SGGA) Program in improving Energy and Resources ce-audit/operation-
the effective and efficient delivery of grants grants-hubs

. . e Department of Social Services
administration.

*This report will not include Local Councils but its
contents may directly apply to areas concerning Local
Government operations.
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Audit snapshot

Does the way Victorian government departments measure and report on
their service delivery support accountability and good decision-making?

Why this audit is important

Departments are accountable to
Parliament and the community for
what they achieve using public
funds. They must accurately report
their performance in the Budget
papers and their annual reports
because this information is essential
to identify what is working and
what areas need improvement.

Over the last 20 years, our audits
have found significant and
persistent weaknesses in
departments' performance
reporting, including weak links
between the objectives they set and
the way they measure success.

Who we examined

We examined all eight departments
and selected the following three for
further analysis as case studies: the
departments of Treasury and
Finance (DTF), Education and
Training (DET) and the former

Key facts
Service delivery 2020-21

departments

objective
indicators

Health and Human Services
(DHHS).

What we examined
We examined if departments:

* meet their responsibilities to
measure and report on
performance in compliance with
DTF's Resource Management
Framework (the Framework)

« ensure their performance
information is accurate

* report their performance
information in a way that users
can readily understand.

What we concluded

Departments do not measure or
report on their performance well.

They do not:

+  fully comply with the Framework

« measure their service efficiency
or effectiveness

Approximately
€79 A
D [ (

budget

e

outputs
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e present their performance
information in a way that
enables efficient and effective
analysis.

It is also apparent that the process
of adding new measures into the
Budget papers is failing.

The Framework requires
departments to measure output
delivery and outcome achievement.
However, there are too many input
and process measures and poorly
constructed output measures and
objective indicators in the Budget
papers. This obfuscates
departments' performance
reporting and diminishes their
accountability.

We continue to find the same
issues whenever we examine
departments' performance
reporting, which indicates the need
for a 'root and branch' review of the
entire performance reporting
framework.

objectives

‘output’
performance
measures



What we found and recommenad

We consulted with the audited agencies and considered their
views when reaching our conclusions. The agencies’ full responses
are in Appendix A.

Measuring outcomes

Clear objectives are the foundation of a meaningful performance measurement
system because they define the desired outcomes that performance will be measured
against. The Department of Treasury and Finance's (DTF) Resource Management
Framework (the Framework) requires departments to set clear objectives and report
on their progress towards achieving them.

Departments report their objectives in the Budget Paper No. 3: Service Delivery (BP3).
While most departments have set clear objectives, BP3 includes examples of
objectives that do not clearly express the desired outcome the department aims to
achieve. For example:

» the Department of Justice and Community Safety's (DJCS) objective, ‘Effective
management of prisoners and offenders and provision of opportunities for
rehabilitation and reparation’, states DJCS's responsibilities in regards to
correctional services, not the intended outcome, which would likely relate to
reduced recidivism

+ the Department of Premier and Cabinet's (DPC) objective, 'High-performing DPC',
does not express the intended outcome for the community or other departments
for the services it provides.

In these circumstances, it is difficult to understand the goals that departments are
working towards.

We also found multiple examples of objective indicators that do not meet the
Framework's requirements and subsequently do not provide useful information about
outcome achievement.
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BP3 outlines the government's
priorities for the services it
provides and sets out the costs of
the services. It includes a
breakdown of all output funding
with associated performance
targets.



Many objective indicators in BP3
are not informative about outcome
achievement because they ...

Measure outputs (for example, the
quantity of services provided) rather
than outcomes

Are vague because it is difficult to
interpret what is being measured

Lack any business rules to explain how
results are calculated and where data
is sourced

Lack baseline data to measure
progress against

For example ...

The Department of Education and Training's (DET) objective indicator
'Engagement: Increase the number of Victorians actively participating in
education, training, and early childhood development services' counts
the 'outputs’ DET delivers, not the outcomes of enrolments, which
would be course completions or employment

For the Department of Transport's (DoT) objective indicator 'Reliable
travel', there is no further detail in BP3 to explain what is being
measured or how

Around 60 per cent of objective indicators in the 2019-20 BP3 have no
documented business rules

No departments have baseline data for any of their objective indicators.
This is particularly problematic for the many objective indicators that
aim to 'reduce’, 'improve' or 'increase' something

As a result, departments' performance reporting is missing key information about
whether service delivery is achieving intended outcomes. This is a significant gap.
Without information on outcome achievement, the government lacks a sound basis
for its future investment and policy decisions.

In 2019, DPC introduced Outcomes Reform in Victoria (the Outcomes policy), which
aims to improve the way departments report on their outcomes and support the
creation of bespoke outcomes frameworks for specific service delivery areas.
However, the policy does not articulate what relationship or priority departmental
outcomes should have to departments’ objectives and objective indicators, and
makes no reference to the Framework at all.

As a result, there is a risk that departments may develop conflicting sets of outcomes
and measures, de-prioritise their BP3 objectives and objective indicators, or create
confusion among staff, government decision-makers, Parliament and the community
about what the departments' objectives are and which performance information to
use.

Measuring output performance

An output should capture all the specific activities that make up a service and should
contribute to the achievement of a department’s objective. The 2020-21 BP3 includes
examples of outputs that that are too large in size or combine too many separate
activities. This reduces transparency and accountability by making it difficult for
Parliament and the community to understand the cost and performance of the
individual services the output covers.

Across all departments and service delivery areas, there are many output performance
measures that provide useful insights into departments’ performance. However, no
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department consistently meets the requirements of the Framework for designing

output performance measures.

This is despite the Framework describing output performance measures as the
'building blocks of the accountability system' and the 'basis for the certification of
departmental revenue'. The lack of clear and relevant output measures is a significant
failure of the state's key performance and accountability framework. Without
well-designed output performance measures, departments cannot be held properly
accountable to the government, Parliament and the community for their output

performance.

Figure A outlines the wide range of issues that limit the usefulness of departments’
current output performance measures.

Figure A: Limitations of 2020-21 output performance measures

Inconsistent

A unit cost is the cost of providing
one instance of a service, rather
than the total cost of all activities
that a department delivers. For
example, the unit cost for an
ambulance service could be ‘cost
per ambulance trip".

Breach of with
mandatory Framework
Issue requirements? guidance? Example
Only 64 per cent of outputs have at Yes Yes DET has no timeliness measures for any of its
least one output performance measure outputs, which include activities where
in each of the four dimensions of timeliness is important, such as its regulatory
quantity, quality, timeliness and cost. oversight functions, delivery of various
Where outputs have output supports to students or training programs to
performance measures that lack one or teachers.
more of the four dimensions, it is not
possible to see if departments are
making trade-offs, such as sacrificing
quality for timeliness.
Across the 1 258 output performance Yes Yes Many output performance measures that
measures for all government simply count the number of services provided
departments in 2020-21, there are only could be converted to show unit costs. For
two direct measures of technical example, DJCS's measure 'Annual daily average
efficiency. This represents a significant number of male prisoners' would be more
gap in performance reporting for valuable as an efficiency measure, such as cost
public service delivery in Victoria. per prisoner.
Many measures do not measure Yes, because Yes For DTF's Invest Victoria output group, where
outputs and instead measure inputs, the Framework service delivery aims to increase business
processes or outcomes. This results in requires investment in Victoria, there is only one true
significant gaps in service performance departments to output measure, which counts the number of
information. develop output visits to the Invest Victoria website. Aside from
measures this, one input measure is included (‘total cost’)
and the rest are all outcome measures that
outline the numbers of jobs created,
businesses attracted to Victoria and funds
generated. These results may be influenced by
factors outside of DTF's control.
Some output performance measures No Yes Output performance measures, such as the

are too vague for the user to
understand what is being measured.

BP3 does not provide any further detail
to explain them.

following, fail to describe what is being
measured and how:
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Inconsistent
Breach of with
mandatory Framework
Issue requirements? guidance?

Example

¢ the Department of Health and Human
Services' (DHHS)* 'Hand hygiene
compliance’

¢ the Department of Jobs, Precincts and
Regions' (DJPR) ‘Engagements with
businesses’

¢ DICS's 'Prosecutable images'.

Some departments use output No Yes
performance measures where

performance results are not

attributable to them.

Some output performance measures count
things that departments cannot control, such
as:

¢ DoT's 'Road vehicle and driver regulation,
driver licences renewed’

¢ DHHS's 'Statewide emergency road
transports'’.

These are measures of external demand and
not output performance measures.

Some departments use output No Yes
performance measures and targets that

only reflect meeting minimum

standards or legal requirements.

Output performance measures that only show
that a department has not breached legal
requirements are not useful in showing
performance, such as:

¢ DTF's 'Budget Update, Financial Report for
the State of Victoria, Mid-Year Financial
Report, and Quarterly Financial Reports are
transmitted by legislated timelines’

¢ The Department of Environment, Land,
Water and Planning’s (DELWP) ‘Portfolio
entity annual reports including financial
statements produced in line with the
Financial Management Act 1994 and free
from material errors'.

Some departments’ output Yes Yes
performance measures prevent
comparison of performance over time.

Raw counts of services delivered prevent
comparison over time because they do not
consider changes in population, service user
numbers or funding amounts. For example,
DHHS's measure 'Total community service
hours' could be tracked if converted to an
efficiency measure, such as cost per
community service hour or community service
hours per capita to demonstrate levels of
service usage.

*Note: As the time period of this audit predates relevant machinery of government changes, throughout this report we refer to DHHS, which is the
predecessor agency of what are now the Department of Health (DH) and the Department of Families, Fairness and Housing (DFFH).

Source: VAGO, based on the Framework and the 2020-21 BP3.

The frequency of issues in output measure design we observed across departments A senvice logic explains how

activities lead to a desired

shows a lack of understanding of the Framework's requirements and the service logic outcome. For example, a service

of the activities being measured.
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logic approach explains how
departments transform their
inputs into outputs to achieve their
desired outcomes. We discuss this
in Section 1.1.



As DTF has an important role in reviewing and providing advice about departments’
measures and as the owner of the Framework, it could do more to address this.
However, DTF does not comply with some of its own requirements either. Further,
despite accepting the recommendation in our 2014 audit, Public Sector Performance
Measurement and Reporting, to improve its guidance material on performance
measurement by including examples of efficiency and effectiveness measures and
how to link outputs to departmental objectives, DTF has not done this this effectively.

Recommendations about measuring objectives and output performance

We recommend that:

All departments

review their objectives, indicators and output performance
measures using a service logic approach to clearly distinguish
between their service objectives, inputs, processes and outputs,
and use this information to re-validate and, as needed, redesign
their performance statements (see Sections 2.1, 2.2 and 3.3)

Response

Accepted by: DELWP, DET,
DJCS, DJPC, DPC, DTF and
DoT

Accepted in principle by:
Department of Families,
Fairness and Housing
(DFFH), Department of
Health (DH)

ensure their performance statements comply with the Resource
Management Framework (and, where possible, its guidance
material) including:

developing baseline data for objective indicators (see Section 2.2)

clearly linking outputs with departmental objectives/objective
indicators (see Section 2.2)

redefining outputs that are too large and/or heterogenous in
terms of service delivery (see Section 3.1)

ensuring outputs have a balanced and meaningful mix of output
performance measures that assess quantity, quality, timeliness
and cost (see Section 3.2)

setting output performance measures that allow for comparison
over time and, where possible, against other departments and
jurisdictions (see Section 3.3)

Accepted by: All
departments

develop output performance measures that use unit costing to
measure service efficiency (see Section 3.2).

Accepted by: DFFH, DH,
DJCS, DJPR, DPC, DTF
Accepted in principle by:
DELWP, DET, DoT

Department of Treasury
and Finance

improves the Resource Management Framework's guidance
materials to:

show departments how to align their output measures and
objective indicators to a service logic model (see Sections 2.2 and
3.2)

include practical examples of how to design objective indicators
and output performance measures to assess effectiveness and
efficiency (see Sections 2.2 and 3.2)

Accepted
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5. inits annual review of departmental performance statements as
part of the Budget process, advise the Assistant Treasurer on the
extent to which each department’s performance statements
comply with all mandatory requirements of the Resource
Management Framework (see Sections 2.1, 2.2, 3.1, 3.2 and 3.3).

Accepted in principle

Department of Treasury ~ 6. integrate and harmonise the Outcomes Reform in Victoria policy
and Finance and with the Resource Management Framework to ensure coherence
Department of Premier and cohesiveness in departmental performance reporting, and
and Cabinet use the approach to performance reporting adopted in New
Zealand as a good practice reference point (see Section 2.3).

Partially accepted by:
DPC

Accepted in principle by:
DTF

Using performance information

The information that departments publish provides some useful insights about
elements of their performance. However, current publications of departments’
performance do not clearly demonstrate performance over time to show whether a
department'’s service delivery is improving or not.

Not all departments publicly report performance results across multiple years in their
annual reports, and BP3 only compares expected performance for the current year to
results from the previous year. While DTF also publishes all departments' historical
performance results as Microsoft Excel files on its website, the format means the user
must manually create their own graphs to show performance trends.

Given that identifying performance successes and issues is the purpose of
performance reporting, the lack of trended data is a significant missed opportunity.

To address this, we developed an interactive dashboard to show departments'
performance information in a more meaningful and user-friendly way. It presents data
from DTF's website and departments' annual reports since 2008-09.

Our dashboard shows that in 2019-20, departments reported meeting a combined
total of 57 per cent of their output performance measure targets. They did not meet
37 per cent of their targets. We categorised the remaining 6 per cent as neutral
measures. The dashboard is accessible on our website.

In addition to the lack of trended performance information, departments do not
always meet requirements to give clear explanations when their output performance
results vary by more than 5 per cent above or below target. They either fail to provide
any reason or simply state that the target was exceeded or not met. Without proper
explanations of the cause of variances, departments are not fulfilling Framework
requirements and are therefore impairing accountability.

Data accuracy

With the exception of DJCS, departments are also not properly documenting the
business rules and data sources for their measures, which creates risks to data
integrity. This is inconsistent with the Framework’s guidance. DPC has no data
dictionary for its measures, and other departments' dictionaries do not include all of
the required information. For example, some are missing vital items such as detailed
measure definitions, calculation formulas and data sources. This lack of
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Neutral measures are measures
where meeting or not meeting the
target does not provide
meaningful information about a
department’s performance. For
example, with DHHS's output
performance measure, ‘Reports to
Child Protection Services about
the wellbeing and safety of
children’, it is not clear what the
department is aiming to achieve. A
result below the target may mean
that preventative services to
support child safety are working as
intended. On the other hand, a
result above the target may mean
that there are higher levels of
reporting on the wellbeing and
safety of children, which could also
be a positive result.

A data dictionary is a centralised
repository of information about
data, such as its meaning,
relationships to other data, origin,
usage and format. An alternative
term is a ‘metadata repository'.



documentation creates a risk that departments may not collect and present their
performance data consistently and accurately.

For the selection of departments (DET, DHHS and DTF) and measures (across seven
outputs) where we checked controls over performance reporting and recalculated the
results, we found reasonable processes and confirmed accurate results.

Unlike departments' financial statements, which we independently audit, there is no In BP3, departments present

. . , . performance statements that
legislated requirement for departments’ performance statements to be independently report their objectives, objective
audited either in BP3 or in departments’ annual reports. indicators and output

performance measures and
targets. This includes their

In contrast, local government, water authorities and Technical and Further Education
expected performance for that

(TAFE) entities in Victoria are required to have their annual performance statements year and their actual performance
independently audited. Western Australia requires an independent audit of its for the previous year.
departments' performance statements and this will also commence in New Zealand

from January 2022.

The present scenario in Victoria means that Parliament and the community only have
independent assurance of the accuracy and fair presentation of public sector
agencies’ financial statements. Yet financial statements of public sector agencies only
report on how much is spent, not how well resources have been used in the provision
of goods and services.

From this perspective, it is arguable that service delivery performance reporting on an
outcome and output basis is at least equally, if not more, important than input-based
financial reports. It is unclear then why non-financial service performance information
obtains less assurance than financial information.

Recommendations to support useful performance reporting

We recommend that: Response
Department of Treasury 7. regularly reviews departments’ data dictionaries to ensure they Accepted in principle
and Finance include all of the required information and cover all of their
objective indicators and output performance measures (see
Section 4.1)
8. develops a public online dashboard that reports departments' Accepted in principle

output performance measures results and enables comparison
over time (see Section 4.3)

9. requires independent auditing of departments' performance Not accepted
statements (see Section 4.4).

All departments 10. ensure they provide specific reasons and analysis for all of their Accepted by: All
output performance results that vary by more or less than departments
5 per cent (see Section 4.3)
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11. ensure they have complete data dictionaries that include Accepted by: DELWP,

up-to-date information on: DET, DJCS, DJPR, DoT,
* detailed business rules for every output performance measure and DPC, DTF
objective indicator Accepted in principle by:
DFFH, DH

e activities that are specifically included or excluded in reporting
performance results

¢ the data source and how the result is calculated

e the process for validating or assuring the quality of the raw data
and/or the calculated result

¢ how each measure's target is set (see Section 4.1).
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Audit context

Departments measure and report on their service performance to
show what they have delivered with public money. This
information helps the government to allocate funding, and
Parliament and the community to understand if departments are
delivering efficient and effective services.

DTF sets performance reporting requirements for departments.
Each year, departments provide details of their objectives and
associated performance measures, targets and results in the
state's Budget papers. Departments also publicly report on their
performance in their annual reports.

This chapter provides essential background information about:

Measuring performance

Measuring outcomes

Measuring outputs

Legal and policy framework for performance reporting
Reporting on performance

Roles and responsibilities

Previous audits on departmental performance reporting
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1.1 Measuring performance

Governments have a broad range of service delivery obligations set in legislation as
well as specific objectives expressed through government policies. Governments
make investment decisions to support the achievement of their objectives and
allocate funding to departments to deliver these objectives through the annual
budget process.

Departmental objectives relate to the most fundamental aspects of community life.
They focus on delivering health, education and justice services, constructing and
maintaining transport infrastructure, and efforts to protect the environment. As such,
it is critical that departments use a performance measurement system that allows the
government, Parliament and the community to understand the impact that
taxpayer-funded government services have on achieving these objectives.

Government departments need to measure and report on their performance to:

* be accountable for, and transparent about, how they use public money

* monitor and benchmark their performance over time and identify opportunities to
improve their services

* support government decision-making

» enable the government to assess if it is achieving its policy objectives.

To effectively measure performance, it is important that departments understand the
'service logic' of the policy initiatives and services they deliver. By using a service logic
model, departments can identify the distinct parts of a 'service' and show how its
funding and activities relate to its desired outcome. By identifying the parts that make
up a service, departments can then design relevant performance measures that can
show if the desired outcomes are being met.

This method is demonstrated by the Productivity Commission in its Report on
Government Services (RoGS).

Productivity Commission's RoGS

Each year, the Productivity Commission produces RoGS to provide comparable, public
information on the equity, efficiency and effectiveness of government services in
Australia.

As shown in Figure 1A, the Productivity Commission uses a service logic model to
produce RoGS. This allows it to report on how government departments transform
their inputs into outputs to achieve their desired outcomes. The figure also shows
how performance measures can align with each part in the model.
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FIGURE 1A: The Productivity Commission's service logic model and definitions

Departmental
objective

Input
The resources used
to deliver a service,
including land,
labour and capital

—

Service delivery

Process

How a department
—> produces or delivers —>
a service

Output
The service delivered
by an area. For
example, a completed
episode of care by
a public hospital

l— Efficiency Q

Outcome
Impact of the service
on individuals and/or
a group, and success
of the service area in

achieving its
overarching or
high-level objectives

Effectiveness

Performance measures

Input
What was the cost
of the service?

Process
Did the way the output
was delivered meet

Output
How many services
were delivered?

quality standards?

Note: Service element definitions are from RoGS.
Source: VAGO, based on information from the Productivity Commission.

Resource Management Framework

The Framework, which DTF updated in May 2020, is the overarching policy for the
state Budget process and performance reporting. It also sets out a service logic that is
similar to the one used by the Productivity Commission. Figure 1B shows that to meet
government priorities, departments need to determine how their inputs and activities
are converted into outputs that contribute to their objectives.

It is important that departments design performance measures that clearly relate to
the part in the service logic they wish to measure.
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FIGURE 1B: Key service logic concepts in the Framework

What we aim to achieva/change
Largely attributable to gavernment
actions

Medium-term results from
delivering outputs

Measured by departmental
objective indicaftors

Objectives

Final products or services What we produce/deliver
delivered
heasured by

performance measures

Management controls
delivery

Processes or actions that use
a range of inputs to produce _
desired outputs Activities

What we do

Resources that contribute to What we use
the production and delivery of
outputs
Planning to achieve objectives through ) Delivering services that contribute to Reporting the achievement of
output delivery achiaving departmental objectives performance

Source: DTF, the Framework.

1.2 Measuring outcomes

Performance reporting that measures outcomes allows departments to better
understand and demonstrate their impact in the community. Measuring outcomes
can identify when a particular government policy is working and should be continued
or expanded, or when it is not and requires change.

Measuring the outcomes of government service delivery can be challenging because
the types of outcomes that governments often seek, such as better education, are
influenced by many different factors. This highlights the value of using a service logic
to understand how a policy or program contributes to achieving an outcome and
how best to measure it.

In Victoria, government departments are required to report on their progress in
achieving their outcomes through 'objective indicators'. These are expressed in the
annual state Budget papers and departments report on their achievement against
these objective indicators in their annual reports.
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As set in government policy, departmental objective indicators:

» reflect the effects or impacts that the government, through departments, seeks to
have on the community and other key stakeholders

» are usually set with a medium to long-term (four years or more) timeframe

» describe the department’s contributions to government objectives.

In February 2019, DPC introduced the Outcomes policy to strengthen outcome
reporting. The Outcomes policy acknowledges that a focus on measuring outputs
does not provide information about the impact of a government activity. The policy
aims to embed a more consistent approach to measuring:

» outcomes across the government

» the impact of cross-department initiatives and projects.

In alignment with this work, departments have developed a range of outcomes for
specific service areas that overlap to varying degrees with their reporting on objective
indicators in the Budget papers and their annual reports. These include, for example,
outcomes specific to:

» family violence

* mental health

* public health and wellbeing
* community safety

* multicultural affairs

* gender equality.

Departments often undertake their own bespoke reporting against these frameworks.

1.3 Measuring outputs

Each year, departments receive funding appropriations to deliver specific services, or
‘outputs’. This is the ‘price’ the government pays for public goods and services.

As shown in Figure 1C, BP3 outlines the goods and services that the government
plans to deliver across all departments. Parliament then endorses this plan by passing
the annual Appropriation Bill (the Bill). The Bill gives the government the legal
authority to use public money. Once the Bill is passed in Parliament, the government
allocates funding to departments based on the outputs set in each department’s
performance statement.
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FIGURE 1C: The appropriation and state Budget process

State raises money through taxes, duties
and grants from the Commonwealth

Parliament passes Appropriation Bill,
which gives government authority to
use public money

BP3 outlines the goods and services
government plans to deliver

Government funds departments based
on the outputs set out in BP3

Source: VAGO, based on information in the Framework.

Each department is required to submit an invoice claim twice a year to certify its
revenue. DTF assesses the amount claimed in the invoice against the department's
output performance measure results.

As defined in government policy, an output:

« is afinal product, good or service produced or delivered by, or on behalf of a
department or public agency to external customers/recipients

* includes products and services delivered to the community or to other
departments.

Prior to the mid-1990s, the Victorian Government funded agencies based on inputs.
However, this method cannot provide assurance that departments are using their
funds to optimise their outputs.

The value in reporting against output measures and targets (which generally identify
the desired volume of an output), is that it should allow the government, Parliament,
and the community to identify the cost-efficiency of departmental service delivery.
The results can then inform the government of the need to make funding changes or
other interventions to improve efficiency where necessary.
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1.4 Legal and policy framework for performance
reporting
Departments' reporting obligations are governed by the:

* Financial Management Act 1994 (FMA)

» Standing Directions 2018 (the Standing Directions) issued by the Assistant
Treasurer under section 8 of the FMA

» Framework, which is issued under section 4.3 of the Standing Directions.

Financial Management Act 1994

The FMA allows departments to use public money in Victoria. It outlines the
accountability processes that departments and other government agencies must
follow and details how they should report their expenditure.

The Standing Directions establish standards for financial management accountability,
governance, performance, sustainability, reporting and practice for government
agencies.

Under the Standing Directions, DTF issued the Framework to support departments to
meet the FMA's requirements.
The Framework

Departments must comply with the Framework and account for how they use public

resources and achieve value for money in service delivery. Portfolio agencies that Portfolio agencies are ‘stand-

deliver services on behalf of departments must also use it. It guides departments on alone’ entities that departments
oversee in their sector. They

how to: also deliver government's
outputs or services, and can

» set their performance objectives include health services, TAFEs and

. certain transport-related agencies.
» develop measures and targets to assess and report on their performance.

Requirements for departments’ performance statements

The Framework outlines how departments need to develop their yearly performance
statements. It states that good-quality performance statements:

* help the government make informed decisions about allocating resources

» allow departments to develop and assess standards of service delivery in line with
the government's expectations

» allow Parliament and the community to understand the government’s
performance and expenditure

 drive continuous improvement by analysing historical performance and
negotiating agreed targets from year to year.
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According to the Framework, departments should:

» document the assumptions and methodology they use to collect, analyse and
report on their performance results. This includes specifying how they calculate
their data, the source and frequency of data collection, and any other business

rules and assumptions

* maintain performance records to a standard that allows an independent auditor to

verify their integrity

* represent an appropriate proportion of the departments’ and state’s Budget. An
output should not be too large or combine different services or activities because

this reduces transparency and accountability.

Figure 1D sets out the Framework's requirements and guidance for performance

statements.

FIGURE 1D: The Framework's requirements and guidance for performance statements

Departmental objectives

Must:

« align with government objectives and priorities
¢ have a clear and direct link to outputs

¢ represent the totality of the department’s output budget

 only cover the responsibilities the department is funded to

execute.

Should:

¢ clearly identify the intended achievement
¢ identify who the beneficiaries are
¢ specify the desired quality of the achievement

¢ relate to a medium-term timeframe.
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Objective indicators

Must:

use data to show how outputs link to departmental
objectives

use existing and comparable data series and use data that
is regularly available

analyse past performance data to identify a baseline
performance level

be reported in the department’s annual report.

Should:

provide a coherent link between a single objective and its
supporting outputs

indicate their impact on the community and thereby
contribution to achieving departmental objectives

measure the result of government action, rather than
external factors

remain relevant over the medium to long term so progress
can be tracked and compared

be free of perverse incentives and balanced with other
departmental objective indicators

ideally rely on existing, regularly updated data streams

be verifiable, with the method for indicator reporting
clearly documented and records kept to allow an
independent auditor to verify integrity.



Outputs Output performance measures

Must link to a departmental objective. Must:
Should: ¢ include a mix of measures that cover output quality,
« capture the full activities and costs that make up a service quantity, timeliness and cost
that a department delivers  assess service efficiency and effectiveness
* be defined at a level that will assist government « cover all major activities funded by an output

decision-making about output funding ) )
¢ enable meaningful comparison and benchmarking over
» provide transparent and effective reporting to Parliament time.

and the community

Should:
¢ enable the government to determine if the goods and . .
. 9 . . 9 ¢ help the government make informed decisions about
services that departments deliver provide value and meet funding

their objectives.
¢ allow departments to assess service delivery standards

¢ allow Parliament and the community to scrutinise
government performance and expenditure

¢ have a one-year target that specifies the agreed standard
of service delivery for that year

¢ have a clear management audit trail of data treatment,
calculation and reporting.

Performance statement reviews

Departments must:
¢ review objectives and indicators, outputs, targets and performance measures yearly to assess their continued relevance and
make any changes as part of the Budget process

« provide explanations for all significant variations between targets and expected outcomes (including output costs). The
Framework defines ‘significant’ as a 5 per cent variance (increase or decrease) or a change that may be of public interest.

Source: VAGO, based on the Framework.

1.5 Reporting on performance

Departments use objective indicators and output performance measures to monitor
and report on their progress against their overall objectives. They do this through
their internal reporting process as well as publicly reporting their results in BP3 and
their annual reports.

BP3 sets out the goods and services (outputs) that departments expect to deliver with
government funding. This is organised by departmental objectives and their
associated outputs.

In BP3, departments present performance statements that report their objectives,
objective indicators and output performance measures and targets. This includes the
expected performance for the current financial year and actual performance for the
previous year.

All departments must also produce an annual report that details their financial and
service performance for the previous financial year. DTF's Model Report for Victorian
Government Departments (the Model Report) outlines the information departments
must include. It states that departments must report four years of results against their
departmental objective indicators.
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Performance statements

Performance statements in BP3 complement the financial information in Budget
papers.

Performance statements ... Financial statements ...

» Focus on the delivery of outputs » Focus on the cost of inputs

Report on how much a department
is funded and has previously spent
delivering goods and services.

* Report on how well a department .
has used its funding to achieve the
government's objectives

Figure 1E outlines the information contained in departments’ performance
statements.

FIGURE 1E: Components of departments’ performance statements

Impact and effectiveness

Note: Victorian Public Sector Commission (VPSC) works to strengthen the efficiency, effectiveness and overall

Objectives

A department'’s contribution to

the government's aspirations

for the state:

- reflects the impacts government
seeks to have on the community
and key stakeholders

- is usually medium to long-term
(four years or more).

Objective
indicators

The tools departments use to
assess progress toward achieving
their objectives.

Outputs

Groupings of goods and service
delivered to the community by
the department, other public
entities (for example, the VPSC)
or by external providers (such as
transport services).

Output performance
measures and targets

Measurement of the quantity,
quality, timeliness and cost of
goods and services delivered:

- associated targets quantify
performance levels or changes
for the department to achieve
and be judged against.

capability of the public sector while ensuring professionalism and integrity in all aspects of its operation.

Source: VAGO, based on information from the Framework.

SHETRIITE

Figure 1F is an example of a performance statement, in this case from DELWP, for one
of its departmental objectives.
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FIGURE 1F: Example of a department’s performance statement

Department objective >

Department objective indicators —»

Qutput >

Output performance measures —»

Targets

Source: 2020-21 BP3.

Departmental performance statement

Objective 1: Net zero emission, climate-ready economy and community

This objective involves le:!dhlg awheole of government response to clunate l'l'l:lllgf."

including reducing greenhouse gas emissions, adaptng to the impacts of a changing
climate, and supporting the economic and social transition to 2 net zero emissions and
climate resilient future.

The Department leads the modernisation of legislative, regulatory and governance
arcangements 1 the environment purlfulio, and uses ('l:uuum.ic, research and scientific
expertise to develop policy responses to hamess Victoria's cirrent and emerging
opportunities, in the context of climate change.

The foundations for the Department’s work on these issues ave: The Climate Change Act

2017 Victoria’s Climate Change Framework: and Victoria's Climate Change Adaptation
Plan 2017-2020.

The departmental objective indicators are:
® reduction in enussions from government operations;
. I)(‘lr('lﬂ:lgl‘ ll’(*lll‘[iDl] ill \-]-l:'[uli'-l‘s gl‘l'{'l]ll(lllil‘ gﬂs l'llliﬁﬁi()llb l('lﬂ'[i\'(' to 2')‘ ]5 .ll][l

* reduction in annual energy costs for Victorian schools patticipating in the
ResourceSmart Schools program.

Outputs

Climate Change (2020-21: $42.9 million)

This output leads the development and implementation of strategic, whole of government
climate change policy and programs that contribute to Victoria’s 2050 rarget of net zero

greenhouse gas enuissions and building the State’s resilience to climate change.

Iance mea: § afl actuai
Quantity - —
Victorian schools- parti:?pa:ihé inthe number 700 636 T00 675

ResourceSmart Schools program

The 2015-20 outcome is lower than the 2015-20 target primarily due to public health restrictions in response to the
coronavirus (COVID-19) pandemic, which required remote learning arrangements during Term 2 in 2020, cousing o decline in
participation

Annual energy saved by Victorian schools kwh 8500000 10432417 6000000 9007058
participating in the ResourceSmart

Schools program

This performance measure renames the 2019-20 performance measure Energy saved by Victarion schools participating fn the
ResourceSmart Schools program’. The new measure reéports on the same activity as the previous measure, however it has
been amended to clarify that it measures energy saved per calendar year.

The 2015-20 actual is higher than the 2019-20 target due to on increased number of large solor instollations on school
buildings and sustained behoviour change practices implemented os o part of the ResourceSmart Energy Champions
Challenge.

The higher 2020-21 torget reflects inf projects ond behaviour chenge initiatives planned for, icipating schools
saving more energy than initially forecast.

Quality
Departmental stakeholder satisfaction per cent 75 a0 75 75
with engagement in completed policy
projects

The 2019-20 octual is higher than the 2019-20 target due to high participant satisfoction with stakeholder engagement events
held during 2019-20, indicating that DELWP is engaging effectively as assessed by stakeholders.

Timeliness
Delivery of policy, advice and researchon ~ per cent 80 100 80 80
climate change within agreed timeframes
The 2019-20 actual is higher than the 2015-20 target due to all agreed milestanes being mat.

Cost

Total output cost S million 429 426 40.1 42.2

The 2015-20 actual is higher than the 2015-20 target predominately due to the timing of payments from Sustainability Fund
funded programs: Climate Ready Victorian infrastructure; Critical Coastol Protection Assets; and Biodiversity 2037.
The higher 2020-21 target predominately reflects additional funding arnounced os part of the 2020-21 Budget

Source: Department of Environment, Land, Water and Planning
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1.6 Roles and responsibilities

Department of Treasury and Finance

DTF provides advice to departments about their objectives and output performance
measures but does not endorse or approve them. The relevant minister approves the
sections of a department's performance statement that relate to their portfolio.

DTF supports the Assistant Treasurer by:

+ providing advice on the quality and relevance of the suite of objectives, objective
indicators, outputs and output performance measures in the departments'
performance statements

* reviewing the departments' output performance and advising the government on
risks that may impact service delivery.

DTF also briefs the government in February on agencies' achievements against their
targets in BP3.

Our 2014 audit Public Sector Performance Measurement and Reporting identified the
need for DTF to better support departments to develop meaningful performance
statements and clear efficiency measures. At that time, we recommended that DTF:

+ improves its guidance material on performance measurement to include more
practical examples to help departments measure efficiency and effectiveness

* more rigorously and consistently assesses and communicates performance back
to portfolio departments and government.

Government departments

Departments support their portfolio ministers in achieving the government's
objectives and priorities. As the accountable officer, a department’s secretary is
responsible for:

» approving their department’s plans
» delivering outputs to the agreed performance standards

» supporting portfolio ministers to develop their department’s performance
statement, medium-term plan and annual report.

Parliament

Parliament holds the government accountable for its overall performance and
authorises the Bill following the annual Budget.

To strengthen accountability and transparency for performance management,
Parliament's Public Accounts and Estimates Committee (PAEC), at the invitation of the
Assistant Treasurer, reviews output performance measures as part of the annual
Budget process.
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1.7 Previous audits on service performance reporting

Numerous VAGO audits in the last two decades have found significant weaknesses in
the way that departments measure and report performance. Figure 1G summarises

the findings from these audits.

FIGURE 1G: Key findings from previous VAGO audits on service performance reporting

Audit title Year Findings

Departmental Performance 2001 The performance management and reporting framework was not

Management and Reporting complete. Key components, including the government’s desired
outcomes, measures of progress, departmental objectives and
associated performance indicators, were yet to be finalised and publicly
released.

Performance Management and 2003 The progress measures and performance indicators were poorly

Reporting: Progress Report and a Case specified and did not allow the government to easily track departments'

Study overall performance or assess their contributions to achieving the
government's outcomes.

Performance Reporting by Departments 2010 Departments did not consistently measure or clearly report how well
they were achieving outcomes that were consistent with government
policy objectives. Only a few departments were able to demonstrate the
extent to which they had met their objectives.

Stronger central agency leadership was needed due to little progress in
measuring and communicating outcomes over the previous decade.

Public Sector Performance Measurement 2014 BP3 and annual reports that were meant to explain performance were

and Reporting

impenetrable documents because:

¢ the numerous output measures reported rarely provided sufficient
information to understand the effectiveness and efficiency of output
delivery

« weaknesses in defining objectives and linking them to outputs
meant they were not sufficient to measure and report on outcomes

« the absence of meaningful commentary on output metrics meant
these documents were of minimal value in explaining performance.

DTF's oversight of the performance measurement and reporting system
was only partly effective. Its efforts to guide, support and check on
departments' progress were visible but inadequate.

Source: VAGO.

VAGO's December 2012 Reflections on audits 2006—12: Lessons from the past,
challenges for the future summarised repeated and significant weaknesses, including:

» departments not using appropriate measures of performance

» departments failing to measure outcomes

» insufficient guidance, advice and oversight by central agencies to support
departments to implement the performance measurement system.
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Measuring outcomes

Conclusion

Departments have not consistently developed or reported on
objective indicators that show their achievement against their
stated objectives. This means departments are not meeting the
Framework's mandatory requirements. More importantly, it
weakens departments' accountability and transparency by
preventing the government, Parliament and the community from
accessing vital information about their performance. Without
information on departments' outcome achievement, the
government lacks a sound basis for future investment and policy
decisions.

Common issues that weaken outcome measurement across
departments include:

* incorrectly using output rather than outcome objective
indicators

* setting vague objective indicators that are hard to interpret
and calculate results against

* not having baseline data to assess performance against.

While DPC's recent Outcomes policy aims to improve how
departments approach measuring their outcomes, it misses a
significant opportunity by not linking to the Framework, which is
the state's primary accountability mechanism.

This chapter discusses:

* How departments set objectives
* How departments set objective indicators
* The Outcomes policy
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2.1 How departments set objectives

Objectives must express a clear, measurable achievement

The starting point for a performance measurement system is to be clear about the Department
desired objective of the activity you are measuring. Most departmental objectives for performance statement
2020-21 meet the Framework’s requirement that departments clearly set out the [l objectives | Outputs

outcomes they intend to achieve with their funding.
Examples of clear objectives that focus on outcomes include:

» 'Raise standards of learning and development achieved by Victorians using
education, training, and early childhood development services' (DET)

Objective Output
indicators performance
measures
and targets

L fouspyg ———

— Impact and effectiveness

* 'Net zero emission, climate-ready economy and community’ (DELWP)
» 'Victorians are healthy and well’ (DHHS)

* 'Ensuring community safety through policing, law enforcement and prevention
activities’ (DJCS)
» 'Optimise Victoria's fiscal resources’ (DTF).

In these examples, the objectives meet the expectations set out in the Framework.
The intended achievement is clear, which means it is measurable. The beneficiaries are
also clear—in these examples, the public.

However, we found some examples where the objective does not meet required or
recommended aspects of the Framework. In some of these instances, the stated
departmental objective does not identify the intended beneficiaries, although it is
generally possible to infer it based on the aligned departmental indicators. The more
problematic issue is where an objective expresses no intended result or outcome. This
is a missed opportunity because an objective should signal to public servants the
tangible purpose of their work and tell the community what benefits a department is
striving to deliver.

Figure 2A gives more detailed examples.

FIGURE 2A: Examples of departmental objectives that do not clearly express the intended result (outcome)
of their output delivery

Departmental objective Problem

High-performing DPC (DPC) This objective focuses on DPC's internal performance rather than the intended
impact for the community or other departments from the services it provides. As
such, no outcome is expressed.

Promote productive and sustainably used This objective states the service that DJPR provides—promotion—rather than the

natural resources (DJPR) intended outcomes of that work. The objective indicators in BP3 that align to this
objective focus on maximising the value of agriculture exports and mineral
extraction. The departmental objective should therefore directly articulate this
intended outcome regarding economic results.

Effective management of prisoners and This objective states the responsibilities of the department in regard to
offenders and provision of opportunities correctional services. It does not state the outcome intended from provisioning
for rehabilitation and reparation (DJCS) these services, which would likely relate to reduced recidivism.

Source: VAGO, based on the 2020-21 BP3.
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Objectives must represent the totality of the department’s
output budget

The Framework requires departmental objectives to represent the totality of the
department’s output budget. Departments largely comply with this requirement.
However, we identified one major initiative with significant expenditure in the
2020-21 Budget without relevant output performance measures. This example is
shown in Figure 2B.

FIGURE 2B: Example of a departmental initiative without relevant output performance measures

Funding over four years
Departmental initiative ($ million) Comment

Big housing build: Victorian homebuyer fund (DTF) 500 This initiative contributes to DTF's Economic

This fund aims to help first homebuyers afford
their homes sooner by contributing to the
purchase price in exchange for equity interest in
the property, which therefore reduces the size of

the deposit required.
BP3.

and Policy Advice output under its objective
‘Strengthen Victoria's economic

performance'. However, there are no output
performance measures to assess DTF's
progress against this initiative in the 2020-21

Source: VAGO, based on the 2020-21 BP3.

As part of its yearly inquiry into the Budget estimates, PAEC has repeatedly identified
initiatives that lack performance measures, despite being of significant public interest
and expenditure. For example, PAEC's Report on the 2019-20 Budget Estimates found:

»  DELWP had no performance measures or targets in the 2019-20 BP3 for diverting
waste from landfill. This was despite the fact that the 2019-20 Budget provided an
additional $66 million for related initiatives, which brought the government's total
investment to more than $135 million. DELWP has addressed this in the 2020-21
BP3.

» DHHS had no performance measures or targets in the 2019-20 BP3 to assess the
impact of the government's new $322 million free dental care pilot for school
students. DHHS did not introduce any new dental measures to address this in
2020-21.

2.2 How departments set objective indicators

Measuring outcomes

While an objective must be clear about what a department is aiming to achieve, an
objective indicator must measure its success. The Framework requires departments to
design objective indicators that assess the outcome of the outputs they deliver. There
are many examples of departmental objective indicators that achieve this, including:

» 'Secondary students meeting the expected standard in national and international
literacy and numeracy assessment’ (DET)

» 'Reduce infant mortality’ (DHHS)
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» 'Rate of deaths from fire events’ (DJCS)
» 'Change in Victoria's real gross state product’ (DJPR)

* 'General government net debt as a percentage of Gross State Product to stabilise
in the medium term’ (DTF).

However, we also found that many departmental objective indicators measure
outputs and not outcomes. This shows that some departments are not complying
with the Framework and are failing to apply a service logic model when designing
their objective indicators. As a result, there are significant gaps in departments'
reporting of what government service delivery is achieving. This means that
government decision-makers, Parliament and the community cannot properly
examine departmental performance.

Figure 2C outlines examples of this issue.

FIGURE 2C: Examples of objective indicators not measuring outcomes

Departmental objective

Optimise Victoria's fiscal
resources (DTF)

Objective indicator(s)

Agency compliance with the
Standing Directions under the
FMA

Comment

Agency compliance with the Standing Directions reflects the
way agencies deliver their outputs and is therefore a
process measure. An agency could comply, yet still not
provide effective services.

Also, DTF is not accountable for the compliance of other
departments with the Standing Directions. Such a measure
is therefore not attributable to DTF.

Productive and effective
land management
(DELWP)

Efficient provision of timely and
authoritative land administration
and property information services

As these services are outputs the department provides, this
is an output measure rather than a measure of the outcome
that these services achieve or contribute to.

Number of visits to public land
estate managed by the
department's portfolio agency
(Parks Victoria)

Visitor numbers is an output. This indicator does not
describe the extent to which land is productive or effectively
managed.

Raise standards of
learning and development
achieved by Victorians
using education, training,
and early childhood
development services
(Primary) (DET)

Percentage of positive responses
to teacher collaboration within
primary schools

This measures satisfaction with teacher collaboration
activities. This is not an objective indicator, as it does not
measure the standards of learning achieved by students. It
is instead a proxy measure of the quality of a process used
to improve teaching.

Engagement (DET)

Increase the number of Victorians
actively participating in education,
training, and early childhood
development services

The objective is focused on enrolment numbers in various
educational services, which is an output. The related
outcomes would be the number of Victorians attaining a
qualification, completing a level of schooling or academic
standard, or gaining employment.

Victorians are protected
with equal opportunities,
secure identities,

Complaint files received and
handled by the Victorian Equal
Opportunity and Human Rights
Commission (VEOHRC)

Al six indicators measure outputs and therefore do not
describe if the department is achieving its objective.
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Departmental objective

information freedoms and
privacy rights (DJCS)

Objective indicator(s)

People assisted through Public
Advocate advice and education
activities

Services provided to victims of
crime against the person

Births, deaths and marriages
registration transaction accuracy
rate

Working with Children Checks
processed (negative notices
issued within three days of
receiving decision)

Education and training activities
delivered by the Office of the
Victorian Information
Commissioner

Comment

Foster a competitive
business environment
(DJPR)

Engagement with businesses

The number of engagements with businesses is a count of
the services provided by DJPR and is therefore an output
measure. This indicator does not describe if these outputs
result in a more competitive business environment in the
state.

Build prosperous and
liveable regions and
precincts (DJPR)

Precincts developed and delivered

Community satisfaction in public
places

Delivering precincts is an output and does not describe
whether these precincts are prosperous or liveable or not.

Community satisfaction with public places measures the
quality of the output delivered rather than describing if the
public space is prosperous or liveable.

Strong policy outcomes
(DPQ)

DPC's policy advice and its
support for Cabinet, committee
members and the Executive
Council are valued and inform
decision-making

The development and effective
use of technology supports
productivity and competitiveness

The objective and both objective indicators are vague—it is
unclear what is intended to be measured and how.

Source: VAGO, based on the 2020-21 BP3.

Objective indicators must link to departmental objectives and

outputs

As required by the Framework, almost all of the objective indicators that departments
are using have a clear and direct link to their related departmental objective.
However, in some instances, objective indicators do not measure the intended
objective, or they fail to cover key elements of the objective. This means that some
departments are missing information about their performance against some of their

objectives.
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Figure 2D shows examples of objective indicators that measure something other than
the departmental objective. Figure 2E shows examples of objective indicators that
address only part of the objective or do not align to the outputs (services) linked to

those indicators.

FIGURE 2D: Examples of objective indicators that do not measure the intended objective

Departmental objective

Victorians have the
capabilities to participate
(DHHS)

Objective indicator

Increase the satisfaction of
those who care voluntarily
for people with a disability,
people with mental illness,
and children in out-of-home
care

Comment

There is no direct link between carer satisfaction and the
departmental objective. It is also unclear what service is being
measured. DHHS provides a wide range of carer supports, and
carer satisfaction could also capture carers’ views on the
supports provided to the person they care for.

Net zero emission,
climate-ready economy and
community (DELWP)

Reduction in annual energy
costs for Victorian schools
participating in the
ResourceSmart Schools
program

This indicator does not measure the degree to which the
departmental objective is met—for example, the level of
emission reduction achieved.

Cost reduction may be a secondary outcome, but it is not
aligned to the departmental objective—it is a side benefit of
reducing greenhouse gas emissions and an incentive for
schools to participate in the program, not the primary outcome
being sought.

Build prosperous and
liveable regions and
precincts (DJPR)

Community satisfaction with
the performance of councils
as measured through the
Local Government
Community Satisfaction
survey

This is a measure of council performance, not DJPR's service
delivery.

A fair marketplace for
Victorian consumers and
businesses with responsible
and sustainable liquor and
gambling (DJCS)

Responsive Gamblers Help
services

The objective refers to a fair and responsible liquor and
gambling sector. However, the indicator intended to measure
achievement of the objective focuses on the responsiveness of
a service that supports people with gambling problems. There
is no relationship between the responsiveness of this public
health service with how well DJCS regulates and oversees the
liquor and gambling sector. Even if there was a relationship, the
proposed measure is an output rather than an outcome
measure.

Source: VAGO, based on the 2020-21 BP3.
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FIGURE 2E: Examples of objective indicators that address only part of the departmental objective or do not
align to the corresponding outputs

Departmental objective

Victorians are connected to
culture and community
(DHHS)

Objective indicator

Increase rates of community
engagement, especially for
Aboriginal children and
young people

Increase cultural connection
for children in out-of-home
care, especially Aboriginal
children

Comment

The objective indicators appear to have logical links to the
departmental objective. However, the outputs described in BP3
that are linked to these indicators do not specifically relate to
cultural connection services for Aboriginal children or young
people, or those in out-of-home care services. Instead, the
output group is described as funding community support
programs, such as Men's Sheds, neighbourhood houses and the
Office for Disability and, through that, disability advocacy
services. This demonstrates a lack of service logic in the
performance measurement design.

Reduce the impact of, and
consequences from, natural
disasters and other
emergencies on people,
infrastructure, the economy
and the environment
(DJCS)

Value of domestic fire
insurance claims

Rate of deaths from fire
events

The objective aims to deliver a coordinated, ‘all-communities,
all-emergencies' approach to emergency management that
focuses on mitigating risks and actively partnering with the
Victorian community. However, the two objective indicators only
focus on fire emergencies.

Deliver investments that
achieve social and
economic benefits (DoT)

Improved transport
infrastructure and planning

It is unclear how this objective indicator would be measured.
DoT has no business rule for the indicator, and the related
outputs in BP3 do not contribute to understanding the
economic or social benefits related to transport infrastructure.
Instead, they focus on, for example, roads meeting service
standards and the timeliness of transport infrastructure project
completion.

Source: VAGO, based on the 2020-21 BP3.

Objective indicators must be clear and measurable

It is a mandatory requirement of the Framework that departments 'demonstrate the
contribution of departmental outputs to the achievement of the objective through
performance data'. However, some objective indicators are too vague to understand
the actual desired outcome, which makes it unclear how to measure performance

against the indicator.

In some instances, this is likely because it is difficult to attribute an outcome to the
service the department provides, such as advice or support to other entities. In such
cases, departments should consider if they need to specify an objective and objective
indicator for that service or, using a service logic to assist, consider if the outcome
that can be measured is stakeholder satisfaction with the advice the department

provides.

In other instances, departments have not articulated an indicator, but only described
the subject matter of the indicator.

Another issue is that some objective indicators incorporate a number of different
aims, which makes it impossible to develop a single metric to capture performance

against all of the elements.
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Figure 2F provides examples that illustrate these issues.

FIGURE 2F: Examples of objective indicators that are not clear or measurable

Departmental objective

Strengthen Victoria's
economic performance
(DTF)

Objective indicator

Advice contributes to the achievement of government
policies and priorities relating to economic and social
outcomes

Comment

The term 'contributes' is very
subjective, which makes measuring
it difficult.

Ensuring community safety
through policing, law
enforcement and prevention
activities (DJCS)

Crime statistics

No further description of the
indicator is provided in BP3. It is
therefore unclear what is to be
measured and what success looks
like.

Reliable and people-focused
transport services (DoT)

Reliable travel

The indicator essentially restates the
objective and lacks sufficient detail
to explain what is to be measured.

Professional public
administration (DPC)

A values-driven, high-integrity public service
characterised by employees who collaborate across
government and in partnership with the community
and other sectors, and who use evidence to support
decisions that drive the progress of Victoria socially and
economically

This is an aspiration rather than a
measurable objective indicator.
Given the number of different
impacts sought, it is not possible to
measure them collectively.

Source: VAGO, based on the 2020-21 BP3.

Underpinning business rules

According to the Framework, each objective indicator should be underpinned by a

'business rule' that explains in detail how results against the indicator should be
calculated, including the data used.

However, of the 145 departmental objective indicators used in 2019-20, departments
were unable to provide the rules for calculating results, which outline the data used,

for 91 of the indicators.

A business rule is the detailed
definition of a performance
measure. They are important to
ensure accurate and consistent
calculation of results.
Departmental business rules are
not publicly published.

Figure 2G shows examples that represent better practice, which clearly define what is
included and excluded in the measure.

FIGURE 2G: Examples of objective indicators with well-explained business rules in place

Objective indicator

Escapes from corrective
facilities (DJCS)

Business rule in place

The indicator counts escapes by prisoners from prison facilities/precincts regardless of
whether or not there was a breach of a physical barrier. It also includes escapes by prisoners
during prison—to—prison, prison-to—-hospital, or prison-to—court transport/escort, and escapes
while under direct one-to-one supervision outside a prison facility (for example, to attend a

funeral or medical appointment).
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Objective indicator Business rule in place

International students International student enrolment data covers onshore international students studying on

attracted to Victoria (DJPR) student visas only (visa subclasses from 570 to 575). It does not include students studying
Australian courses offshore (such as on an offshore campus or online), overseas students on
Australian-funded scholarships or sponsorships, or students undertaking study while holding
a tourist or other temporary entry visa (for example, visitors studying an English-language
course while on a holiday visa). Students from New Zealand are not included in this data
because they do not require a student visa to study in Australia. Students will be counted as
enrolled in Australia even if they have left Australia temporarily. For example, during
end-of-year holidays.

Source: VAGO, based on DJCS and DJPR’s business rules.

DPC, DET, DHHS and DoT could not provide business rules for any of their objective
indicators. This is despite guidance in the Framework that departments should
document their calculation methods and maintain records to allow independent
auditing.

Where departments have documented business rules for indicators, some of the
instructions are far too general. This allows different ways of calculating the result,
which therefore risks inaccurate reporting and varying calculation methods from year
to year. Figure 2H shows examples of this issue.

FIGURE 2H: Examples of business rules that are too general to support accurate and consistent calculation of
the objective indicator

Objective indicator Business rule Comment

Benefits delivered as a Benefits delivered ($)/expenditure under The business rule does not provide
percentage of expenditure by management ($) sufficient detail of what benefits are
mandated agencies under included or calculated. There is no
DTF-managed state definition of 'benefit' or what is
purchasing contracts, acceptable to include in regards to
including reduced and reduced or avoided costs. The data
avoided costs (DTF) source is not documented either.
Percentage reduction in The latest State and Territories Greenhouse Gas This is not a business rule because
Victoria's greenhouse gas Inventories report was published in February 2018, there is no explanation of the
emissions relative to 2005 and contains emissions data to 2016. According to  calculation method or the data source
(DELWP) this report, Victoria's emissions were 10.8 per cent for Victoria's results.

below 2005 levels in 2015. Based on internal
projections of Victoria's emissions, emissions are on
track to meet the 2020 target.

Source: VAGO, based on DTF and DELWP's business rules.

This lack of rigour is a serious issue. Without clear calculation methods and identified
data sources, it is unclear how departments arrive at the performance results they
publish.
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Objective indicators must have baseline data

The Framework also requires departments to set a baseline for their objective
indicators. However, none have done this. Without baseline data it is difficult to assess
departments' progress towards achieving their objectives.

Many of the departmental objective indicators in the 2020-21 BP3 include words such
as 'reduce’, 'increase’ or 'improve'. For example:

» 'Reduction in emissions from government operations’ (DELWP)
* ’Improved transport infrastructure and planning’ (DoT)

* 'Increase rates of community engagement, including through participation in
sport and recreation’ (DJPR).

However, without a baseline to compare against, departments cannot provide
meaningful information about the extent of change or improvement.

The Framework does not provide guidance on what a baseline should be. However, it
could be interpreted as requiring departments to establish a minimum performance
level to measure their objective indicators against. This would be consistent with the
guidance in DTF's Model Report, which suggests that departments should develop a
baseline dataset for their objective indicators and publish the associated
medium-term targets in their annual reports.

2.3 The Outcomes policy

In addition to the Framework, DPC has introduced a new Outcomes policy for
departments to use to measure their outcomes. The policy states:

‘The Victorian public sector is driven by a strong moral purpose to improve
the lives of all Victorians. The best way to ensure that we deliver public value
to the people of Victoria is to clearly define the outcomes we are trying to
achieve, and measure our progress along the way'.

The Outcomes policy encourages and supports departments to determine their
outcomes and measures for program and service delivery areas as required. However,
it does not articulate what relationship or priority these outcomes should have to
their departmental objectives and objective indicators. It does not reference the
Framework either. As a result, there is risk that departments may:

« develop conflicting sets of outcomes and outcome measures

» focus on metrics within their outcomes frameworks to the detriment of their
departmental objective indicators, which have formal requirements for public
reporting

» create confusion among staff, government decision-makers, Parliament and the
public about what their objectives are and which performance information to use.

The policy's focus on upskilling departments’ staff in identifying outcomes and
appropriate measures is warranted, as shown by our assessment of current
departmental objective indicators. However, it is a significant missed opportunity that
the policy does not outline how it aligns with the state's primary system of
performance measurement and accountability through the Budget process and
annual reporting.
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Measuring output
performance

Conclusion

Across all departments and service delivery areas, there are many
output performance measures that provide little genuine insight
into departmental performance. This is despite the Framework
describing output performance measures as the 'building blocks
of the accountability system' and the 'basis for the certification of
departmental revenue'. This is a significant failure by departments
in the application of the state's key performance and
accountability framework. Contributing issues include:

* outputs that combine too many separate activities

* output measure selections that impair transparency

* output measures that do not measure output delivery

* output measures that are vague, outside the department's
control, and/or only reflect meeting a minimum standard

* output measures that prevent comparison of performance
over time or against other jurisdictions.

This chapter discusses:

» Setting outputs
» Determining a balanced suite of output performance measures
+ Constructing output performance measures
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3.1 Setting outputs

Department
performance statement

Outputs are services that departments provide either to the community or other
departments. An output should capture all the specific activities that make up a
service and should contribute to the achievement of a departmental objective.

Objectives

Outputs that are too large or combine too many different
activities

Objective Output
indicators performance
The 2020-21 BP3 includes examples of outputs that combine too many separate messues
and targets
activities. This reduces departments’ transparency and accountability by making it .
difficult to understand the cost and performance of the individual services that an

output covers.

— Impact and effectiveness =

L Aouapyyg ——

The Framework provides the following review criteria to help departments determine
their output groupings:

* Are the services closely related or homogenous in nature?

» Are the services targeting a specific problem for the same customer?

» Is the purpose of the services the same?

» Is the output less than 10 per cent of the department’s total output cost and less
than 0.5 per cent of the state’s total Budget?

The Framework states that if the answer is 'no' to any of these questions, then the
output is too large.

Despite this guidance, there are many examples that breach it. For example, DJCS's
output shown in Figure 3A, which has $237 million of funding for 2020-21.

FIGURE 3A: Example of an output that combines too many different activities

Departmental output Activities covered by the output Comment

Justice Policy, Services * Law reform and sentencing advisory This output group fails the test set out in the
and Law Reform information Framework because the services are not
(DICS) ¢ Forensic medical services and advice from the homogenous. Spanning from provisioning

clinical forensic evidence to negotiating native

title agreements, these activities serve a wide

¢ Legal solutions and strategic advice from the range of different consumers and purposes.
Victorian Government Solicitor's Office

Victorian Institute of Forensic Medicine

¢ Dispute resolution and mediation services
from the Dispute Settlement Centre of
Victoria

« Activities of the Native Title Unit and the Koori
Justice Unit

Source: VAGO, based on the 2020-21 BP3.

In other instances, output groups are very large in terms of the funding amount.
Despite the Framework's requirements, if the activities within an output are truly
homogenous, then it may be reasonable to group them together as one output. In
this instance, the large amount of funding merely reflects the high cost and/or
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volume of the activities. However, it becomes problematic when too many disparate
services are grouped together. In that instance, it makes it is hard to identify the
performance of the various services within the output group.

This issue was also raised by PAEC in its Report on the 2016-17 Financial and
Performance Outcomes. PAEC recommended that departments improve the
usefulness of their performance reporting by splitting some of their larger outputs by
speciality, size or location.

Examples of current output groups that are larger than what the Framework
recommends include:

* DHHS's 'Acute Health Services' output, which has a budgeted cost of
$17.065 billion (55 per cent of DHHS's total funding and 21.4 per cent of the state
Budget

« DIJCS's 'Policing and Community Safety' output, which has a budgeted cost of
$3.793 billion (42.4 per cent of DJCS's total funding and 4.8 per cent of the state
Budget)

» DET's 'School Education—Primary' output, which has a budgeted cost of
$6.431 billion cost (37.8 per cent of DET's total funding and 8.1 per cent of the
state Budget).

There is an opportunity for departments to split these output groups into smaller,
more meaningful outputs. For example, 'Acute Health Services' incorporates elective
and emergency services, acute and subacute (rehabilitation) services, and outpatient
and inpatient services. This indicates that there is an opportunity to create more
defined and homogenous output groups. Similarly, 'School Education—Primary'
incorporates operational school funding and capital funding, which offers the
potential for separate, smaller output groups aligned to specific purposes.

3.2 Determining a balanced suite of output performance

measures
Departments need a suite of output performance measures to show accountability for ‘ Depa‘""""'tentt ‘
their funding and demonstrate how their outputs have contributed to a departmental performance s.azemen
objective. [l Objectives outputs [l

The Framework sets mandatory requirements for output performance measures. It
specifies that departments need to have a meaningful mix of quality, quantity,
timeliness and cost performance measures for each output that assesses:

Kouaidiyy3

Objective Output
indicators performance
measures
and targets

» service efficiency and effectiveness

— Impact and effectiveness

+ all major activities of the output.

However, we found numerous examples of suites of output performance measures
that do not meet these requirements.

How output measures contribute to a departmental objective

Not all departments' performance statements present a clear link between
departmental objectives, objective indicators, outputs and output performance
measures. This makes it difficult for readers to understand how well a department is
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delivering its outputs, and whether its output delivery is making a meaningful
contribution towards achieving an objective.

To demonstrate this, Figures 3B and 3C compare objectives from DJCS's and DHHS's
performance statements. While DJCS's statement presents a clear relationship

between all its parts, DHHS does not have clear links between its objective indicators,
outputs and output performance measures.

FIGURE 3B: Extract from DJCS's performance statement for the objective ‘Effective supervision of children
and young people through the provision of youth justice services promoting rehabilitation’

Objective
Objectives indicators Outputs Output performance measures
Effective Percentage of | Youth Justice —> 1. Average daily number of young
supervision of community- Community-based people under community-based
children and based orders supervision
young people successfully 2. Proportion of young people in youth
through the completed justice under community-based
provision 9f supervision
yout_hJustlce 3. Community-based orders completed
services
. successfully
promoting )
rehabilitation 4. Young people on supervised ordgrs.
who have a case plan completed within
six weeks of the commencement of
the order
5. Total output cost
Young people [—i Youth Justice —> 1., Average daily average number of

in youth justice
participating
in community

Custodial Services

Source: VAGO, based on the 2020-21 BP3.

young people in custody—males (under
15 years) and female

2. Annual daily average number of young
people in custody—males (15 years plus)

3. Average daily custodial centre
utilisation rate of total centre
capacity—males (15 years plus)

4. Average daily custodial centre utilisation
rate of total centre capacity—males
(under 15 years) and female

5. Average daily number of Aboriginal
children and young people (10-17 years)
in custody

6. Young people in youth justice
participating in community

reintegration activities

7. Young people on custodial orders who
have a case plan completed within six
weeks of the commencement of the order

8. Total output cost
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FIGURE 3C: Extract from DHHS's performance statement for the objective 'Victorians are healthy and well’

Number of output

Objectives Objective indicators Outputs performance measures
Victorians —> Reduce obesity and increase — ] Acute Health — 51
are healthy physical activity across Victoria Services
and well
-3 Increase the proportion of children — - Ageing, Aged [ 28
with healthy birthweight—with a and Home Care
focus on reducing smoking during
pregnancy
— Ambuance —> 18
Services

| Reduce infant mortality —

) o — Drug Services 19
ls| Reduce inequalities in premature [
death _
— Mental Health 23
> Reduce the suicide rate —
— Primary, — 18
Improve rates of self-reported - Community and
7 : | Health
health and wellbeing Dental Healt
Ly| Reduce deaths resulting from | | PublicHealth  — 24
missuse of prescription medicine
L Small Rural —> 11
—| Increase immunisation coverage |- Services

rates at two years of age and at
school entry

Source: VAGO, based on the 2020-21 BP3.

Comparing these performance statement extracts highlights the importance of clear
links between objectives, objective indicators and output performance measures:

For its departmental

objective ... The department has set ... | For the reader, this means ...

Effective supervision of Two objective indicators that | They can clearly follow the alignment from
children and young people each align to their own output performance measure to output group,
through the provision of output group and set of and then from objective indicator to the overall
youth justice services output performance objective.

promoting rehabilitation measures.

(DJCS)
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For its departmental

objective ... The department has set ... | For the reader, this means ...

Victorians are healthy and well | Eight objective indicators It is difficult to know which outputs and output

(DHHS) and eight separate outputs, performance measures relate to which objective
with no links expressed indicators. This creates the impression that all of
between the outputs and the | the outputs and output performance measures
objective indicators. contribute to all of the objectives and objective

192 output performance indicators. For example, this is unlikely because:

measures spread across the |« the 'Ageing, Aged and Home Care' output

outputs. does not clearly relate to the objective
indicator 'Increase the proportion of children
with healthy birth weight—with a focus on
reducing smoking during pregnancy'

» the 'Drug Services' output does not clearly
contribute to the objective indicator 'Reduce
obesity and increase physical activity across
Victoria'.

It would be more useful for the reader if the

department clearly expressed which outputs and

output measures relate to which departmental
objectives and objective indicators.

A mix of quality, quantity, timeliness and cost measures

If outputs do not have a good balance of measures, departments cannot provide a
comprehensive and transparent view of their performance and make informed
decisions about trade-offs in their service delivery. While this does not necessarily
mean an equal number of measures across the four dimensions—quality, quantity,
timeliness and cost—the Framework does require departments to have a meaningful
mix. This is so users accessing the information can determine if the department may
be:

» reducing quality standards to meet quantity, timeliness or cost targets

» reducing the quantity of outputs to meet quality or timeliness targets

» delaying project delivery to meet quality and quantity targets.

Figure 3D shows that despite the expectation set in the Framework that all outputs

have a mix of output measures across all four dimensions, only 64 per cent of
departments’ outputs meet this mandatory requirement.
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FIGURE 3D: Percentage of 2020-21 outputs that have output measures covering
either two, three or all four required dimensions of quantity, timeliness, cost
and quality

Two dimensions

7%

Three dimensions

29%

Four dimensions

64 %

Source: VAGO, based on the 2020-21 BP3.

Figure 3E shows that while there is some variation in the mix of 2020-21 output
performance measures between departments, 'quantity’ is the most frequently used.
The exception is DET, which uses more 'quality' measures and no measures of
timeliness.

FIGURE 3E: Mix of quantity, quality, timeliness and cost measures by
department

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
DET DELWP DHHS DJCS DJPR DoT DPC DTF
B Quantity B Quality = Timeliness Cost

Source: VAGO, based on the 2020-21 BP3.
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Figure 3F gives an example of an output without a balanced mix of output
performance measures.

DHHS's output 'Small Rural Services' includes a range of health and aged-care
services delivered in small rural towns and is divided into four sub-outputs: ‘acute
health', 'aged care', 'primary health' and 'home and community care services'. Only
two of these sub-outputs have quality measures and none of them have a timeliness
measure. Without these measures, DHHS cannot know whether it is providing timely,
quality health services in rural communities. It is also not possible to see if DHHS is
making performance trade-offs.

FIGURE 3F: Balance of sub-output performance measures for DHHS's output
group ‘Small Rural Services'

DHHS sub-output Quantity Quality  Timeliness Cost
Acute health 2 1 0 1
Aged care 1 1 0 1
Home and community care 1 0 0 1
services

Primary health 1 0 0 1

Source: VAGO, based on the 2020-21 BP3.

Appendix D provides a further example to illustrate gaps in current departmental
performance statements by comparing the measures that DHHS uses to assess the
performance of its mental health services with those used by RoGS.

Efficiency output measures

Despite requiring departments to set output efficiency measures, DTF includes no
guidance in the Framework on how to construct efficiency output measures. In
particular, it does not require departments to define the unit cost of their services.
This makes it difficult to benchmark service efficiency across departments and other
similar jurisdictions, and to understand if individual outputs provide value for money.

Across all departmental output performance measures, there are only two (both for
DTF) that truly measure efficiency:

« ‘Total accommodation cost ($ per square metre per year)’

» 'Workspace ratio (square metre per FTE) [full-time equivalent]".

DET also has four measures that measure service efficiency. However, it has
incorrectly categorised these as departmental objective indicators rather than output
performance measures.

This absence of true efficiency measures across government departments reflects a
lack of focus on an important aspect of government service delivery performance.

The most common output measures in the 2020-21 BP3 are those measuring
'quantity’". It is possible to convert quantity measures into efficiency measures by
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combining them with cost to show the unit cost for a service. Figures 3G and 3H
provides examples of this.

As shown in Figure 3G, instead of simply listing the number of emergency road
transports, the Western Australian Department of Health uses the measure ‘Cost per
trip for road-based ambulance services’ to measure the cost-efficiency of the service.

FIGURE 3G: Extract from the Western Australian Department of Health's
2019-20 Annual Report

Cost per trip for road-based ambulance services, based
on the total accrued costs of these services for the total
number of trips

Rationale

To ensure Western Australians receive the care and medical transport
services they need, when they need it, the Western Australian Department
of Health has entered into a collaborative arrangement with a service
provider to deliver road-based patient transport services. This
collaboration ensures that patients have access to an effective and
rapid-response ambulance service to ensure the best possible health
outcomes for patients requiring medical treatment.

Target

The target unit cost for 2019-20 was $494 per trip for road-based patient
transport services in the Perth metropolitan area.

Improved or maintained performance is demonstrated by a result below or
equal to the target.

Results

In 2019-20, the cost per trip for road-based ambulance services was $469,
which was below the target of $494.

2017-18 2018-19  2019-20

Cost per trip for road-based services $465 $455 $469
based on the total accrued costs of

those services for the total number of

trips

Target $455 $433 $494

Source: Western Australian Department of Health’s 2019-20 Annual Report.
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Figure 3H shows examples of how departments could convert their existing quantity
measures into efficiency measures by calculating the unit cost of their services.

FIGURE 3H: Examples of how to convert quantity measures into efficiency measures

Existing output performance measure Possible efficiency measure

Statewide emergency road transports Cost per trip for road-based ambulance services based on the total costs of
(DHHS) these services and the total number of trips

Passengers carried—metropolitan bus Cost per bus trip in the metropolitan area based on the total costs of these
services (DoT) services and the total number of trips

Annual daily average number of male Cost per prisoner based on total cost of prisons and total number of prisoners

prisoners (DJCS)

Source: VAGO, based on the 2020-21 BP3.

Departments can similarly convert existing timeliness measures into efficiency
measures to provide more meaningful performance information. For example, DJPR's
‘Resources’ output has the output performance measure 'Regulatory audits
completed within agreed timelines'. This output performance measure could be
improved by measuring the 'average time to complete a regulatory audit'. This would
allow DJPR to assess its timeliness in delivering this output and if its service delivery
has improved over time.

Effectiveness output measures

Under the Framework, effectiveness is measured mostly through objective indicators
because they show the outcome of an activity, and therefore whether it is effective or
not. Output measures can contribute to understanding the reasons behind
effectiveness.

Departments frequently measure the 'quantity’ of their service delivery to do this.
However, departmental quantity measures are usually only a simple count of services
delivered. A more useful approach, for example, would be to measure the number of
services as a proportion of the target population. This would reveal more information
about the effectiveness of the reach or uptake of an intervention. This is
demonstrated in Figure 3I.

FIGURE 3I: More useful effectiveness output performance measures

Existing output performance measure  Possible effectiveness measure

Hectares of pest predator control in Area (hectares) of pest predator control as a proportion of total area
priority locations (DELWP) (hectares) in priority locations

Number of alcohol screening tests Number of alcohol screening tests as a proportion of the target group, for
conducted (DJCS) example, daily road users or registered drivers

Total number of Maternal and Child Number of Maternal and Child Health Service clients as a proportion of all
Health Service clients (aged 0 to 1 year) children aged 0 to 1 year

(DHHS)

Source: VAGO, based on the 2020-21 BP3.
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Capturing all 'major’ activities in output measures

Departments do not always apply the principle of focusing on 'major’ activities, and
have inconsistent approaches to deciding how many output performance measures
to set for each output. This issue is seen in examples where significant, costly services
with large community impact have the same number of output performance
measures as much lower cost services with far smaller impact. While it is important for
departments to collect performance information about all of their services, if
information does not reflect a major service, then it is better suited to
department-level reporting because it dilutes BP3's focus on significant matters.

Figure 3J shows that DPC, which has a relatively small budget and provides little direct
service outputs to the community, has a similar number of output measures to DET,
which provides all government early childhood, school, and tertiary and higher
education services.

FIGURE 3J: Comparison of the number of performance measures and output
costs by department for 2020-21
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M Output cost ® Number of performance measures

Source: VAGO, based on the 2020-21 BP3.

To further illustrate the very different approaches to determining the number of
output measures, DPC has eight output measures for its 'Chief Parliamentary Counsel
services' output, which is worth $6.6 million, and seven measures for its 'Support to
veterans in Victoria' output, which is worth $9.0 million. In contrast, DET has four
measures for its ‘Support for Students with Disabilities’ output, which is worth

$1 242.6 million.

3.3 Constructing output performance measures

Departments need to construct output performance measures that measure the
desired objective of their service delivery and relate to factors that are clearly within
their control. Good output measures should provide useful information to help
stakeholders understand how a department's services might be contributing to
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objective indicator results. However, we found numerous examples of output
performance measures that do not provide meaningful information about output
performance. This is because departments have output performance measures that:

* do not measure their outputs

+ do not clearly define what is being measured

» do not relate to factors within their control

+ only relate to meeting legislative requirements or a basic minimum performance
standard

» prevent them from comparing their performance over time.

Output performance measures that do not measure outputs

Given that departments are funded on the basis of their outputs, it is important that
their performance measures clearly relate to these outputs. However, all departments’
performance statements include output performance measures that measure an
outcome, input or process, rather than an output. These measures do not meet the
Framework's requirement to measure output performance, which is the key
accountability mechanism of the state's funding model.

Figure 3K shows five examples of output performance measures and outlines if they
meet the Framework's requirement to measure outputs. For reference, Section 1.1
defines the terms input, process, output and outcome.

FIGURE 3K: Examples of 2020-21 output performance measures and whether they are input, process, output
or outcome measures

Meets the
Output performance measure Framework? Measurement focus
Availability of rolling stock—VLocity . Measures the input or resources that DoT uses to meet its objective
fleet (DoT) ‘Reliable and user-focused transport services'.
Business processes maintained to Measures the process DTF uses to help assure it meet its objective
retain ISO 9001 (Quality Management ‘Optimise Victoria's fiscal resources’. Results against the measure do
Systems) Certification (DTF) . not describe the delivery of funded outputs, which are analyses and
advice to government on the management of Victoria's fiscal
resource.
Major sporting and cultural events Measures the output or support service (facilitating events) that DJPR
held (DJPR) provides to meet its objective ‘Grow vibrant, active and creative
communities'.
Fires contained at first attack to Measures the output or activity (responding to and attacking fires)
suppress fires before they become that DELWP undertakes to meet its objective 'Reduced impact of
established, minimising impact major bushfires and other emergencies on people, property and the
(DELWP) environment'.
Proportion of drivers tested who Measures the outcome of DJCS's objective ‘Ensuring community
return clear result for prohibited . safety through policing, law enforcement and prevention activities’,
drugs (DJCS) rather than the delivery of activities that derive clear drug test results,

such as preventative public health campaigns.

Source: VAGO, based on the 2020-21 BP3.
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It is likely that departments include input and process measures in their performance
statements because they provide departmental staff with useful management
information. However, departments should capture and report this outside of BP3.

Departments wrongly including outcome measures in their performance statements
as 'output’ measures suggests the need for them to more carefully consider the
service logic of the activity being provided and ensure outcome measures are
properly expressed as objective indicators, as discussed in Chapter 2.

When departments wrongly include input, process and outcomes measures, this can
exclude relevant output measures, which results in reporting gaps. This impairs the
function of the state's funding model, which purchases outputs and therefore requires
departments to report on their output delivery in return for that funding.

For example, DET has included a number of outcome measures within its output
measures, for example, measures of student literacy and numeracy. This becomes
problematic if the activities DET provides (the outputs) to support these outcomes are
not included in the performance framework.

There are a range of funded DET activities outlined in the 2020-21 BP3 that would
contribute to the achievement of literacy and numeracy levels, but these are not
reflected in DET's output measures. Therefore, DET may not have performance
information on the volume, timeliness, cost or quality of the outputs it was funded to
deliver to support student achievement. This makes it difficult for decision-makers to
scrutinise why the outcome results might have occurred or ensure DET has delivered
its funded outputs as intended.

Another example that demonstrates this issue is DTF's output measures for Invest
Victoria. It only has one true output measure, which counts the number of visits to the
Invest Victoria website. Aside from this, one input measure is included (‘total cost’)
and the rest are all outcome measures that outline the number of jobs created,
businesses attracted to Victoria and funds generated. The results of these measures
may also be strongly influenced by factors outside of DTF's control. This means there
is no reporting on the actual services delivered by Invest Victoria in return for
government funding, as shown in Figure 3L.
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FIGURE 3L: Extract from DTF's departmental performance statement in the
2020-21 BP3

Invest Victoria (2020-21: $137.4 million)

This output contributes to the Department’s objective to strengthen Victoria’s economic
petformance through facilitating private sector investment in Victoria. This is achieved
through a focus on investments that strengthen innovation, productivity, job creation and
export growth in Victoria’s economy.

This output also provides support and advice to Government on Victoria’s long-term
economic development, including in relation to:

e ensuring Victoria is a leading destination for business, innovation and talent globally;
e continuous enhancement on Victoria’s approach to investment attraction; and

e enhancing Victoria’s business investment environment.

The performance measures below compate targets and expected or actual results from the
delivery of programs and services as part of this output:

Unit of 2 2019-20
Performance measures measure target
Quantity
Jobs resulting from government number 5200 5241 5200 7192
investment facilitation services and
assistance

These are whole-of-government targets with relevant activities across departments (including the
Departments of Jobs, Precincts and Regions, Premier and Cabinet and Environment, Land, Water and
Planning) contributing to these performance measures. The Victorian Jobs and Investment Fund
contributes to these targets.

New investment resulting from number 2300 2304 2300 2410
government facilitation services and

assistance

These are whole-of-government targets with relevant activities across departments (including the
Departments of Jobs, Precincts and Regions, Premier and Cabinet and Environment, Land, Water and
Planning) contributing to these performance measures. The Victorian Jobs and Investment Fund
contributes to these targets.

Wages generated from S million 85 nm nm nm
international investment secured

through Government facilitation

services and assistance

New performance measure for 2020-21 reflects whole of government targets for foreign direct
investment attraction.

Innovation expenditure generated S million 60 nm nm nm
from international investment
secured through Government
facilitation services and assistance
New performance measure for 2020-21 reflects whole of government targets for foreign direct
investment attraction.

Cost

Total output cost S million 137.4 70.3 137.8 45.4
The 2019-20 outcome is lower than the 2019-20 target, primarily due to rephasing of grant programs
managed by Invest Victoria to better match contractual commitments linked to milestone payments and
to allow new opportunities in future years.
The lower 2020-21 target is due to the carryover of 2019-20 appropriation for a delayed grant program

and additional funding approved for the investment attraction package.

Source: Department of Treasury and Finance

Source: 2020-21 BP3.

Vague output measures

For performance measures to effectively communicate information about
departments' performance, they must clearly state what they measure. The
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Framework's guidance states that better-practice output performance measures are
clear, concise, and use non-technical language so they can be easily understood by

Parliament and the community.

In many cases, departments’ output performance measures are clear enough for
parliamentarians and the public to understand. However, we identified examples that
may confuse readers with limited knowledge of a particular service area or how

departments operate.

Many of these examples may be understood by departmental staff in the context of
internal reporting. However, they are likely to be difficult for the public and
parliamentarians to understand because they do not have access to internal
departmental business rules that further explain the measure. This limits the

transparency of public performance reporting.

For the output performance measure ...

Hand hygiene compliance (DHHS)

Weighted Inlier Equivalent Separations—all hospitals
except small rural health services (DHHS)

Complete total allowable commercial catch setting
processes for key quota managed fish species (DoT)

Road vehicle and driver regulation: vehicle and driver
information requests, including toll operator and council
requests, processed (DoT)

Prosecutable images (DJCS)

Proportion of crimes against the person resolved within
30 days (DJCS)

Stakeholder satisfaction with the quality of advice on
significant public and private sector projects (DPC)

Timely delivery of state events and functions (DPC)

Activities that support business to comply with
environmental obligations (DELWP)

Briefings on key Australian Bureau of Statistics economic
data on day of release (DTF)

Delivery of advice to Government on portfolio
performance within agreed timeframes (DTF)

Engagements with businesses (DJPR)

Significant interactions with Victorian agri-food
companies and exporters, international customers and
trading partners that facilitate export and investment
outcomes for Victoria (DJPR)

It is not clear ...

How DHHS assesses compliance and which staff are
covered in the measure

What this technical term means

What DoT is measuring

What a vehicle and driver information request is

What a 'prosecutable image' is and what aspect of it is
being measured

What counts as resolved

Who DPC counts as a stakeholder and how it measures
stakeholder satisfaction

How 'timely' is defined
What constitutes an activity

Who DTF is briefing and what constitutes a briefing in
this context

What 'agreed timeframes' are

What counts as an engagement

What a 'significant interaction' is.
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Output measures that the department cannot control

The Framework states that good measures should be ‘directly attributable to
programs and/or activities delivered by the organisation under the output’. Where
services are driven by external demand, such as hospital, transport or court services,
the level of demand is not within the department’s control. For this reason, output
measures that simply '‘count’ the demand are not useful to assess departmental
performance.

There are a large number of measures in the 2020-21 BP3, particularly for DHHS, that
reflect levels of external demand rather than departmental actions. In all cases, such
measures can be converted to measures that do show departmental performance by
expressing performance as a productivity rate, or by creating a cost-efficiency

measure. For example:

The output performance
measure ...

Statewide emergency road
transports (DHHS)

Number of patients admitted from
the elective surgery waiting list
(DHHS)

Number of Working with Children
Checks processed (DJCS)

Road vehicle and driver regulation:
driver licences renewed (DoT)

Number of briefs supporting Cabinet
and Cabinet committee decision
making (DPC)

Only reflects the level of demand
for ...

Patients to be transported to
hospital

Elective surgery

People to obtain a Working with
Children Check

Driving licence renewals

Advice from Cabinet

Valueless output measures and targets

A more informative measure
would reveal the ...

Cost per trip

Rate of patient removals from the
waiting list

Cost per application processed or
rate of applications processed

Cost per driving licence renewal or
rate of renewals

Cost per brief

Targets make performance information easier to understand because they provide
context about what departments are trying to achieve.

The Framework states that targets 'stipulate the Government-agreed standard of
service delivery for that year'. As such, it is important that a target appropriately

reflects the desired standard for that output so the user of the performance
information can understand whether departmental performance does or does not

meet expectations.

However, we found examples where targets for output performance measures do not

achieve this due to:

» the measure and target only requiring compliance with a minimum standard

» it being impossible to know whether achieving above or below the target is good

or bad.
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Output measures and targets that only show compliance with a minimum
standard

The Framework states that output performance measures that measure compliance
with legislated standards should be used sparingly because they usually reflect a basic
minimum standard rather than the desired quality of the service.

The Framework also states that departments should not set targets of
0 or 100 per cent because they cannot demonstrate if their performance has
improved from year to year.

However, in the 2020-21 BP3 there are 99 output performance measures across the
eight departments that:

* have targets of 100 per cent

+ only reflect minimum levels of performance.

This accounts for around 7.9 per cent of all output performance measures. While all
departments have some targets of 100 per cent, they are particularly common in DPC
and DoT, with 23 and 22 respectively.

This use exceeds 'sparingly'. Figure 3M includes some examples of output
performance measures that reflect meeting minimum standards and have targets of
100 per cent.
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FIGURE 3M: Examples of output performance measures that reflect meeting minimum standards and have

targets of 100 per cent
Output performance measures

Community Crime Prevention grant payments properly
acquitted (DJCS)

Funding payments for the Cultural Strengthening initiative
made in accordance with milestones (DPC)

VAGO comment

Both these measures only reflect a minimum level of service
expected in grants and contract management.

Public hospitals are accredited (DHHS)

All public hospitals require accreditation to remain open and
receive government funding. A better measure would be the
percentage of health services achieving the highest
accreditation rating, matched with an appropriately
challenging target, which would be less than 100 per cent.

Key statutory obligations relevant to VicForests complied with
(tabling annual reports, audits, corporate plan and board
appointments) (DJPR)

Transport safety regulation—rail safety audits/compliance
inspections conducted in accordance with legislative
requirements (DoT)

Portfolio entity annual reports including financial statements
produced in line with the Financial Management Act 1994 and
free from material errors (DELWP)

Key statutory obligations relevant to the Game Management
Authority complied with (tabling annual reports, audits,
business plan and board appointments (DJPR)

Key statutory obligations relevant to the Victorian Fisheries
Authority complied with (tabling annual report, audits,
business plan and board appointments (DoT)

Budget Update, Financial Report for the State of Victoria,
Mid-Year Financial Report, and Quarterly Financial Reports
are transmitted by legislated timelines (DTF)

These all reflect meeting legislated requirements. It is a
breach of law not to achieve 100 per cent compliance and as
such, these measures and targets do not inform the user of
what 'good' performance is.

The compliance of government agencies with the law is
expected and performance measures should show
achievement beyond this.

Source: VAGO, based on the 2020-21 BP3.

Use of neutral measures

Neutral measures are ones where meeting or not meeting the target does not
provide meaningful information about a department's performance. These targets
commonly appear in DHHS and DJCS's output performance measures.

For example, DHHS's output performance measure ‘Reports to Child Protection
Services about the wellbeing and safety of children’ is not clear about what the
department is aiming to achieve. The target for 2020-21 is 136 677 reports. A result
below the target may mean that preventative services to support child safety are
working as intended. On the other hand, a result above the target may mean that
there are higher levels of reporting on the wellbeing and safety of children, which
could also be a positive result. A similar measure with the same issue exists for

counting family violence crimes.
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Measures that prevent comparison of performance over time

The Framework requires that output measures 'enable meaningful comparison and
benchmarking over time'. This requirement allows departments and government to
track performance and assess the impact of changing investment decisions.

To be comparable over time, an output measure must account for variations in
factors, such as population size and the number of service users. Measures that have
percentages and rates help account for these factors, but raw numbers do not. For
example, DTF's output performance measure ‘Compliance and enforcement
activities—energy' and DET's output performance measure 'Number of Digital
Assessment Library items developed' are both measured in raw numbers and do not
account for variations in population, service users and funding amounts. This prevents
users of the information from meaningfully comparing results over time to identify
performance changes.

We assessed a selection of output performance measures to see if they support
comparison of results over time. This selection covered the following output groups:

* 'Primary and Secondary Education’ (DET)
* 'Mental Health Services’ (DHHS)
* ’'Budget and Financial Advice, Revenue Management and Administrative Services

to Government, Economic and Policy Advice and Economic Regulatory Services'
(DTF).

As shown in Figure 3N, 42 per cent of the reviewed output performance measures do
not enable comparison of performance over time.

FIGURE 3N: Number of output performance measures that enable comparison
over time

Number of output
measures comparable

Number of output
measures not

Department overtime  comparable over time Total output measures
DET 50 22 72
DHHS 7 16 23
DTF 23 20 43
Total 80 58 138

Source: VAGO, based on information from DTF.

Figure 30 gives more detailed examples to illustrate this issue.
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FIGURE 30: Examples of output performance measures that enable and do not enable comparison over

time

Output performance measure

Percentage of students above the bottom three
bands for numeracy and reading in Years 3, 5, 7
and 9 (NAPLAN [National Assessment Program—
Literacy and Numeracy] testing) (DET)

Comparable
over time

Comment

As this is measured as a percentage, it accounts for
changes in student population levels over time.

Clients readmitted (unplanned) within 28 days—
percentage (DHHS)

As this measures the percentage of clients readmitted, it is
readily comparable over time.

Ratio of outstanding debt to total revenue
(monthly average) (DTF)

As a ratio, this measure is comparable over time.

Number of students participating in the Victorian
Young Leaders Program (DET)

As this measures the number of students participating in
the program, it does not consider population changes and
is therefore not readily comparable over time. The measure
could be converted to a proportion. For example, the
percentage of year 9 students participating in the Victorian
Young Leaders program.

Total community service hours (DHHS)

As this measures the total number of community service
hours, it does not consider changes in population, service
users or staffing. It could be converted to an efficiency
measure, such as cost per community service hour, or
community service hours per capita, to demonstrate levels
of service use.

Reviews, investigations or advisory projects (DTF)

As this only measures quantity, it does not reflect changes
to funding or staffing numbers. It could be converted to an
efficiency measure, such as cost per review, investigation or
advisory project, which would allow comparison over time.

Source: VAGO, based on the 2020-21 BP3.

Where output measures prevent comparison over time, they also prevent comparison
against other jurisdictions, which the Framework states is a preferable feature. Output
measures that are expressed as percentages or rates, which therefore control for
variables such as population levels, provide departments the opportunity to
benchmark performance against other states and territories, which is useful for

identifying performance gaps and issues.

Discontinuing output performance measures

Another factor that may prevent departments from assessing output measure
performance over time is when measures are discontinued or significantly changed.
For this reason, the Framework states that it is important to minimise the number of
changed measures from one year to the next. However, the Framework also
acknowledges that this needs to be balanced against the need for new output
performance measures as government policies and programs evolve.

Each state Budget sees a number of measures discontinued and a number of new
measures added. Figure 3P shows that of the 1 258 output performance measures in
the 2020-21 BP3, 468 (37 per cent) have existed for 10 or more years.
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FIGURE 3P: Output performance measures in the 2020-21 BP3 by age

New

—
9%

1-2 years old
10+ years old 17%

37%

X 3-5 years old

6-9 years old
4 24%

13%

Source: VAGO, based on information from DTF.

Since the 2011-12 state Budget, PAEC, at the invitation of the Assistant Treasurer, has
had the opportunity to comment on the measures that have been proposed for
discontinuation.

In the 2019-20 BP3, 102 measures were proposed for discontinuation. PAEC's review
of these measures found that:

* 39 per cent of them have been replaced by improved measures

» around 25 per cent relate to projects or programs that were completed or
discontinued

» the department did not provide a clear reason for discontinuing the measure in
14 per cent of cases.

PAEC recommended that DTF, in consultation with all departments, ensures that
future BP3s contain clear explanations for all proposed discontinued measures to
enable meaningful review by PAEC.

In PAEC's review of the 2020-21 BP3, it identified only two measures where
departments did not provide a clear reason for discontinuing the measure.
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Using performance
information

Conclusion

It is difficult for the government, Parliament and the community to
use the results departments publish in BP3 and their annual
reports to understand performance. This is due to:

* frequent gaps in data sources and calculation method
documentation

* alack of performance reporting against objective indicators
e afailure to present trended performance results over time

* limited explanations of variances from targets.

Together, these issues reflect the lack of priority that departments
give to transparently and accountably demonstrate their
performance results. This is inconsistent with the purpose of the
Framework as 'a governance and operational framework for
public sector accountability for the investment of public sector
resources'.

This chapter discusses:

* Reporting accurate results

» Reporting on objective achievement

* Reporting on output performance

+ Auditing departments' performance results
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4.1 Reporting accurate results

Performance reporting in BP3 and departments' annual reports is key in
demonstrating accountability for public sector service delivery. In both cases, it is vital
that departments report accurate results against objective indicators and output
measures.

As shown in Figure 4A, several of our past audits have identified issues with the
accuracy of externally reported performance data. A common issue is weak or absent
data controls, which can lead to inaccurate and/or incomplete reporting.

FIGURE 4A: Issues with the accuracy of performance data found in past audits

VAGO report Issue

Managing Major Projects, 2012 Major Projects Victoria had reported to Parliament each year that it achieved 100 per cent
performance in delivering its projects. However, it could not adequately demonstrate that it
collected and collated the necessary data to support this result.

Emergency Service Response Times,  Our testing found that reported emergency response time performance fairly represented

2015 actual performance in most instances. However, weaknesses in controls within justice
portfolio agencies and Ambulance Victoria, and DHHS's use of a less reliable data system
for rural responses created minor inaccuracies and the risk of greater errors.

Efficiency and Effectiveness of The performance data DHHS relied on had weaknesses because it inaccurately recorded
Hospital Services: Emergency Care, patient re-presentations to emergency departments.

2016

Regulating Gambling and Liquor, The Victorian Commission for Gambling and Liquor Regulation was unable to provide
2017 assurance on the number of inspections it reports as part of its BP3 data due to inaccurate

recording of inspection data.

V/Line Passenger Services, 2017 Data used to measure performance varied in its reliability due to critical shortcomings in
V/Line and Public Transport Victoria's verification of reported performance.

Improving Victoria’s Air Quality, We identified weaknesses in the accuracy and reporting of the Environment Protection
2018 Authority’s air quality data.

Recovering and Reprocessing We found that the government's ability to understand the nature and volume of the state's
Resources from Waste, 2019 waste was limited by incomplete and unreliable data.

Source: VAGO.

To support accurate and consistent data capture and result calculation, the
Framework requires departments to document their methodology for recording,
calculating and reporting their performance results and make this available for DTF to
review on request.

While the Framework only requires this for output performance measures, we also
assessed if departments have data definitions and documented business rules for
their objective indicators. This is because departments need to have clear internal
rules and processes to ensure their performance statements contain meaningful,
accurate information.
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However, as shown in Figure 4B, we found numerous gaps in the information
required to clearly document how objective indicator and output measure results are
calculated. For example:

» DPC does not have a data dictionary, or any other documentation, that outlines
how it calculates its departmental objective indicator and output performance
results. As such, it is difficult to ensure DPC calculates its results accurately and
consistently each year.

» DET only has high-level, general descriptions of its measures with no supporting
technical information.

FIGURE 4B: The completeness of departments’ calculation documentation to support their 2019-20 objective
indicator and output performance measure results

Data dictionary? Key information included?
For For output Inclusions
objective  performance Measure Data Business  and Data Target

Department indicators measures description collection rules exclusions Method validation setting
DET 18% 93% X X X X X
DELWP 29% 79% X X X
DHHS 25% 82% X X X X X
DJCS 77% 91%
DJPR 100% 90% X X
DoT 20% 92% X X
DPC Department does not have a data dictionary
DTF 77% 90% X X X

Met. X Not met.

Note: Output performance measures include quantity, quality, timeliness and cost. Measure description details what activity is being measured, defines key
terms and explains what is being reported. Data collection outlines what data is being collected, how the data is collected, the frequency of data collection
and data security arrangements. Business rules defines what the measure counts and outlines any assumptions relevant to how the data is captured.
Inclusions and exclusions identify any key quantitative or qualitative data, categories, groups or activities that are specifically included or excluded. Method
defines how the result is calculated. Data validation outlines the process for validating/assuring the quality of the raw data and/or calculated result, for
example, whether the result is verified internally by a business unit, endorsed by the deputy secretary, or by an internal or external audit. Target setting
details how the target is set.

Source: VAGO, based on information provided by departments.

Despite departments with data dictionaries having relevant sections populated, we
found examples where the information was not clear enough or did not provide
sufficient detail on how a measure is calculated. For example:
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For the output performance
measure ...

Significant built park assets managed
by Parks Victoria rated in average to
excellent condition (DELWP)

Proportion of major agencies
accredited (DHHS)

Registration and accreditation
decisions/approvals in relation to the
Victorian Energy Efficiency Target
Scheme (DTF)

Compliance and enforcement
activities—energy (DTF)

The data dictionary states ...

How park asset conditions are rated
on a scale of one to five (ranging
from excellent to very poor) and
that the percentages of assets rated
from one to three are reported for
this performance measure

The types of accreditation accepted

Factors influencing how the target
is set

That a register of penalty notices is
kept

But the data dictionary does
not ...

Reference how each asset is rated,
the requirements for each rating, or
alternatively, the policy or
procedure document that might
outline this information

State which agencies are counted in
this measure or how the data is
captured and verified

State how the result is calculated

Provide any information about how
the data in the register is captured,
or the policy or procedure
document that might outline this
information.

If data dictionaries do not include all of the key information, departments are highly
reliant on the knowledge and experience of key staff to ensure their performance
data is prepared consistently and accurately year on year. If these key staff leave the
department, there is a risk that this knowledge will be lost and that future data
reporting could be incorrectly captured or interpreted.

In addition, we found that DTF does not request information on departments’
business rules and does not review departments’ data dictionaries. While the
Framework does not require DTF to conduct reviews, by not reviewing or ‘spot
checking’ departments’ data DTF is missing the opportunity to assure itself that
departments’ processes are supporting accurate performance statements.

Controls over performance reporting

Departments need systems and procedures to ensure the accuracy and completeness
of their performance information. These can include:

 clearly defined and documented business rules
* training staff to follow data collection processes

» quality assurance checks on how data has been collected and how results have
been calculated

* reviews by someone external to the business area that collected the data, such as
an internal audit team.

We requested evidence from DET, DHHS and DTF about how they collect, store,
calculate and report on a selection of performance measures. We used this data to
recalculate some of their reported results. We found that despite there being gaps in
their business rules for fully documenting the selected measures, the three
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departments do utilise controls to support data accuracy and we were able to

accurately recalculate their published results.

Controls in place

Figure 4C sets out the systems for collecting and storing data and the internal
controls to ensure data accuracy used by the three departments for the selected

measures.

FIGURE 4C: Performance information systems and internal controls at DET, DHHS and DTF

Department Information systems in place Key internal controls
DET DET uses a range of information systems ¢ The results are reviewed and approved by the executive
and databases to store the data for its director and deputy secretary prior to providing them to the
performance measures, including the: performance and evaluation division, which is responsible for
« Victorian Curriculum and Assessment the prgduction, governance and authorisation of all BP3
Authority database reporting.
« CASES21 government school e The performancg and evaluation dIVISIO!ﬁ undertakes a ‘
enrolment system cIeanmgAand review process l?y comparing the resu]ts with
the previous year's results to identify any major variances that
* Enterprise reporting business might indicate an error.
intelligence system . . .
¢ The quality of data supplied by schools through CASES21 is
* Oracle financial system. reviewed annually as part of the publication of the
Some data is also drawn from external government school annual reports.
sources, such as the Australian Curriculum,  «  Measures that are collected, calculated and reported via
Assessment and Reporting Authority. external national and international agencies (for example,
NAPLAN) are generally subject to development, review and
governance processes by participating states and countries.
¢ DET uses standardised reporting scripts to generate reports
from the databases. This means there is no need to manually
calculate results, which leaves less room for error. If staff
require access to the system to change the script, DET
separates the duties between the team responsible for
calculating results and its information technology staff.
DHHS The data for DHHS's mental health BP3 ¢ DHHS has data input validation processes built into its mental

measures is stored in the:

¢ Client Management
Interface/Operational Data Store

¢ Victorian Emergency Minimum Dataset

¢ Victorian Admitted Episodes Dataset.

The mental health program area also uses
supplementary Microsoft Excel
spreadsheets for reporting aggregate
information.

health information systems to ensure mandatory data fields
are completed. For example, when the system control
identifies an incomplete record, it prompts the user to input
additional information.

All performance measure results are checked by two data
analysts.

There is segregation of duties between the analysts who
extract/calculate the results and an officer who approves it.

Results are reviewed and approved by the executive director
and deputy secretary prior to providing them to the strategic
and budget planning branch.

The strategic and budget planning branch does a 'sense
check' before the data is publicly reported.

58 | Measuring and Reporting on Service Delivery | Victorian Auditor-General's Report



DTF DTF captures and stores performance data * Results are reviewed and approved by the executive director
on its BP3 measures in individual and deputy secretary prior to providing them to corporate
Microsoft Excel spreadsheets on its delivery services team, which is the central collection point.
internal network drive. From March 2021,
DTF moved this information from its
internal network drive to Content
Manager, which is an electronic document
and record management system designed
to capture, manage, and secure business
information. ¢ DTF's secretary approves the end-of-year results included in

the annual report.

¢ DTF's corporate delivery services team ‘sense checks' all of
the performance data. The executive director and deputy.
secretary of corporate delivery services, as the executive
owners of the process for collating and checking the quality
of the data, approve the consolidated results.

¢ Access to Content Manager is restricted to staff responsible
for entering the information, the executive director and
deputy secretary. Content Manager also provides an audit
trail of who is editing and accessing reporting information.

Source: VAGO, based on information provided by departments.

The three departments we examined have systems to ensure that their reported data
results are reviewed and signed off by senior management prior to publication. All
three departments also have central units that ‘sense check’ results by comparing
them to previous years and considering any major events or incidents that may have
impacted the results.

DHHS also has data input validation processes built into its mental health information
systems to ensure mandatory data fields are completed.

DJCS employs a better-practice approach. Its central unit tests the accuracy and
completeness of data submitted by its business units on a risk basis. DJCS's central
unit does this by recalculating the performance result using the business rules and
methodology set out in the data dictionary.

Across all departments, it is common practice for the business unit responsible for
performance against a measure to set the measure and associated targets. They are
also usually responsible for:

» collecting data to assess their progress against the measure
» determining how to calculate results

» preparing public reporting on the results.

The creates a risk that if departments do not have a separate business unit checking
results, then they are not managing the conflict of interest that exists by having the
same areas set, collect and report on their own measures.

Accuracy of output measure results

To test the accuracy of information reported in departments' 2019-20 annual reports,
we recalculated the results for the following performance measures, as shown in
Figure 4D.
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FIGURE 4D: Output measure results that we recalculated

Department  Output performance measures

DET e Average days lost due to absence at year 5, 6, 7-10, 11, 12
» Parent satisfaction with primary/secondary schooling on a 100-point scale
* Percentage of students above the bottom three bands for numeracy in year 3, 5, 7, 9 (NAPLAN testing)
» Percentage of students above the bottom three bands for reading in year 3, 5, 7, 9 (NAPLAN testing)

e Years 5-6/7-9 students' opinion of their connectedness with the school

DHHS ¢ Registered community clients
» Proportion of major agencies accredited

¢ New client index

DTF e VPS [Victorian Public Service] stakeholder feedback indicates delivery of advice and information sessions
supported the financial reporting framework across the VPS and supported the VPS to understand the
financial management framework

* Delivery of major milestones within agreed timelines

» Better Regulation Victoria's advice on Regulatory Impact Statements or Legislative Impact Assessments was
timely, as assessed by departments

* Timely handling of objections (within 90 days)

Source: VAGO, based on the 2020-21 BP3.

We did not identify any calculation errors. However, some of DTF's business rules did
not provide clear enough guidance on how it calculates its results. For example, the
output performance measure 'Delivery of major milestones within agreed timelines'
does not provide any details of the rating system for determining if major milestones
were delivered within agreed timelines. DTF uses a traffic light rating system, but does
not specify the criteria for determining what sits within each category.

With DET's 'Average days lost due to absence at Year 5, 6, 7-10, 11, 12', measured
schools and health services are permitted to retrospectively submit data. As a result,
there is a risk that the reported result may change over time. However, we only found
minor discrepancies when we redid the calculation.

We were not able to recalculate the results for DET's measures that rely on NAPLAN
data, as this information is collected, calculated and reported by an external agency.

4.2 Reporting on objective achievement

Departments are required to publicly report on their performance in two places:

* The BP3 outlines the products and services that the government funds. As the
state Budget is usually released before the end of the financial year, each
department reports actual results for around 9 months and estimates
performance for the remaining months.

» Each department’s annual report provides information on actual performance for
the full financial year, including whether the department has achieved its
objectives.
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However, the performance information that departments publish does not clearly
demonstrate their progress towards achieving their stated objectives. As outlined
already, in many cases this is because departments lack true measures of their
objectives. In addition to this issue, no departments have established baseline data for
their objective indicators to measure their performance against.

Reporting on progress over time

It is a mandatory requirement in the Framework for departments to report their
performance against their departmental objective indicators in line with DTF's Model
Report. The Model Report requires departments to report multiple years of results to
show performance over time, which enables the reader to make basic comparisons
between past and present performance.

In 2019-20, only five of the eight departments complied with this requirement. We
identified a range of gaps in the ways that DHHS, DPC and DTF use their annual
reports to report on their progress over time.

In DTF's 2019-20 annual report, it reported performance over four years for
seven objective indicators. For the remaining six objective indicators, DTF only
provided narrative descriptions of performance.

In 2019-20, DHHS and DPC reported four years of results, but for ‘lower level’
indicators rather than their objective indicators. Some departments use lower level
indicators as a tool for tracking progress against an overarching objective indicator.
However, this approach does not replace the Framework's requirement that
departments report against their objective indicators.

Figure 4E shows the objective indicators DHHS set in the 2019-20 BP3 for the
departmental objective 'Victorians have the capabilities to participate’.

FIGURE 4E: Extract from DHHS's performance statement in the 2019-20 BP3

Objective 3: Victorians have the capabilities to participate.

This objective aims for Victorians to participate in learning and education,
participate and contribute to the economy, and to have financial security.

The departmental objective indicators are to:

* increase educational engagement and achievement by children and
young people in contact with departmental services—especially those in
out-of-home care

* increase participation in three and four-year-old kindergarten by
children known to child protection

+ increase the satisfaction of those who care voluntarily for people with a
disability, people with mental illness, and children in out-of-home care

61 | Measuring and Reporting on Service Delivery | Victorian Auditor-General's Report



» increase labour market participation by people with disability, people
with a mental illness, and people living in specified locations and
communities.

Source: 2019-20 BP3.

However, as Figure 4F shows, the 'indicator results' DHHS reported in its annual
report are entirely different to the objective indicators in BP3. They do not relate to
the same service areas, which include vulnerable groups, such as children in child
protection, carers and people with disability. While the lower level indicators do
provide useful information about aspects of DHHS's performance against the
objective, DHHS has not complied with the Framework because it has not provided a
transparent record of the department’s achievement against its departmental
objective.

FIGURE 4F: Extract from DHHS’s 2019-20 Annual Report

Objective 3: indicator results
2016-17 2017-18 2018-19 2019-20

Victorians participate in learning and education

Clinical placement student days (medicine) New 393,807 395349 402,008
measure

Clinical placements student days (nursing and midwifery) New 406,330 428,864 435731
measure

Clinical placement student days (allied health) New 158,461 159,709 159,172
measure

Number of people trained in emergency management 2,000 2,783 2,982 2,923

Source: Internal departmental data

Victorians participate in and contribute to the economy and have financial security

Funded postgraduate nursing and midwifery places at diploma and 832 832 865 107781
certificate level

Total funded FTE (early graduate) allied health positions in 670 700 745 691E
public system

Total funded FTE (early graduate) medical positions in 1,626 1,625 1,625 1,6258
public system

Total funded FTE (early graduate) nursing and midwifery positions 1,591 1,591 1,618 1,9565
in public system

Number of bonds issued to low income Victorians to assist access 11,584 9,321 8,754 9,256F
to the private rental market

Source: Internal departmental data

EMeasures have not been finalised and are estimated results.
Source: DHHS's 2019-20 Annual Report.
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Reporting actions rather than results

In its 2019-20 reporting, DTF described actions it had completed rather than the
results it had achieved for five of its 13 objective indicators. For example, DTF
provided commentary on the work it carried out during the year instead of measuring
if the objective indicator was achieved. This is shown in Figure 4G. For another
objective indicator, ‘High quality whole of government common services provided to
Government agencies, as assessed by feedback from key clients’, DTF only provided
results for one year.

FIGURE 4G: Extract from DTF’'s 2019-20 Annual Report

Objective Indicator 2: Government business enterprises
performing against agreed financial and non-financial
indicators.

DTF provides governance oversight of government business enterprises
(GBEs) and advice to government, departments and agencies relating to
GBEs' strategic direction and performance, significant capital expenditure
proposals, dividends and capital repatriations.

As part of the annual corporate planning cycle, financial and non-financial
key performance indicators are agreed to and targets set in consultation
with the GBE and the portfolio department. A GBE's performance against
these targets is monitored on a quarterly basis and its noncompliance is
addressed on an exceptions basis.

DTF has requested that all public non-financial corporations must submit
cashflow forecasts on a monthly basis so DTF can proactively respond to
issues as they emerge. A tracking register and summary analysis template
has been set up to log and track financial assistance requests as they arise
from public non-financial corporations. This critical information was
sought as it:

« provides visibility of public non-financial corporations' liquidity and
emerging cashflow risks

+ allows DTF to consolidate the state’s funding and liquidity needs from
the financial market

» provides the Treasury Corporation of Victoria with information to
determine how much money it needs to raise from the financial market
to meet the funding needs of government businesses.

Source: DTF's 2019-20 Annual Report.
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4.3 Reporting on output performance

Departments do not publicly report on their output performance in a way that allows
the reader to compare results between departments or understand performance over
time. This limits Parliament and the community’s ability to hold departments
accountable for their performance.

Departments' performance statements in BP3 are available online. However, BP3 does
not provide parliamentarians or the public with trended data over multiple years,
which is the most practical way to understand departments’ performance over time.

Parliamentarians and the community can access all departments’ current and prior
year performance results through Microsoft Excel spreadsheets that DTF publishes on
its website. However, it is difficult for readers to interpret this data without having
detailed knowledge of departments' work, and users must create graphs to visualise
the raw data themselves.

Given the limitations of departments' public reporting, we developed a dashboard
using data from DTF's website and the departments' 2019-20 annual reports. We
have also included data published in the 2021-22 state Budget papers to update our
dashboard to include 2020-21 performance results. This dashboard, available at our
website (www.audit.vic.gov.au), can be used to analyse departments' output
performance measure results from 2008-09.

Figure 4H shows that for 2019-20, departments reported meeting a combined total
of 57 per cent of their output performance measure targets, and not meeting

37 per cent. The remaining 6 per cent are neutral measures, where it is not possible to
determine if a target has been met or not.

FIGURE 4H: Departments’ output performance against their targets in 2019-20
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80%
70%
60%
50%
40%
30%
20%
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DET DPC DTF

DELWP  DHHS DJCS DJPR DoT Total

B Met  ® Not met Neutral measures

Source: VAGO, based on information from DTF and departments’ 2019-20 annual reports.
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Explaining variance in performance

Departments do not always comply with the Framework's requirement to explain

significant performance variations against the targets in their performance Significant variation s a 5 per cent

. . L. variance (increase or decrease), or
statements. Departments’ explanations are critical to the usefulness of output a change that may be of public
performance measures as a way to monitor and assess their performance. They also interest.

support a culture of transparency by requiring departments to justify their spending
during the yearly revenue certification claim process.

However, we found examples where departments with significant performance
variances have not provided clear explanations. Some have simply stated that there is
a variance, or that a variance is positive because it exceeded the target. These
insufficient explanations make it difficult for Parliament and the public to understand
whether variations in performance should or should not be of concern and whether
the result is due to factors within or outside of a department’s control.

In its yearly reports on the Budget estimates, PAEC has repeatedly identified
weaknesses in departments’ explanations of performance variations, including:

» unclear and incomplete explanations
« failure to identify the underlying cause of variances

« failure to provide more information than just a statement that there was a
variance

* too many speculative explanations that are not based on clear evidence.

We used our dashboard to identify significant variations in departments'
performance. Figure 41 shows that almost half of all output performance measures
varied from their target by more than 5 per cent in 2019-20 (592 output performance
measures out of a total 1 252).

FIGURE 4I: Variance of output performance measures within or by more than
5 per cent in 2019-20
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DET DPC DTF

DELWP  DHHS DJCS DJPR DoT Total

W Within 5 per cent M Variance > 5 per cent Neutral measures

Source: VAGO, based on information from DTF.
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At 10 instances, DHHS had the most significant number of variances with no
explanation given in BP3. DTF had three variances with missing explanations, and DoT
and DJCS each had one. While the remaining departments' output performance
measures included explanations for variances, these vary in quality as shown in

Figure 4J.

FIGURE 4J: Examples of how departments explain variances

Output performance Meets the
measure Variance Explanation Framework? Comment
Customer satisfaction +9.4% DICS's explanation is that the This explanation does not
rating—Births, Deaths, and 2019-20 outcome is higher than explain the factors that
Marriages service centre the target due to the outcome of . contributed to this result and
(DJCS) the two customer surveys held in whether they were within the
that year. department’s control or not.
Road projects completed -22.0% DoT's explanation is that the This explains the factors that
within agreed scope and 2019-20 outcome is lower than the contributed to this result,
standards: regional (DoT) target due to inclement weather including that they were
and delays in obtaining approvals outside the department's
from local councils. control.
Number of Scout Hall Capital -100.0% DPC's explanation is that the DPC provides a clear
Projects Completed (DPC) 2019-20 outcome is lower than the explanation for why the
target because program variance occurred.
commencement has been delayed,
which affected the completion of
works on the two sites.
Proportion of adult patients +8.8% DHHS's explanation is 'The DHHS's explanation does
suspected of having a stroke 2019-20 outcome is higher than not identify the reasons why
who were transported to a the 2019-20 target which is a . the department
stroke unit with thrombolysis positive result’. overachieved.
facilities within 60 minutes
(DHHS)
Information and advice +23.3% DIJCS explanation is ‘'The 2019-20 DJCS's explanation identifies
provided to consumers, outcome is higher than the the reasons why the
tenants and businesses— 2019-20 target primarily due to department overachieved.
through other services increased consumer enquires
including written driven by the rental eviction
correspondence, face to face moratorium and the restriction on
and dispute assistance telephone-based service put in
(DJCS) place as part of the coronavirus
(COVID-19) response’.
Percentage of students in -104% DET's explanation is 'NAPLAN This measure had a 2019-20

the top two bands for
reading in Year 5 (NAPLAN)
(DET)

results are subject to a small
margin of error, common to any
assessment program, reflected in a
confidence interval of

+ 1.05 percentage points which is
specific to the 2019 assessment
year'.

target of 45.1 per cent, and
its result was 40.4 per cent.
This explanation does not
explain why the target was
missed by 10.4 per cent.
Even after factoring in the
confidence interval, the
variance is 6.1 per cent. As
this measure focuses on
outcomes, it is more
challenging to explain
variances.
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Output performance Meets the

measure Variance  Explanation Framework?
Planning referrals relating to -12.5% DELWP's explanation is 'The

native vegetation processed 2019-20 actual is lower than the

within statutory timeframes 2019-20 target due to the volume

(DELWP) of planning referral cases in growth

areas, increased numbers of
complex infrastructure projects and
staff deployment to bushfire
response and recovery'.

Comment

This explains the reasons
why the target was missed.

Source: VAGO, based on the 2020-21 BP3.

4.4 Auditing departments’' performance results

Unlike departments' financial statements, which we independently audit, there is no
legislated requirement for state government departments’ performance statements to
be independently audited. In contrast, local government, water authorities and TAFE
entities in Victoria are required to have their performance statements independently
audited. We undertake this work as a part of our annual financial audit work program.
It involves testing if the Local Government Performance Reporting Framework
indicators included in councils' annual reports accurately report performance. Where
necessary, we consider processes that councils use to ensure they report performance
information accurately.

The present scenario in Victoria means that while Parliament and the public have
independent assurance of the accuracy of government agencies' financial statements,
this is not available for performance statements, which demonstrate the delivery of
public services to the community.

To address this issue and increase public confidence about reported performance
information, some jurisdictions require public entities to have their service delivery
performance reporting independently audited. Figure 4K provides examples of this.
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FIGURE 4K: Examples of jurisdictions that audit non-financial performance
statements

Jurisdictions with audited non-financial performance
statements

In Western Australia, departments' annual reports include certified
performance indicators. Departments provide assurance that these are
based on proper records, are relevant and appropriate, and fairly represent
the agency's performance for the financial year.

The Western Australian Auditor-General audits the performance indicators
in departments' annual reports and expresses an opinion on their
relevance and appropriateness, and whether they fairly represent
performance for the period under review.

In New Zealand, legislation will require public entities to report audited
information about service provision alongside their financial statements
from 1 January 2022. This is designed to improve public entities'
accountability for service delivery and improve government
decision-making.

In British Columbia, Canada, the Auditor-General provides assurance for
organisations on request. The Auditor-General provides an opinion on
whether performance was fairly presented in accordance with reporting
requirements.

Source: VAGO, based on information from the Queensland Audit Office’s Monitoring and reporting performance, and
the New Zealand Accounting Standards Board's Public Benefit Entity Financial Reporting Standard 48 Service
Performance Reporting.
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Submissions and comments

We have consulted DELWP, DET, DFFH, DH, DJCS, DJPR, DoT,
DPC and DTF, and we considered their views when reaching our
audit conclusions. As required by the Audit Act 1994, we gave a
draft copy of this report, or relevant extracts, to those agencies
and asked for their submissions and comments.

Responsibility for the accuracy, fairness and balance of those
comments rests solely with the agency head.

Responses were received as follows:

DEWLP 70
DET

DFFH

DH

DJCS

DJPR 87
DoT 90
DPC 93
DTF 96
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Response provided by the Secretary, DELWP

Department of Environment,
Land, Water and Planning

PO Box 500, East Melbourne,
Victoria 8002 Australia
delwpvic.govau
Mr Andrew Greaves Ret SECO15077
Auditor-General L R

Victerian Auditor-General's Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Auditor-General

PROPOSED PERFORMANCE AUDIT REPORT MEASURING AND REPORTING ON SERVICE
DELIVERY

Thank you for your letter of 5 May 2021 providing the Department of Environment, Land, Water and
Planning (DELWP) with an opportunity to comment on the proposed Performance Audit Report
Measuring and reporting on service delivery.

DELWP appreciates the work of your office in conducting this important audit.

As requested in your letter, | have attached DELWP’s response to each of the recommendations
directed to DELWP which includes the actions that will be undertaken to address the respective
recommendations.

If you would like more information about this matter, please contact Dr Sharn Enzinger, Executive
Director, Strategy and Performance, DELWP at sharn.enzinger@delwp.vic.gov.au or on 0438 293
134.

Yours sincerely

S S .

John Bradley
Secretary

18 May 2021

Encl.

Any personal information about yvou or a third party in your correspondence will be protected underthe provisions of the

Privacy and Dats Profection Act 2014, It will oly be used or distlosed to appropriate Ministerial, Statutory Autharty, ar
departmental staff in regard to the purpose for which it was provided, unless required or authorized by law. Enguiries ORIA
about access to information about you held by the Department should be directed to fol unit@delwp vie govau or FO| Bate

Unit, Department af Environment, Land, Water and Planning, PO Box 500, East Melboume, Victora 8002,
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Response provided by the Secretary, DELWP—continued

Measuring and reporting on service

delivery performance audit

Recommendations
Recommendation 1

All departments review their objectives, indicators
and output performance measures using a service
logic approach to clearly distinguish between their
service objectives, inputs, processes and outputs,
and use this information to re-validate and, as
needed, redesign their performance statements
(see sections 2.1, 22 and 3.3)

DELWP’'s Management Action Plan

Agreed Action Completion Date

Accepted:
Agtion 1

DELWP will undertake a review of all BP3
objectives, indicators and output performance
measures using a service logic approach as part
of developing its next Department Performance
Statement, and make adjustments where
appropriate to ensure each element is correctly
aligned as service objectives, inputs, processes or
outputs,

May 2022
(release of 2022-
23 State Budgef)

Action 2

DELWP will ensure alignment to any changes
made in the DTF Resource Management
Framework (RMF) ahead of the 2023-24 Budget,
and make adjustments where appropriate
DELWP will continue to ensure alignment to the
RMF on an ongoing basis

May 2023
(release of 2023-
24 State Budget)

Recommendation 2

All departments ensure their performance
statements comply with the Resource
Managemeni Framework (and where possible, its
guidance material) including:

.

developing baseline data for objective indicators
(see Section 2.2)

.

clearly linking outputs with departmental
objectives/objective indicators {see Section 2.2)

redefining outputs that are too large andfor
heterogenous in terms of service delivery (see
Section 3.1)

ensuring outputs have a balanced and
meaningful mix of output performance

measures that assess quantity, guality,
timeliness and cost (see Section 3.2)

setting output performance measures that allow
for comparnison over time and, where possible,
against other departments and jurisdictions (see
Section 3.3)

Accepted:
Agtion 1:

DELWP will undertake a review of all BP3
objectives, indicators and output performance
measures as part of developing its next
Department Performance Statement, and make
adjustments where appropriate to comply with the
RMF (and where possible, its guidance material)
including:

May 2022
(release of 2022-
23 State Budgef)

= capturing baseline data for all chjective
indicators from annual reports

+ linking outputs with departmental

objectivesiobjective indicators

redefining cutputs that are too large andfor

heterogenous in terms of service delivery

ensuring outputs have a balanced and

meaningful mix of output performance

measures that assess quantity, quality,
timeliness and cost

sefting output performance measures that allow
for comparison over time and, where possible,
against other departments and jurisdictions.

Envirenment,
MRIA Land, Water
Gowernment and Planning

OFFICIAL

71 | Measuring and Reporting on Service Delivery | Victorian Auditor-General's Report



Response provided by the Secretary, DELWP—continued

Measuring and reporting on service

delivery performance audit

ompletion Date
Agction 2: May 2023
DELWP will ensure alignment to any changes (release of 2023-
made in the RMF ahead of the 2023-24 Budget, 24 State Budgef)
and make adjustments where appropriate.
DELWP will continue to ensure alignment to the
RMF on an ongoing basis.

Recommendation 3 Accepted in principle: May 2022
Action 1: (release of 2022-

All departments develop output performance 23 State Budget)

measures that use unit costing to measure service DELWP will investigate the application of unit cost

efficiency (see Section 3.2) performance measures for inclusion in future BP3
Department Performance Statements. Any unit
cost measures that are found to be appropriate for
DELWP's outputs and services will be added to
subsequent Department Performance Statements.
DELWP will continue to seek to create
performance measures that provide meaningful
insights on service efficiency on an ongoing basis.

Agction 2 May 2023
DELWP will ensure alignment to any changes (release of 2023-
made in the RMF ahead of the 2023-24 Budget, 24 State Budget)
and make adjustments where appropriate.

DELWP will continue to ensure alignment to the

RMF on an ongoing basis.

Recommendation 10 Accepted: November 2021
Action 1. (release of next

All departments ensure they provide specific Annual Report)

reasons and analysis for all of their output DELWP already provides variance comments for

performance results that vary by more or less than  all output performance measure results that vary

5 per cent (see Section 4.3) by more or less than five per cent in its Annual
Reports. Explanatory comments are also provided
for variances for expected outcomes in
Department Perfermance Statements. DELWP will
continue to ensure that specific reasons and
analysis are provided for all variances of greater
than five per cent.

Action 2: May 2023
DELWP will ensure alignment to any changes (release of 2023-
made in the RMF ahead of the 2023-24 Budget, 24 State Budget)
and make adjustments where appropriate

DELWP will continue to ensure alignment to the

RMF on an ongoing basis.
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Response provided by the Secretary, DELWP—continued

Measuring and reporting on service
delivery performance audit

Recommendations
Recommendation 11

All departments ensure they have complete data
dictionaries that include up-to-date information on;

+ detailed business rules for every output
performance measure and objective indicator

activities that are specifically included or
excluded in reporting performance results

Agreed Actio Completion Date
Accepted: May 2022
Action 1 (release of 2022-

DELWP will undertake a review of all BP3 25 Stete Budgef)

objective indicators and performance measures to
ensure that complete and up-to-date data
dictionaries are available with information relating
to existing requirements.

Action 2: December 2023
+ the data source and how the actual result is DELWP will ensure alignment to any changes
calculated made in the RMF and make adjustments where
th for validati ingthe qually, PProprete.
b e process for validatng or assunng the quall " .
DELWP will continue to ensure alignment to the
of the raw data and/or the calculated result RMF on an ongoing basis.
+ how each measure's target is set (see Section
4.1).
OFFICIAL 8
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Response provided by the Secretary, DET

Department of
Education and Training

Office of the Secretary 2Treasury Place
East Melbourne Victorio 3002
Telephone: 03 9637 2000
DXZ10083

BRI2175360

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General’s Office
Level 31, 35 Collins Street
MELBOURNE 3000

Dear Mr Greaves
Re proposed report: Measuring and reporting on service delivery

Thank you for your letter of 5 May 2021 and the opportunity to comment on the proposed report for
this audit.

The Department is committed to effectively measuring and reporting against its Budget Paper No. 3
(BP3) targets and to the continuous improvement in delivering education services to Victoria. The audit
will support the Department to improve our measurement and reporting processes for BP3.

Whilst the Department accepts all the recommendations in the report, the attached feedback details
why recommendation three has been only accepted in principle (due to some performance measures
not lending themselves to unit costing). A further item of feedback reaffirms the Department’s position
to categorise enrolments, participation and attendance as outcomes and indicators of engagement;
not simply outputs to other outcomes such as achievement or attainment.

The Department’s action plan that addresses the recommendations is also attached with timelines
reflecting dependencies on the Department of Treasury and Finance.

Should your office wish to discuss the Department’s response, please contact Bella Stagoll, Executive
Director, Integrity, Assurance and Executive Services on (03) 7022 0120 or

Bella.Stagoll@education.vic.gov.au.

Yours sincerely

Jenny Atta

Secretary

19/05 /2021

Your datails will b= deat with in accordance with the Public Recoms Act 1973 and the Prvacy and Dete Prodecban At 2014, Should you have any 'ORIA
cueres or wish 10 gsin access w0 your perzonal imformatian meld by this department please contact our Privacy Officer a1 the above address ?wm Lo
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Response provided by the Secretary, DET—continued

DET action plan: Measuring and reporting on service delivery

# Recommendations for all departments

Review objactives, indicators and output
perfarmance measures using a service logic
approach to clearly distinguish between the
service objectives, inputs, pracesses and outputs,
and use this information to re-validate and, as
neaded, redesign the performance statements.

Response #

Accept

The Department wili:

Review objectives, indicators and output performance measures
using a service logic approach to dearly distinguish between service
objectives, inputs, processes and outputs.

The review of abjective indicators is subject to DTF guidance on the
development of objective indicator baselines {s2e below, the related
response to VAGO recommendation 2).

End date

May 2023 {ahead of the
2(023-24 Budget)

measures that assess quantity, quality,
timeliness and cost

setting output performance measures that
allow for comparison over time and, where
possible, against other departments and
jurisdictions.

time and, where possible, against other departments and
jurisdictions.

1.2 |Use the information derived from the review to revalidate and, as May 2023 {ahead of the
needed, redesign the performance statement, 2023-24 Budget)
2 | Ensure their performance statements comply Accept 2,1 | Devslop baseline data for objective indicators, following DTF May 2023 {ahead of the
with the Resource Monagement Framework {and, guidance an developing baseline data for objective indicators. 2023-24 Budget)
whare possible, its p_;u»dancefmatena{', including: 2.2 |Improve the links between outputs and departmental May 2023 {ahead of the
. de;e'ﬂtp‘“s baseline data for objective objectivesfobjactive indicators. 2023-24 Budget)
indicators
« clearly linking sutputs with departmental 2.3 | During the annual review process, identify outputs that could be May 2023 {ahead of the
objpctives/objective indicators lrnade mallar and Iess‘hetlemgenuus in terms of service delivery, 2023-24 Budget)
o redefining outputs that are too large or including through facilitative changes to the Chart of Accounts.
herer?genous in terms of service delivery 24 |Improve the mix of output performance measures that assess May 2023 {ahead of the
e ensuring outputs have a balanced and quantity, quality, timeliness and cost 2023-24 Budget)
meaningful mix of output performance -
25 | Set output performance measures that allow for comparisen over May 2053 {ahead of the

2023-24 Budget)

Page10f2
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Response provided by the Secretary, DET—continued

DET action plan: Measuring and reporting on service delivery

3 | Develop output performance measures that use | Acceptin [3.1 | Identify opportunities to develop and use output costing for DET May 2023 (ahead of the
unit costing to measure service efficiency. principle activities that would support the measurement of service efficiency. [2023-24 Budget)
This will be guided by relevant DTF requirements and implemented
where the nature of the activity lends itself to efficiency
measurements and where data is available to undertake unit
costing.
3.2 | Develop outpus performance measures that use unit costing to May 2024 {ahead of the
measure service efficiency where appropriate. 2024-25 Budget)
This will be guided by relevant DTF requirements and implemented
whare the nature of the activity lends itself to efficiency
measurements and where data is available to undertake unit
costing.
10 | Ensure they provide specific reasons and analysis | Accept 10.1 | Provide specific reasons and analysis for all output performance May 2023 {ahead of the
for all output performance results that vary by results that vary by more or less than 5 per cent. 2023-24 Budget)
more or less than 5 per cent.,
11 [Ensure they have complete data dictionaries that | Accept 11.1 | Develop complete data dictionaries that include up-to-date Dec 2024
include up-to-date information on: information (at an annual peint in time) on:
« detailed business rules for every output = detalled business rules for every output performance measure
performance measure and objective indicator and objactive indicator
® activities that are specifically included or # activities that are specifically included or excluded {including
excluded in reporting performance results through changes in its Chart of Accounts made via the annual
# the data source and how the actual result is review process);
calculated = the data source and how the actual result is calculated
& the process for validation/quality assurance of = tha process for validation/quality assurance of the raw data
the raw data and/or calculated result and/or calculated result
® details of how each measure's target is set » how each measure's target is set.

Page 2 0f2
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Response provided by the Secretary, DFFH

Secretary

Department of Families, Fairness and Housing

Andrew Greaves
Auditor-General

Victorian Auditor-General's Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

Proposed Performance Audit Report: Measuring and reporting on service delivery

Thank you for providing the department with the proposed Measuring and reporting on

service defivery audit report,

50 Lonsdale Street
Melbourne Victoria 3000
Telephone: 1300 475 170
GPQO Box 1774

Melbourne Victoria 3001
www.dffhvic.govau

BAC-CO-14251

The department has reviewed the proposed audit report and notes that there are five
recommendations directed to all departments. Our plan to address these recommendations
is included in the attached table. VWe advise that the department has no further comment in

relation to the audit findings.

I would like to take this oppertunity to thank your staff for their work and the professional

manner in which they have engaged with the department’s staff.

Yours sincerely

Sandy Pitcher
Secretary

17/05/2021
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Response provided by the Secretary, DFFH—continued

DFFH’s Action Table in Response to YVAGO's Proposed Report on the Performance Audit
Measuring and Reporting on Service Delivery

Rec oy DFFH Response : Wl

Ne Recommendation et Action(s) Completion Date
Rewiow therr objacives, Accept in principle Action{s}: October 2022
indicators and outped

The Department of Families, Faimess
ﬁm:’fx&gc’“ and Housing will undertake a
praband ey systematic review of its performance
A statements to ensure alignmant with

distnguish hetween th
1 istinguis! en thair the Resource Management Framework.

senvics objectives, inputs,
pracesses and outputs, and
usa this information 1o re-
walidate and, a= needed, to
redesign thair performance
statements {2 Sections
21, 22and 3.3)

Page10of 3
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Response provided by the Secretary, DFFH—continued

DFFH’s Action Table in Response to VAGO's Proposed Report on the Performance Audit

Measuring and Reporting on Service Delivery

DFFH Response

Action(s)

Completion Date

Ensure their perormance
statements comply with the
Ressurce Management
Framework (and where
possible, &5 guidsnce
fraterial) includng.

= developing baseline data
for objectve indicators
(see Section 2

« clearly linking autputs wih
depantmental
objectivesiobjecive
indicators (see Section
22

2 | redsfining outputs that sra

toa largatheterogencus in
terms of servica delfvery
{see Section 2.1)

» ensuring autputs have a
Bakanced mix of output
porfoimanGs measures
that assees quartity,
gquality, timeliness and cost
(see Section 2.2)

= sefting output performance
measdres that aliow for
comparison ever time and,
where possible, against
other departments and
jurisdictions (see Section
3.3

Accept

Actien{s

The Department of Families, Fairmness
and Hausing will undertake a
systematic review of its performance
statements to ensure alignment with
the Resource Management Framework

October 2022

Develop output performance

measures that use unit

3 costing to measure service
efficiency {see Section 3.2),

Accept

Action{s}:

The Department of Families, Fairness
and Housing will review output
PErformance Measures 1o ensure
servica efficiency can be measlired
appropriately.

December 2024

Fage 20l 3
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Response provided by the Secretary, DFFH—continued

DFFH’s Action Table in Response to YVAGO's Proposed Report on the Performance Audit
Measuring and Reporting on Service Delivery

1

data dctionaries that inchide

upeto-date informaton on:

= detaded business rules for
every autput perfarmance.
measure and cbjgctive
indicator

= aclivilies that are
specifically includad or
exchuded in reparting
performanca results

» the data source and how
the actual result Is
calculated

» the process for validation
or assuring quality of the
raws data andior calculated
resul

= datais of how each
measure's targst is ==t
{see Section 4.1).

Accept in principle

Action{s):

The Department of Families, Fairmess
and Housing will ensure it has complote
and up to date data dictionaries for
performance measures

Rﬁ&u R , ) DERH Response Action(s) Gompletion Date
Enzurs they provida specifc | accept Action{s): June 2022
reasons sfd analysis for all The Departmant of Families, Fairmness

1 0 of thelr output pedormance and Housing will analyse all eutput
Iresu?lt: mEﬁt wary b?mea ar performance results that vary by mare
BES e < WAL CAnt (Sae ar less than 5 per cent,

Section 4.3) 3
Ensure they have complate December 2022

Page 30of 3
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Response provided by the Secretary, DH

Secretary

Department of Health 50 Lonsdale Street
Meibourne Victoria 3000
Telephone: 1300 850 172
GPO Box 4057
Melbourne Victoria 3001
www healthvic govau
DX 210081

DH Ref: BAC-CO-14441
VAGO Ref: 34344 21

Mr. Andrew Greaves
Auditor-General
Victorian Auditor-General's Office

via email: andrew.greaves@audit.vic.gov.au

Dear Andrew
Proposed report — Measuring and Reporting on Service Delivery

Thank you for the opportunity to review and comment on the proposed report on the
performance audit, Measuring and Reporting on Service Defivery.

Congratulations on the report. While challenging, it sets clear directions and
recommendations for my depariment's future approach to measuring and reporting on our
delivery. | am pleased o attach my department’s action table.

Of the recommendations directed to my department, we accept recommendations 2, 3, and
10; and accept in principle recommendations 1 and 11. The conditional nature of my
department's responses to two recommendations reflects for:

« recommendation 1: the dependencies of these recommendations on the
implementation of a number of the other recommendations by the Departments of
Treasury and Finance (DTF) and Premier and Cabinet (DPC), and,

« recommendation 11: due consideration of data govemance and data stewardship.
My understanding is that our teams have worked very collaboratively on this report.

| look forward to strengthening our approach to measuring and reporting on service delivery
as a result of VAGO's audit findings.

Yours sincerely

fo MAH—

Professor Euan M Wallace AM
Secretary

18/05/2021

VORIA
Lo
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Response provided by the Secretary, DH—continued

DH’s Action Table in Response to VAGC's Proposed Report on the Performance Audit
Measuring and Reporting on Service Delivery

Rec - DH Response i Completion
Recommendation ponse Action
No. Acapt o el e e (s) Date
Rew iew their objectives, indicators and output performance Acceptin principle Action(s): October 2022
measures using a service bgic approach o clearly ditinguish
between their senvice objectives, nputs, processes and autputs, I::E:‘Pg:“:“‘;;:mmr& AT
1 and use the infermation to revalidats and. as nesded, o o ’t‘ il
redesign their pedformance statements (see Sectons 21, 2.2 REROTHEE el BN I SRl
and 3.3} allgnment with the Resource
Management Framework.
Ensure their perfomrance statements comply with the Resource | Accept Actian{s}: DQetober 2022
Mariagement Framewark [and where possible, its guidance
material] ncluding: The Department of Health will .
« deveioping baseine data for objective indicator (see Section ::E;m:i::mt";.‘:‘:‘sﬂ';“szkﬂ
22)
+ alignmant with the Resourca
= clearly linking cutputs with departmenta | objectvesiobjective
2 indicators (see Secton 2.2) Managisment Erameniork
» redefining cutputs that are too large/heterogenaus in terms of
sence delvery (see Section31)
 ensuring outputs have 3 balancad mix of output performance
measures that assess quantity, quality, trneliness ard cost
[see Section 3.2)
* setting cutput performance measures that allow for
COMSArSon over tme and, where possitle, against other
departments and jurisdctions {see Section 3.3)
Develop output perlormance measures thatuse unft costing © | accept Action{s): December 2024
3 [HGHER e O o oy, (B See bor 2 The Department of Health will review
cutput performance measures to
ensure sarvice efficiency can be
measured appropriately.
Ensure they piov e spectic rasons and analysis for allof their | aecgnt Action{s): June 2022
oulput perfermance resulls that vary by mose or less than 5 per The Department of Health will
10 cent {see Secton 4.3) analyse all output performance
rosults that vary by more or less
than 5 per cent.

Pagetof2
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Response provided by the Secretary, DH—continued

DH's Action Table in Response to VAGO's Proposed Report on the Performance Audit
Measuring and Reporting on Service Delivery

1

= detailed business rules for svery output parfolmance messure
and objective ndicator

» activities that are spacFrally inchided or excluded in reporting
performance results

» the data source and how the actual resultis caloulated

& the prcess for validation or assuring quality of the raw dat
ancior calulated result

= details of how each measure's target is set (see Section £.1),

ensure (thas com plete and up-to-
date data dictionaries for
performance measures.

Rec ; DH Response 3 Completion
No. Recommendation S i Action(s) Date
Ensure they fave complets data dictionanes that inclide UP19- | cceptin principle Action(s} December 2022
date nformaton on
The Department of Health will

Page 2 of 2
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Response provided by the Secretary, DJCS

Department of Justice and Community Safety

Secretary Leval 28
121 Exhibition Street
Melbourne Victaria 3000
Telephone: (03) 8684 0501
justice vic gov.au
DX: 210077

Mr Andrew Greaves
Victorian Auditor-General
Level 31, 35 Collins Street
MELBOURNE WVIC 3000

Dear Auditor General
Thank you for your letter of 5 May 2021 providing me with the opportunity to respond to the
Victorian Auditor-General’'s Office (VAGO) proposed performance audit report: Measuring

and reporting on service defivery.

The Department of Justice and Community Safety (DJCS) accepts the five recommendations
relevant to the department.

| welcome the opportunity to review and strengthen performance reporting across
government to ensure all departments, including DJCS, are achieving policy goals in a way
that is transparent and accountable.

| have also attached an action plan detailing how DJCS intends to implement the
recommendations and the expected timeline,

If your office requires further information, please contact Lynda Rogers, Chief Finance

Yours sincerely

Rebecca Falkingham
Secretary

19/05/2021

ORIA
Elinment
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Response provided by the Secretary, DJCS—continued

DJCS Response and Action Plan

VAGO Audit — Measuring and reporting on service delivery

Ref VAGO Recommendation Proposed action

1 All departments review their objectives, DJCS accepts this Preliminary review
indicators and output performance measures recommendation complete by May 2022
using a service logic approach to clearly DJCS will review its for potential inclusion of
distinguish between their service objectives, performance statement in 2021 | changes in the 2022-23
inputs. processes and outputs, and use this including its objectives, Budget.
information to re-validate and, as needed, indicators, and output Further changes to be
redesign their performance statements (see performance measures in the completed ahead of
sections 2.1, 2.2 and 3.3) context of issues outlined by future budgets as

VAGO. Any changes resulting updated guidance is
fram this review and approved issued.

by Ministers will be published in

the 2022-23 Budget.

Further reviews will be

completed upon receipt of

updated guidance issued by

central agencies with additional

changes to be published in

subsequent Budgets.

2 All departments ensure their performance DJCS accepts this Preliminary review
statements comply with the Resource recommendation complete by May 2022
Management Framework (and where possible, | DJGS will review its for potential inclusion of
its guidance material) including: performance statement in 2021 changes in the 2022-23
+ developing baseline data for objective to ensure compliance with DTF's Budget.

indicators (see Section 2.2) Resource Management Further changes to be
— . Framework. DJCS is willing to completed ahead of
« clearly linking outputs with departmental develop baseline data for future budgets as
gszectwesmnjemwe indicators (see Section | o0 ing ‘aqainst objective updated guidance is
2) indicators, subject to clarification | issued.
« redefining outputs that are too large and/or | from central agencies on how
heterogenous in terms of service delivery this should be presented in the
(see Section 3.1) gudgel Paper and the Annual
+ ensuring outputs have a balanced and oROR:
meaningful mix of output performance
measures that assess quantity, quality,
timeliness and cost (see Section 3.2)
+ setting output performance measures that
allow for comparison over time and, where
possible, against other departments and
jurisdictions (see Section 3.3)

3 All departments develop output performance DJCS accepts this Prefiminary review
measures that use unit costing to measure recommendation complete by May 2022,
service efficiency (see Section 3.2) DJCS will seek to develop Develepment of new

output performance measures performance measures

that use unit costing to measure | {0 Pe included in 2023-

service efficiency where 24 Budget subject to

possible and practical. appropriate guidance
being release by central
agencies and data
availability.

Page 1 0f 2 E ;.: ORIA éﬁgwmuw
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Response provided by the Secretary, DJCS—continued

L\ Y

Ref VAGO Recommendation Proposed action Proposed completion
date
10 | All departments ensure they provide specific DJCS accepts this Complete by October
reasons and analysis for all of their output recommendation 2021 following
performance results that vary by more or less DJCS will ensure appropriate publication of the
than 5 per cent (see Section 4.3) variance commentary is department’s 2020-21

provided in the Budget Paper Annual Report.
and the Annual Report for output
performance results that vary
from the target by more than 5

per cent.
11 | All departments ensure they have complete data | pJCs accepts this Complete by January
dictionaries that include up-to-date information recommendation 2022,
ok DJCS will review ils existing
+ detailed business rules for every output data dictionary following the
performance measure and objective publication of the 2021-22

indicator Budget to ensure information is

+ activities that are specifically included or YR Yo-dato:and. acourdte:

excluded in reporting performance results

= the data source and how the actual result is
calculated the process for validating or
assuring the quality of the raw data and/or
the calculated result

« how each measure's target is set (see
Section 4.1)

Page 2 of 2 E m:ﬂ RIA | ety
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Response provided by the Associate Secretary, DJPR

»g Department of Jobs, Precincts and Regions
i GPO Box 4509

Melbourne,

Victoria 3001 Australia
Telephone: +61 3 9651 9999
DX 210074

Ref: BSEC-2-21-12489

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General’s Office
Level 31

35 Collins Street

MELBOURNE VIC 3000

Dear Mr Greaves

RESPONSE TO PROPOSED PERFORMANCE AUDIT REPORT - MEASURING AND
REPORTING ON SERVICE DELIVERY

Thank you for your letter dated 5§ May 2021 inviting departmental feedback on the
Victorian Auditor-Generals Office (VAGO) proposed report — Measuring and reporting on
service delivery.

The Department of Jobs Precincts and Regions (DJPR) has accepted all of VAGO's
recommendations and will address these recommendations following its final published
report.

If you require further information, please contact Kim McGinnes, Executive Director
Corporate Strategy, Corporate Services, DJPR on telephone (03) 8392 7043,

Yours sincerely

o A
= R

Penelope McKay
Associate Secretary

Date: 19/05/2021

vORIA
Berireane

87 | Measuring and Reporting on Service Delivery | Victorian Auditor-General's Report



Response provided by the Associate Secretary, DJPR—continued
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Response provided by the Associate Secretary, DJPR—continued
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Response provided by the Secretary, DoT

Department of Transport

GPQ Box 2392

Melbourne, VIC 3001 Australia
Telephone: +61 3 9651 9999
www.transportvic gov.au

DX 210074

Ref: BSEC-1-21-7210R

Mr Andrew Greaves
Auditor-General of Victoria
Victorian Auditor-General’s Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

Victorian Auditor-General's Office — Proposed Report — Measuring and Reporting on
Service Delivery

Thank you for your letter of 5 May 2021 relating to the ‘Measuring and Reporting on Service
Delivery’ performance audit and for the opportunity to provide comments on the proposed
report.

The Department appreciates the opportunity to participate in this audit and acknowledges the 11
recommendations outlined in the report of which, five are directed at all Departments.

The Department accepts four of the five relevant recommendations outlined in the proposed
draft report, noting that we will await updated Resource Management Framework guidance from
the Department of Treasury and Finance (DTF) to support implementation of a service |logic
approach to defining objectives, outputs and performance measures and development of baseline
data for objective indicators.

The Department accepts-in-principle recommendation 3 (to develop output performance
measures that use unit costing to measure service efficiency), noting that there are some
complexities to work through in terms of implementing efficiency measures. We will be guided by
DTF Resource Management Framework requirements, and will implement service efficiency
measures to complement quantity, quality, timeliness and output cost measures where the
nature of the activity lends itself to efficiency measures and where data is available,

The Department’s action plan on the proposed report is attached for your consideration.

Yours sincerely

Paul Ygupis

Secretary

Department of Transport
20/5/2021

ORIA
e —
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Response provided by the Secretary, DoT—continued
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Response provided by the Secretary, DoT—continued
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Response provided by the Secretary, DPC

Department of
Premier and Cabinet

| Treasury Ploce

e, Victoria 3002 Australia
hone: 03 8651 5111
dpcvicgovau

D21/59179

Mr Andrew Greaves
Auditor-General

Victorian Auditor-General’s Office
Level 31, 35 Collins Street
MELBOURNE VIC 3000

Dear Mr Greaves

| am writing in response to your letter dated 5 May 2021 enclosing the proposed report on
Measuring and reporting on service delivery (BFP3) performance audit. Thank you for the
invitation to provide a submission and comments in relation to the recommendations as they
apply to the Department of Premier and Cabinet (DPC).

My department shares your focus in ensuring reporting from departments on their
performance supports accountability and good decision-making by government. The findings
present a valuable opportunity for DPC to improve our public accountability through
strengthened reporting processes.

DPC notes the proposed report and agrees or agrees in part with its recommendations as
they apply to DPC. Enclosed with this letter is DPC's response to each of the
recommendations directed to my department, outlining the actions DPC will take and
expected implementation completion dates. DPC will work with your staff to provide periodic
updates as requested.

Thank you again for the opportunity to consider the proposed report and provide our
response. Should your staff have any questions, please contact Evelyn Loh, Director,
Corporate Governance on 0403 065 963.

Yours sincerely

5

Jeremi Moule

Secretary

19105 /2021

Your detalls will ba dealt with In accordanca with the At 1973 and tha ' Oata Pratection Act 2014 Should you have any RIA
gueries or wish b0 your L fion held by this Flease contact our Privacy Officer at the above addres, Bt
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Response provided by the Secretary, DPC—continued

Department of Premier and Cabinet action plan to address recommendations from
VAGQ’s Measuring and reporting on service delivery performance audit

VAGO recomim
Daepartments review their
abjectives, indicators and
output performance measures
using a service logic approach
to clearly distinguish between
their service objectives, inputs,
processes and outputs, and use
this information to re-validate
and, as needed, redesign their
parformance statements [see
sections 2,1, 2.2 and 3.3}

DPC will review its objectives,
abjective indicators, outputs and
output perfarmance measures to
improve performance reparting in
line with the service logic model
developed by OTF. DPC will include
this information in its BP3
Departmental performance
statement.

To be complated by June 2023,

Nete: achievement of this
completion date is dependent on
development of a service logic
maodel and provision of guidance by
DTF, prior to the 2022-23 Budget,

Departments ensure their
performance statements
comply with the Resource
Management Framework |and
where possible, its guidance
material) including:

» developing baseline data for
objective indicatars [see
Saction 2.2)

® clearly linking cutputs with
departmental
objectives/objective indicators
(see Section 2.2)

* redefining autputs that are
too large and/ar heterogenous
in terms of service dellvery (see
Section 3,1)

= ensuring outputs have a
balanced and meaningful mix
of output performance
measures that assess quantity,
quality, timeliness and cost
(see Section 3.2)

= satting output performance
measures that allow for
comparison over time and,
where possible, against other
departments and jurisdictions
(see Section 3.3)

Accept

DPL, with support from DOTF, will
review and update its performance
statements to improve the mix of
output perfarmance measures that
assess guantity, quality, timeliness
and costs,

To be completed by June 2023.

Departments develop output
performance measures that
use unit costing to measure
service efficiency (sae Section

12)

Accept

DPC supports increased use of
efficiency measures, including the
use of unit costs.

DPC will review its output
performance measures and
introduce efficiency measures in
accordance with OTF guldanece ta
improve performance reparting.

To be completed by lune 2024

Nota: achievement of this
completion date is dependent on
development of guidance by OTF.

QFFICIAL: Sensitive
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Response provided by the Secretary, DPC—continued

Timing

complate data dictionaries that
include up-to-date infermation
on:

 detailed business rules for
every autput performance
measure and abjective
indicator

® activities that are specifically
included or excluded in
reporting performance results
¢ the data source and how the
actual result is calculated

» the process for validating or
assuring the guality of the raw
data and/or the calculated
result

* how each measure’s target is
set {see Section 4.1),

rules and data sources for its
performance measures and
abjective indicators, following a
review of its performance
statements in accordance with
Recommendation 1.

13 laint with DTF - Accept in part DPC supports the development of To be completed by June 2023
DPC integrate and harmenise departmental objectives and
the Outcomes Reform in objective indicators to facilitate
Victoria poficy with the consistent reparting against
Resource Monagement outcomes.
Framewaork to ensure
coherence and cohesiveness in DPC will work with DTF to identify
departmental perfarmance the most appropriate option to
reporting, and use the support the development of
approach to performance consistent outcomes measures, and
reporting adopted in New its implications for the current
Zealand as a good practice Qutcomes Framewaork.
reference point (see Section
2.3}
10 | Departments ensure they Accept DPC will continue to provide clear To be completed by October 2021
provide specific reasons and explanations of why variances,
analysis for all of their output between targets and actual resufts | VAGO found that DPC provided
performance results that vary of performance measures, of more | adequate explanatians far
by more or less than 5 per cent or less than 5 per cent have wariances.
(see Section 4.3} accurred.
11 | Departments ensure they have | Accept DPC will document its business To be completed by June 2023

QFFICIAL: Sensitive
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Response provided by the Secretary, DTF

Department of Treasury and Finance

1 Treosury Plac

3002 Australic
IB51 51

D21/96731

Mr Andrew Greaves
Auditor-General

Level

35 Collins St
MELBOURNE VIC 3000

Dear Mr Greaves

PROPOSED REPORT INTO MEASURING AND REPORTING SERVICE DELIVERY

Thank you for the opportunity to respond to your proposed report into this important subject.

| welcome this report which makes an important contribution to strengthening Victoria's
performance management framework.

My response to your recommendations is attached, along with an action plan outlining how
my Department will implement the responses. | accept, in full or in part, all of the
recommendations with the exception of Recommendation 9. In my view, resources would be
better directed to strengthening the current framework, rather than annually auditing
departmental performance statements. | note that you are authorised under Section 10(3) of
the Audit Act 1994 to audit the performance indicators published within the report of
operations of any public body.

Thank you again for this important report. | look forward to implementing the
recommendations over the coming years, | wish to acknowledge the hard work invelved and
the professional manner in which your staff engaged with my Department during all stages
of the audit.

Yours sincerely

IKT /4

David Martine
Secretary

1915 12021
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Response provided by the Secretary, DTF—continued

Department of Treasury and Finance action plan to address recommendations from
Measuring and Reporting Service Delivery

No. VAGO recommendation Action Completion date
1 That all departments Accept June 2023

review their objectives, DTF will develop a service logic model appropriate for

indicators and output use in the Victorian context and include in the Resource

performance measures Management Framework, noting that the service logic

using a service logic approach might not be appropriate for small, low risk

approach to clearly outputs.

distinguish between their Structural improvements to departments’ financial

service objectives, inputs, operations are being implemented from 2021-22, to

processes and outputs, systematically improve expenditure oversight and

and use this information to | perfermance monitering at the program level and DTF

revalidate and as needed will align implementation of this recommendation with

to redesign their that work as much as possible.

performance statements. DTF will apply any applicable changes to its own output

performance statement in line with RMF requirements.

2 That all departments Accept June 2023

ensure their performance
statements comply with
the Framework including:
* developing baseline data
for objective indicators

» clearly linking outputs
with departmental

large/heterogenous in
terms of service delivery
* ensuring outputs have a
balanced mix of output
pe rformance measures
that assess quantity,
quality, timeliness and cost
= setting output
performance measures
that allow for comparison
over time and, where
possible, against other
departments and
jurisdictions.

DTF will review the RMF and consider whether any
guidance material needs to be moved into the
mandatory requirements, noting that mandating output
size is challenging and there may be some outputs that
remain large due to their homogenous nature.

DTF will work with departments to review and improve
their performance statements.

objectives/objective In DTF's view, raw number measures will continue to be
indicators appropriate for a limited number of measures, but

» redefining outputs that agree that a better balance is possible, and that the mix
aretoo of guality, quantity, timeliness and cost measures for

each output should give a balanced and complete
performance picture of what the output is trying to
achieve and how the delivery of the output will be
measured.

DTF will apply any applicable changes to its own output
performance statement in line with RMF requirements.
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Response provided by the Secretary, DTF—continued

integrate and harmonise
the Outcomes framework
with the Resource
Management Framework
to ensure coherence and
cohesiveness in
departmental performance
reporting and use the
approach to performance

DTF agrees that the current departmental objectives
could be more effective in communicating whole of
government priorities to better support joined up
service delivery and better allow Government set and
communicate its priorities to Victorians.

DTF will work with DPC to review how best to achieve
this, including the implications for the Outcomes
framework. DTF will also review the New Zealand

3 That all departments Accept June 2023
develop output DTF supports the intreduction of efficiency measures
performance measures and improving the balance of QQTC measures to
that use unit costing to enhance the ability to assess efficiency. DTF will include
measure service effidency. | advice on unit costings and efficiency measures in the

RMF.

DTF will review and, where applicable, revise its own
output performance statement taking into account the
introduction of the unit costing method used to
improve efficiency.

4 That DTF improve the Accept June 2023
Framework's guidance DTF agrees that improvements can be made to
materials to: objectives, indicators, outputs and output performance
+ show departments how | Measures, and will consider what service logic model is
to align output measures most appropriate in the Victorian context.
and objective indicators to DTF will review the RMF guidance and mandatory
a service logic model requirements in this context, to ensure the need for

. N links between objectives and outputs or programs

* include practical e

examples of how to design femalntn p‘ar‘e', ” .

objective Indicators and DTF will work with departments in relat-non to

Giitput performance performance measures to develop efficiency and

R effectiveness examples for inclusion in the RMF as part

: of the review into performance measures referred toin

effectiveness and -

sHiciency; Recommendation 1.
DTF will apply any applicable changes to its own output
performance statement in line with RMF requirements
and guidance.

5 | That DTF, in its annual Accept in principle June 2023
review of departmental Victoria operates with a devolved accountability model,
performance statements in which compliance with mandatery requirements is
as part of the budget overseen by departmental audit and risk committees,
process, advise the the CFO and Accountable Officer. This recommendation
Assistant Treasurer onthe | potentially undermines this model.
extent to which each However, DTF agrees that overall improvements are
departments' performance | possible to both departmental performance statements
statements comply with all | and to the guidance and mandatory requirements of
mandatory requirements the RMF. DTF will review departmental annual
of the Framewaork. compliance reports against what is included in

departmental performance statements and provide this
analysis back to departments. DTF will use a risk-based
approach to determine how to advise the Assistant
Treasurer.
6 | That DTF and DPC Accept in principle June 2024
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Response provided by the Secretary, DTF—continued

reporting adopted in New
Zealand as a good practice
reference point.

approach and use this as a good practice reference
point.

independent auditing of
departments' performance
statements.

DTF notes that the Auditor-General currently has
ongoing discretionary authority under Section 10(3) of
the Audit Act 1994 to audit the performance indicators
published within the report of operations of any public
body. As DTF works with departments to improve the
overall performance framework and reporting of
performance, we will continue to assess the
appropriateness of the related annual reporting and
audit requirements, and to advise the relevant
Ministers accordingly.

7 That DTF regularly reviews | Accept in principle June 2024
departments’ data DTF accepts the value of good quality documentation
dictionaries to ensure they | such as data dictionaries. DTF will review the RMF
include all required guidance and mandatory requirements to clarify the
information and cover all requirements for documenting methodologies and data
objective indicators and dictionaries in relation to performance measures, but
output performance not for the current departmental objectives at this time,
measures. noting the plan to develop whole of government

objectives referred to in Recommendation 6 above.
However, in DTF’s view the recommendation for DTF to
review these is not consistent with Victoria's devolved
accountability model, in which the compliance and
audit function rests with the departmental audit and
risk committee, CFO and Accountable Officer,
supported by public attestation statements.

DTF will update data dictionaries for its objective
indicators and output performance measures as
required following clarification of requirements in RMF
guidance.

8 That DTF develops a public | Accept in principle June 2022
online dashboard that DTF will work with government on options to better
reports departments' communicate departments’ output performance
output performance measure results and enable comparison over time,
measures results and including consideration of a public online dashboard.
enables comparison over DTF will work with Departments to ensure that any
time. dashboards developed accurately represent

departmental performance. DTF and departments will
establish a clear process for dealing with updates to
actual performance post budget where these are
included in departments’ annual reports.

DTF will engage proactively regarding its own
dashboard data in line with the established process.

g That DTF requires Not accept Ne action
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Response provided by the Secretary, DTF—continued

10 | That all departments
ensure they provide
specific reasons and
analysis for all output
performance results that
vary by more or less than
5 per cent.

Accept

DTF notes that this is a requirement for BP3,
Departmental Annual Reports and internal performance
reporting (bi-annual). DTF works with Departments
during the budget process to progressively improve the
variance commentaries.

Footnoting, especially for the bi-annual revenue
certification process, is a highly iterative process
between DTF and departments, which results in each
instance of significant variance being well-understood.
DTF makes recommendations around disclosures, but it
is ultimately up to the Portfolio Minister to make the
necessary disclosures. DTF notes that the more recent
Report on the 2020-21 Budget Estimates only identified
two measures proposed to be discontinued which PAEC
considered to have insufficient explanation. This would
indicate that DTF's actions in response to the 2019-20
report have been successful.

DTF will continue to monitor its own performance
measures to ensure sufficient reasonings are provided
for variances exceeding the threshold.

June 2022

11 | That all departments
ensure they have complete
data dictionaries that
include up-to-date
information on:

« detailed business rules
for every output
performance measure
and objective indicator

- activities that are

specifically included or

excluded

the data source and how

the actual result is

calculated

the process for

validation/quality

assurance of the raw
data and/or calculated
result details of how
each measure's target is
set.

Accept

DTF accepts the value of good quality documentation
such as data dictionaries. DTF will review current data
dictionaries, including its own, for examples of good
practice and areas for improvement, and provide
clearer guidance on appropriate standards of data
governance, including data dictionaries.

June 2023
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Acronyms and abbreviations

Acronyms

BP3 Budget Paper No. 3: Service Delivery

DELWP Department of Environment, Land, Water and Planning
DET Department of Education and Training

DFFH Department of Families, Fairness and Housing
DH Department of Health

DHHS Department of Health and Human Services
DJCS Department of Justice and Community Safety
DJPR Department of Jobs, Precincts and Regions
DoT Department of Transport

DPC Department of Premier and Cabinet

DTF Department of Treasury and Finance

GBE government business enterprise

FMA Financial Management Act 1994

FTE full-time equivalent

NAPLAN National Assessment Program—Literacy and Numeracy
PAEC Public Accounts and Estimates Committee
RoGS Report on Government Services

TAFE Technical and Further Education

VAGO Victorian Auditor-General's Office

VPS Victorian Public Service

VPSC Victorian Public Sector Commission
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Abbreviations

the Bill

Appropriation Bill

the Framework

Resource Management Framework

the Model Report

Model Report for Victorian Government Departments

the Outcomes policy

Outcomes Reform in Victoria policy

the Standing Directions

Standing Directions 2018 Under the Financial Management Act
1994
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Scope of this audit

Who we audited What we assessed What the audit cost
All eight Victorian We assessed: The cost of this audit,
Government « ifall departments are meeting their responsibilities to measure  including its accompanying

departments and report on their performance using the Framework dashboard, was $1 015 000.

* departments' controls over the accuracy of their performance
information with a particular focus on three selected
departments (DTF, DET and DHHS).

Note: In February 2021, DHHS was separated into two new departments: DH and DFFH. Given the period of focus for this audit, this report refers to DHHS.
Any audit findings in this report that relate to DHHS will apply to the two new departments.

Our methods

Methods for this audit included:

» desktop research identifying better practice in performance measurement and
reporting

+ assessing departments' compliance with legislation and guidance including the
FMA, the Standing Directions, the Framework and the Model Report

+ identifying, collecting and reviewing relevant documents
+ interviewing relevant staff

* examining departments’ performance statements in BP3s and annual reports.

We conducted our audit in accordance with the Audit Act 1994 and ASAE 3500
Performance Engagements. We complied with the independence and other relevant
ethical requirements related to assurance engagements.
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Using RoGS to understand service
performance

As discussed in Section 3.2, most departments' performance statements do not
clearly measure their service efficiency and effectiveness. This makes it difficult for
them to identify opportunities to improve their operations and demonstrate value for
money. We used the Productivity Commission's RoGS to show how departments
could restructure their performance information to better monitor their performance
over time.

RoGS uses a service logic model, which we outline in Section 1.1, to compare the
efficiency, effectiveness and equity of government services across jurisdictions. RoGS
clearly defines the inputs (funding and resources) that departments use to deliver
outputs (services) and achieve an outcome.

Figure D1 shows the RoGS performance reporting framework for mental health
services. It distinguishes outputs from outcomes and defines performance measures
for equity, effectiveness and efficiency.
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FIGURE D1: RoGS performance measurement framework for mental health services
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Source: RoGS, 2020.
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Figure D2 compares this framework to DHHS's BP3 output performance measures for
its mental health output group. It shows that DHHS does not provide all of the
necessary information to assess the equity, effectiveness and efficiency of its services.

FIGURE D2: Comparison of RoGS and DHHS's measures
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community groups

“

No performance measures

Timely access to mental health care

|_

- Emergency patients admitted to mental health bed

within eight hours

Affordability of mental health care

=

No performance measures

Mental health service use estimates

|_

- Clinical inpatient
separations

- Total community
service hours

- New case index

- Registered community
clients

- Occupied residential
bed days

- Occupied sub-acute
bed days

- New climate index

- Bed days

- Client support units

- Total community
service hours

- Pre-admission
community care

- Clients receiving
community mental
health services

Primary mental health care for children and young

H

No performance measures

Consumer and carer involvement in decision-making

H

No performance measures

Services reviewed against National Standards

|_

- Number of designated mental health services achieving
or maintaining accreditation under the National
Standards for Mental Health Services

- Proportion of major agencies accredited

Restrictive practises

|—| - Seclusions per 1 000 occupied beds

I I L 1T

Consumer and carer experience of mental health services H No performance measures

Community follow-up after psychiatric
admission/hospitalisation

4| - Post-discharge community care

Readmisssion to hospital within 28 days of discharge

|—| - Clients readmitted (unplanned) within 28 days

Workforce sustainability

H

No performance measures

_I
_|
Efficiency |—|

Cost of care

H

- Total output cost

Source: VAGO, based on RoGS, 2020 and the 2019-20 BP3.

106 | Measuring and Reporting on Service Delivery | Victorian Auditor-General's Report




The grey boxes in Figure D2 identify the gaps in DHHS's performance statement,
which include:

+ alack of measures to monitor the effectiveness of services for children and young
people and the inclusion of consumers and carers in decision-making

» alack of equity measures to show whether services are accessible for a range of
community groups.

While DHHS does list the total output cost for its mental health services, which was
$1.7 billion in 2019-20, it does not provide unit costing for different types of mental
health services, such as hospital and community-based services. These gaps make it
difficult for the department to show if it is improving mental health services over time
and in comparison, to other jurisdictions.
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Auditor-General's reports
tabled during 2020-21

Report title

Rehabilitating Mines (2020-21: 1) August 2020
Management of the Student Resource Package (2020-21: 2) August 2020
Victoria's Homelessness Response (2020-21: 3) September 2020
Reducing Bushfire Risks (2020-21: 4) October 2020
Follow up of Managing the Level Crossing Removal Project (2020-21: 5) October 2020
Early Years Management in Victorian Sessional Kindergartens October 2020
(2020-21: 6)

Accessibility of Tram Services (2020-21: 7) October 2020
Accessing emergency funding to meet urgent claims (2020-21: 8) November 2020
Auditor-General's Report on the Annual Financial Report of the State of November 2020
Victoria: 2019-20 (2020-21: 9)

Sexual Harassment in Local Government (2020-21: 10) December 2020
Systems and Support for Principal Performance (2020-21: 11) December 2020
Grants to the Migrant Workers Centre (2020-21: 12) February 2021
Results of 2019-20 Audits: State-controlled Entities (2020-21: 13) March 2021
Results of 2019-20 Audits: Local Government (2020-21: 14) March 2021
Maintaining Local Roads (2020-21: 15) March 2021
Service Victoria—Digital Delivery of Government Services (2020-21: 16) March 2021
Reducing the Harm Caused by Gambling (2020-21: 17) March 2021
Implementing a New Infringements Management System (2020-21: 18) May 2021
Measuring and Reporting on Service Delivery (2020-21: 19) May 2021

All reports are available for download in PDF and HTML format on our website

www.audit.vic.gov.au

Victorian Auditor-General's Office
Level 31, 35 Collins Street
Melbourne Vic 3000

AUSTRALIA

Phone  +61 38601 7000
Email enquiries@audit.vic.gov.au
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20210721 Audit and Risk Committee Meeting

8 Internal Audits
Nil

9 Compliance

9.1 Ombudsman Report Financial Hardship
Mr Malcolm Lewis and Ms Julie Baxendale to discuss the investigation into how local councils respond to ratepayers in financial hardship - May 2021.

Outcome

Ms Julie Baxendale presented a summary of the Ombudsman’s investigation including:
e The findings from the Ombudsman’s report into how Council's respond to ratepayers in financial hardship; and
o Northern Grampians approach to working with ratepayers who are experiencing financial hardship.

Resolution:
That the Ombudsman’s report be received and noted.

Moved: Mr Lynn Jensz
Seconded: Cr Kevin Erwin
Carried

Attachments
1. Ombudsman report - Investigation-into-how-local-councils-respond-to-ratepayers [9.1.1 - 182 pages]
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Investigation into how local councils respond to ratepayers
in financial hardship
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Session 2018-21
P.P. No. 225

Accessibility

If you would like to receive this publication in an alternative format, please call 9613 6222, using the National Relay
Service on 133 677 if required, or email vocomms@ombudsman.vic.gov.au.

The Victorian Ombudsman pays respect to First Nations custodians of Country throughout Victoria. This respect
is extended to their Elders past, present and emerging. We acknowledge their sovereignty was never ceded.



Letter to the Legislative Councill
and the Legislative Assembly

To

The Honourable the President of the Legislative Council

and

The Honourable the Speaker of the Legislative Assembly

Pursuant to sections 25 and 25AA of the Ombudsman Act 1973 (Vic), | present to Parliament my
Investigation into how local councils respond to ratepayers in financial hardship.

éo/

Deborah Glass OBE
Ombudsman

17 May 2021

transmittal letter
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Foreword

Teresa found out after separating from her
husband that he had not been paying council
rates for years. She is working two jobs to pay
off the debt, on which the Council charges
interest. She said the debt ‘keeps escalating ...

I will never be able to pay this off’. Before the
pandemic, the Council was charging Teresa
more in interest each year than it was charging
her for rates.

The problem of how people in financial
hardship pay what may be an ever-increasing

rates bill is not new. While not all councils do so,

they have the power to charge penalty interest,
take people to court, or even sell the property
to recover a rates debt. Concerns about heavy-
handed debt collection for unpaid rates have
been around for years, but the likely increase in
financial hardship brought on for many by the
pandemic has thrown it into sharp relief.

13
We would be rightly concerned if our
bank was doing more to meet its social
obligations than our council. yy

| wanted to examine how struggling
homeowners would be treated if they fell into
debt, and whether council practices were

fair and reasonable. | also wanted to identify
the good practice across the sector, that all
councils should aim for.

We found, as is so often in local government,
widely varying practices. Almost all 79 councils
had a hardship policy but not all made them
public; the policies themselves varied widely;
and in some cases, published policies did not
reflect actual practices.

www.ombudsman.vic.gov.au

Some councils offered more generous hardship
relief during the pandemic and are doing more
to engage with ratepayers who fall into debt.
Good practice includes publishing information
in community languages, offering easier ways
to pay rates, and working with local financial
counsellors. We heard some councils were
‘exemplary’ at dealing with ratepayers in
hardship.

But others were described as ‘paternalistic’ and
‘punitive’; ‘too quick to sue’ without adequately
exploring alternatives. We heard concerns from
community advocates that some councils were
judgmental, taking the view that if ratepayers
cannot pay their rates, it must be their fault,
without trying to understand that people in
hardship may have other problems, or how
vulnerability affects people and their behaviour.

We also heard from councils about their
concerns, including that the burden of unpaid
rates falls heavily on other ratepayers. Smaller
rural councils also depend heavily on rates
revenue, which limits their ability to offer relief.

We were not investigating the whole rates
system - which has been subject to a recent
State Government review - but the context

is important. Rates are not set according to
ratepayers’ income or capacity to pay but
largely by the value of the property and the
council’s budget. This can create problems for
particular groups, including pensioners and
farmers. We were told of an elderly widow not
looking after herself properly, as so much of her
pension went on trying to pay her rates.




111

... So instead of recognising that I've got financial hardship now, all they’ve done is just taken that
level of debt and moved it [to] next year ... P'm going to have more problems next year even if | do

While some councils manage these issues very
well - including recognising family violence

as a sign of hardship - we also saw practices
that were simply unfair and wrong, and some
common practices that could not be justified.

Too many people are told their only option

is a payment plan, when the legal framework
includes waivers and deferrals - which some
councils have a blanket policy of refusing.
This is fundamentally inconsistent with

good administrative practice. While councils
should only be expected to waive rates rarely,
discretion, not sledgehammer refusals, should
be the order of the day.

Charging penalty interest to people in
hardship is also wrong - as well as punitive
and counterproductive. How can it possibly be
fair to have your rates deferred for hardship
reasons, only to be forced to accumulate far
greater debt? And while councils are expected
to be model litigants, we saw troubling cases
of litigation against people in crisis including
histories of mental health problems and family
violence. Some councils rely heavily on debt
collectors, an experience that can be stressful
and frightening for anyone, let alone someone
in hardship.

find work ... 5

Statement from ratepayer during investigation

The public sector is expected to act in the
public interest more than the private sector -
but in dealing with hardship, local councils lag
behind utility and other companies, including
banks. We would be rightly concerned if

our bank was doing more to meet its social
obligations than our council.

Nobody wins from heavy-handed approaches,
least of all the public interest. While we often
heard about the need to be fair to other
ratepayers, councils have obligations to their
whole community, not just those who can
afford to pay. Good hardship relief schemes
get the balance right. And driving people in
hardship further into debt or out of their homes
is short-sighted. It creates costs for other parts
of government, costs that are also borne by
taxpayers.

The good practice we have seen, both in councils
and elsewhere, shows it is possible to do it
better. This report includes recommendations to
strengthen laws and standards, and to promote a
consistent approach. | commend it to all councils
to see whether they are ahead or behind and act
accordingly. We may all have been in it together,
but when it comes to hardship, too often we're
on our own.

Deborah Glass
Ombudsman

foreword
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Report summary

Why we investigated

1 In recent years, the Ombudsman has
heard concerns from ratepayers, financial
counsellors and community lawyers about
the way local councils treat people who
cannot afford their council rates. With
the COVID-19 pandemic threatening
to increase financial hardship in the
community, the Ombudsman decided
it was timely to investigate the issue.

The investigation focused on council
hardship relief for homeowners (ratepayers
who cannot pay rates on their primary
residence).

What we found

2. Victoria’s 79 councils all have their own
approaches to ratepayers in financial
hardship. For ratepayers, this can lead to
a ‘postcode lottery’ - different ratepayers
get different help, depending on the
council area they live in.

3. Councils all offered extra relief to
ratepayers during the COVID-19 pandemic.
Some council pandemic schemes have
already ended and others are currently due
to end in 2021.

4. Outside of the pandemic schemes, some
councils manage these issues well. But
there are common problems:

* Public information about councils’
hardship relief can be hard to find. It is
not always clear or up to date.

* Most councils encourage ratepayers in
financial hardship to go on payment
plans, where they pay off rates over
time in instalments. This is a solution
for many people, but not everyone.
The current laws (in the Local
Government Act 1989 (Vic)) also give
councils the power to defer or waive
rates. Some councils do not tell people
about these options. Some refuse to
offer them or limit their availability.
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* Qutside of pandemic schemes, many
councils charge high penalty interest
(currently 10 per cent) on unpaid rates.
The Local Government Act allows this,
but it can add hundreds or thousands
of dollars to debts for ratepayers who
are already struggling.

» Councils can also take ratepayers
to court over unpaid rates and add
the legal costs to the debt. Councils
generally try to contact ratepayers
before taking this step, but they
rely heavily on debt collectors to
communicate with ratepayers. More
discretion is needed where ratepayers
are struggling with other issues, such
as mental illness or the effects of
family violence.

As a whole, council hardship practices
compare poorly with sectors such as
energy and water. Councils have fallen
behind best practice.

What we recommended

6.

In 2020, the State Government committed
to regulation to ensure more consistency
in this area and a ‘collaborative change
management program’.

This investigation looked at how this could
be achieved. It recommended changes
including:

* minimum standards for rates hardship
relief across all councils

» legal requirements for councils to
publish hardship information, so
ratepayers can find out about their
rights and options

* caps on councils’ ability to charge high
penalty interest

* better links between councils and other
sectors, including financial counsellors
and the private sector, to keep councils
up to date with good practice.




The investigation

Why we investigated
8.

This investigation looked at how Victorian
local councils can better respond to
homeowners in financial hardship with
their council rates.

The investigation began in August 2020
at a time of rising anxiety for many about
their finances. In March 2020, the start of

the COVID-19 pandemic saw businesses .

closed, jobs lost and people queuing for
unemployment benefits. In April 2020,
the Victorian Government forecast that
unemployment could rise to 11 per cent
and property prices could fall by up to
nine per cent. At the start of August 2020,
Melbourne went into a stricter lockdown.
Non-essential businesses closed and state
borders shut.

Local councils, like the Commonwealth
and State Governments, were quick to
announce economic support packages

for their communities. Most councils
offered rates relief to local residents and
businesses, often in the form of interest-
free deferrals or instalment plans. Some
offered ratepayers rebates or discounts on
their rates bill.

However, these relief measures had expiry
dates. Some council schemes ended after
a few months. Other council schemes
were due to end later in 2020 or in 2021. It
seemed the pandemic’s economic impact
would last longer, and councils would

be seeing more ratepayers in financial
hardship for some time to come.

Figure 1: People outside Centrelink during COVID-19 lockdowns

Source: ABC News website, 23 March 2020, <www.abc.net.au/news>

the investigation




Victoria’s 79 councils all have their

own systems for hardship relief. The
Ombudsman was aware of concerns about
the way they had dealt with ratepayers

in financial hardship in the past. A 2012
community legal centre report argued they
did not respond to hardship consistently
and were ‘far too quick to sue residents
without adequately exploring alternatives
to litigation'! Since then, the Ombudsman
has received regular complaints from
ratepayers, often after they have been
contacted by council debt collectors or
taken to court.

On 6 August 2020, the Ombudsman
advised the Minister for Local Government
and the mayors and chief executive
officers of all 79 councils that she intended
to conduct an investigation into council
responses to ratepayers in financial
hardship. She said she intended to focus
on help for homeowners struggling with
rates for their primary residence. This
included farmers, whose place of business
is often also their home. She said she
would consider issues including:

« whether information about councils’
financial hardship assistance is easily
accessible for ratepayers

« whether assistance is fair and
reasonable, and whether councils
provide that assistance appropriately

* how council assistance schemes
compare with best practice, including
in the energy and water and
telecommmunications sectors

* what councils can learn fromm COVID-19
relief schemes to improve responses to
financial hardship in future.

The aim of the investigation was to learn
from the lessons of the past, and the
pandemic, to identify good practice for the
future.

Footscray Community Legal Centre and Federation of
Community Legal Centres, Council debt collection: Alternatives
to suing ratepayers in hardship (2012) 1.
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Authority to investigate

15.

16.

The Ombudsman Act 1973 (Vic) gives

the Victorian Ombudsman the power to
investigate ‘administrative actions’ taken
by or in an ‘authority’. The definition of
‘authority’ includes local councils and
members of council staff (see definitions in
section 2 and Schedule 1, item 15).

The Ombudsman conducted this
investigation under section 16 A of the

Act. Section 16A allows the Ombudsman
to conduct an ‘own motion’ investigation
into any administrative action by or in an
authority. The Ombudsman often uses this
power to investigate systemic issues in the
public sector.

How we investigated

17.

The investigation involved the following
steps:

¢ Research into financial hardship in
Victoria

The investigation reviewed research
on the extent of financial hardship
in Victoria and the impact of the
COVID-19 pandemic.

¢ |Information about council policies
and practices

The investigation:

o asked councils for their hardship
policies and other data

o reviewed public material such as
council websites

o obtained data from the Magistrates’
Court about councils’ use of
court action to recover rates
debts

o obtained data from the State’s land
registry, Land Use Victoria, about
use of land sales to recover debts.




¢ Speaking with local government

The investigation met with three peak
council bodies:

o the Municipal Association of
Victoria

o FinPro, the association for council
finance professionals

o the Revenue Management
Association, the association for
council rates officers.

¢ Speaking with community advocates

The investigation met with the
following people to discuss their
experiences with councils:

o Financial Counselling Victoria, the
peak body for financial counsellors
in the State. Financial Counselling
Victoria ran two focus groups with
financial counsellors from around
the State.

o Westjustice, a community legal
centre in Melbourne’s west

o the former head of Westjustice,
who has been active in this area for
many years

o an officer from the Women’s Legal
Service

o Victoria Legal Aid, which also made
a written submission

o Ratepayers Victoria, the peak
body representing ratepayers in
Victoria. Ratepayers Victoria and
the Maribyrnong Residents and
Ratepayers Group also made
written submissions.

¢ Speaking with State Government

The investigation met several times
with the State Government agency
responsible for local government
issues, Local Government Victoria.

¢ Review of selected cases

The investigation reviewed complaints
to the Ombudsman from ratepayers
in financial hardship. We made further
enquiries into some of these cases,

as well as cases raised by community
advocates.

¢ Review of practice in other sectors

The investigation also looked at

how other private and public bodies
respond to people in hardship. This
included energy and water companies,
banks, telecommunications companies,
the Australian Taxation Office and

the State Government’s tax collection
agency, the State Revenue Office.

The investigation met with the State
Revenue Office and the Essential
Services Commission, which regulates
hardship schemes in the energy and
water sectors in Victoria.

Some steps in the investigation were
changed because of the pressures facing
councils in 2020. When the Ombudsman
first wrote to councils about the
investigation, many asked her to defer it.
They noted they were dealing with the
pandemic as well as council elections

and a new Local Government Act. The
Ombudsman decided to go ahead
because of the public interest in the issues.
However, she reduced the information she
was seeking from councils and gave them
longer to respond.

the investigation




Privacy and procedural fairness

19.

20.

21.

This report includes case studies
describing how some councils responded
to ratepayers in financial hardship. The
investigation has changed the names of
the ratepayers and other details to protect
their privacy.

Some of the case studies, and other parts
of this report, contain adverse comments
about some councils. In accordance with
section 25A(2) of the Ombudsman Act,
the investigation provided those councils
with a reasonable opportunity to respond
to the material in the report. This report
fairly sets out the responses that were
received.

In accordance with section 25A(3) of

the Ombudsman Act, any other persons
who are or may be identifiable from

the information in this report are not

the subject of any adverse comment or
opinion. They are named or identified in
the report as the Ombudsman is satisfied
that:

e itis necessary or desirable to do so in
the public interest, and

* identifying those persons will not
cause unreasonable damage to those
persons’ reputation, safety or well-
being.

www.ombudsman.vic.gov.au



Financial hardship in Victoria

Who is affected

22. Before the pandemic, studies suggested 24.

The extent of financial hardship

According to research, some parts of

that around one in 10 Victorians
experienced some form of financial
difficulty.

the community are more vulnerable to
financial problems. Financial difficulty is
more common amongst people who are
unemployed or under-employed (working

23. S’.cu.dles d_efm_e and measure ﬁnanqal but looking for more hours). Research also
@fﬁ;ulty in different ways, so their exact shows higher levels of financial difficulty
findings vary. For example: amongst single parent families, people

« A 2017 report from the National with a disability, Aboriginal and Torres
Centre for Social and Economic Strait Islander people and people in public
Modelling calculated that 13.2 per cent housing or the private rental market.*
of Victorians were living in poverty. 25. However, having a job or owning a home
It defined poverty as having |e§s does not protect people from financial
than $353.45 a week after paying for worries. NATSEM’s 2017 report on poverty
housing. in Victoria reported that nine per cent

* A 2018 Centre for Social Impact report of Victorians who owned their home
said 1.3 per cent of adult Victorians were living in poverty, along with 10 per
were experiencing severe or high cent of Victorians who were paying off a
financial stress. It said 4.2 per cent mortgage.* In 2015, Melbourne Law School’s
of respondents to a national survey Financial Hardship Project (‘Project’)
indicated they had more debts than surveyed 1,100 people who had been unable
they could pay back, while 15.8 per to pay a debt when it fell due. It said a
cent were ‘just managing to keep up’. ‘sizeable minority’ were people who would

« A December 2019 survey by Roy traditionally be cpnsiqlered ‘middle-class’
Morgan and the ANZ Bank classed - people with university qlegrees, people
9.5 per cent of Victorians as who owngd or werg paying off homes, and
‘struggling’. It said most people in people with higher incomes.®
this group described their financial
situation as ‘bad’, reported little or
no savings, and found it a ‘constant
struggle’ to meet bills and credit
payments.?

— - 3 NATSEM and VCOSS, above 2, 11; Centre for Social Impact and

2 Robert Tanton, Dominic Peel and Yogi Vidyattama, NATSEM

and VCOSS, Poverty in Victoria (2018) 8, 10; Centre for Social
Impact and National Australia Bank, Financial resilience in
Australia 2018 (2018) 21, 60; Roy Morgan and ANZ Bank, The
ANZ Roy Morgan Financial Wellbeing Indicator: Quarterly
Update March 2020 (2020) 3, 5

National Australia Bank, above n 2, 17.
NATSEM and VCOSS, above n 2, 1.

5 Evgenia Bourova, lan Ramsay and Paul Ali, ‘The Experience of

Financial Hardship in Australia: Causes, Impacts and Coping
Strategies’ (2019) 42(2) Journal of Consumer Policy 189, 215.

financial hardship in victoria




26. The Project pointed to three economic
changes in recent decades - increased
job insecurity, rising living costs and
rising household debt. According to the
Australian Bureau of Statistics, household
debt grew by 79 per cent between 2003-
04 and 2015-16, largely because of home
mortgages. The Bureau reported that by
2015-16, around one in three households
were ‘over-indebted’.®

27. The Project’s team wrote:

The overall increase in economic
insecurity since the 1980s - together with
increases in housing and utility costs and
rapid growth in household debt - have
created a situation in which financial
hardship can happen to almost anyone.”

Causes and impacts of hardship

28. The Melbourne Law School Project’s
research showed financial hardship can
be triggered by unexpected costs or life
events.

29. When the Project asked people what
caused their debt problems, around
three in 10 named ‘spending too much’.
Smaller numbers mentioned ‘borrowing
too much’ or ‘not knowing how to budget
or manage my money’. However, almost
half said none of these factors contributed
to their problems.

6 Australian Bureau of Statistics, ‘Household debt and over-
indebtedness in Australia’ 6523.0 - Household Income and
Wealth, Australia, 2015-16 (2017).

7 Bourova, Ramsay and Ali, above n 5, 223.
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30.

3.

32.

33.

34.

The Project asked people about their
experiences in the year leading up to
their debt problems. People commonly
mentioned:

* unforeseen expenses, such as car or
medical costs

* relying on Centrelink for income

* unexpectedly high electricity, gas or
water bills

* physical health problems
* mental health problems

* employment problems such as losing
a job, not having enough work or
working variable hours.

Others mentioned taking on caring
responsibilities for children or other
people, divorce or separation, business
failure or addiction.

When the Project asked people about the
impact on their lives, around half said it
became more difficult to pay for basics
like food and utilities. Just over a third
reported mental health problems and just
over a quarter reported physical health
problems. More than a fifth reported
trouble maintaining relationships with their
family or friends.®

Some financial counsellors made similar
observations when they spoke with the
investigation. They said they had clients
who were choosing between paying debts
and buying food.

The Project reported that for some
people, financial hardship was a temporary
setback. For others, it was a long term
problem that lasted for years.?

8 Bourova, Ramsay and Ali, above n 5, 205-10

9 Bourova, Ramsay and Ali, above n 5, 202-3.




Financial hardship around the
State

35.

36.

It will be no surprise to people living in
Victoria that some parts of the State have
higher levels of financial problems than
others.

Figure 2 on page 16, shows council

areas according to their level of socio-
economic disadvantage. It is based on
data from the State Government’s Know
Your Council website, which ranks each
council from 1to 10 (where 1 represents
the most disadvantaged areas and 10
represents the least disadvantaged areas).

The impact of the pandemic

39.

40.

The COVID-19 pandemic raised fears
about growing financial hardship in the
community.

By July 2020, the Commonwealth
Government had processed JobKeeper
wage subsidy applications from almost
267,000 businesses in Victoria. By August
2020, 249,300 Victorians were unemployed
- 61,700 more than at the start of the
pandemic in March. A national survey the
same month found that almost a quarter of
Australians were ‘financially stressed’?

A ) 41, By late 2020 and early 2021, economic
The ranking is based on the Australian forecasts and data were more optimistic.
Bureau of Statistics’ Index of Relative In November 2020, the State Budget
Socio-Economic D|sadvan_tage, which forecast that unemployment would peak
considers factors such as income levels, at 8.25 per cent, down from the 11 per cent
unemployment, education levels, job types forecast in April. Property prices started
and access to a car or the internet. to rise. In February 2021, the Governor of

37. The data shows higher levels of the.Reserve Bank of Au_stralia said _that
disadvantage in regional parts of the State. nationally, ‘the economic recovery is well
This is consistent with other studies of under way and has been stronger than was
financial difficulty. earlier expected".

38. However, some studies stress that hardship 42. However, the Reserve Bank statement
exists in all council areas. NATSEM’s 2017 ﬁOted that glqbally, the path ahead was
report on poverty in Victoria said poverty hkgly to ‘remain bumpy and uneven’. It
rates tend to be highest in the outer said recgvery remained “?'ep?”de”t,o” the
suburbs of Melbourne. But it found poverty health situation and on significant fiscal and
existed even in the wealthiest council monetary support’. When this report was
areas™ finalised, the Commonwealth Government

had revised Australia’s COVID-19 vaccine
schedule and the program was expected
to take some months. Governments had
started rolling back some of their economic
support, including the Commonwealth’s
JobKeeper program and extra JobSeeker
unemployment payments.

43. These events and the long term impact of

the pandemic are still unfolding.

12 The Treasury, Australian Government, ‘JobKeeper postcode data’,

www.treasury.gov.au/coronavirus/jobkeeper/data (accessed
February 2021); Australian Bureau of Statistics, Labour Force,
Australia (February 2021) Table 5; Melbourne Institute, University
of Melbourne, Taking the Pulse of the Nation: Survey of the Impact
of COVID-19 in Australia, 17-21 August 2020 (August 2020).

10 See, for example, NATSEM and VCOSS, above n 2, 11; Bourova,
Ramsay and Ali, above n 5, 197-199

1 NATSEM and VCOSS, above n 2,13, 44-46.

financial hardship in victoria




Figure 2: Relative socio-economic disadvantage of council areas, score out of 10, 2019-20
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Source: Local Government Victoria, ‘Performance Reporting Framework - Full Data Set’, Know Your Council,
<https:/knowyourcouncilvic.gov.au/publications>
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Victorian council locations on map

Alpine Shire Council

Ararat Rural City Council
Ballarat City Council

Banyule City Council

Bass Coast Shire Council
Baw Baw Shire Council
Bayside City Council

Benalla Rural City Council
Boroondara City Council
Borough of Queenscliffe
Brimbank City Council
Buloke Shire Council
Campaspe Shire Council
Cardinia Shire Council

Casey City Council

Central Goldfields Shire Council
Colac-Otway Shire Council
Corangamite Shire Council
Darebin City Council

East Gippsland Shire Council
Frankston City Council
Gannawarra Shire Council
Glen Eira City Council
Glenelg Shire Council

Golden Plains Shire Council
Greater Bendigo City Council
Greater Dandenong City Council
Greater Geelong City Council
Greater Shepparton City Council
Hepburn Shire Council
Hindmarsh Shire Council
Hobsons Bay City Council
Horsham Rural City Council
Hume City Council

Indigo Shire Council
Kingston City Council

Knox City Council

Latrobe City Council

Loddon Shire Council

Macedon Ranges Shire Council

Manningham City Council
Mansfield Shire Council
Maribyrnong City Council
Maroondah City Council
Melbourne City Council
Melton City Council

Mildura Rural City Council
Mitchell Shire Council

Moira Shire Council

Monash City Council

Moonee Valley City Council
Moorabool Shire Council
Moreland City Council
Mornington Peninsula Shire Council
Mount Alexander Shire Council
Moyne Shire Council
Murrindindi Shire Council
Nillumbik Shire Council
Northern Grampians Shire Council
Port Phillip City Council
Pyrenees Shire Council

South Gippsland Shire Council
Southern Grampians Shire Council
Stonnington City Council
Strathbogie Shire Council

Surf Coast Shire Council

Swan Hill Rural Council
Towong Shire Council
Wangaratta Rural City Council
Warrnambool City Council
Wellington Shire Council

West Wimmera Shire Council
Whitehorse City Council
Whittlesea City Council
Wodonga City Council
Wyndham City Council

Yarra City Council

Yarra Ranges Shire Council

Yarriambiack Shire Council
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Rates and hardship

44, Council rates are a significant household
bill for many homeowners, and Victoria’s
local government laws recognise they
can be a source of financial hardship. This
chapter looks at how the rates system
works, the evidence about the number of
ratepayers struggling to pay their rates,
and councils’ legal options for responding
to the problem.

The rates system

45, Council rates are a type of property tax
charged by councils.

46. Councils rely heavily on revenue from rates
to help fund services such as local roads
and care for the elderly and people with
a disability. They have other sources of
revenue, such as fees, charges, fines and
grants. But much of their income comes
from rates. In 2019-20, councils around the
State relied on rates for between 34 and
79 per cent of their revenue (see Figure 4
on page 20).

47. Councils’ powers to charge and collect
rates were set out in Part 8 of the Loca/
Government Act 1989 (Vic) when this
report was drafted. The State Parliament
had passed a new Local Government Act
2020 (Vic) which operates alongside
the 1989 Act. The new Act set out broad
principles for local government and
important governance matters. The rates
provisions remained in the 1989 Act.

48. The process for deciding each ratepayer’s
bill is complex (see Figure 3). In short, rates
bills are determined by two factors:

* a ‘rate in the dollar’ figure set by the
council when it prepares its yearly
budget

* the value of the ratepayer’s property.
Professional valuers revalue properties
each year.

www.ombudsman.vic.gov.au

49.

50.

51.

52.

53.

Councils can also add other charges under
the Act, such as a specific charge for waste
management services.

Council rates vary across the State, since
each council sets its own budget and
rates. Since 2016, State ‘rate-capping’ laws
have limited councils’ ability to increase
their rates. The laws allow the Minister for
Local Government to set a ‘cap’ on rates
increases each year. According to the State
Government’s Know Your Council website,
in 2019-20, Loddon Shire Council had the
lowest average rates in the State at $1,227.
Average rates at some other councils were
well over $2,000.

There is no reliable data on how many
ratepayers experience financial hardship
regarding their council rates. The Rating
System Review (an independent panel
established by the Minister for Local
Government in 2019 to review the

rating system) noted electricity and gas
companies provide hardship assistance to
5.5 per cent of their customers, while water
companies assist 6 per cent of customers.
It said ‘[s]imilar figures are likely in local
government’.

The investigation heard that the rates
system, as a type of tax system, has
some features that can lead to hardship
problems.

First, rates are not set according to
ratepayers’ income or capacity to pay.
They are determined by the council’s
budget needs for the year, State ‘rate-
capping’ laws and the value of the
ratepayer’s property.




Figure 3: The process for setting council rates
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Source: Local Government Victoria, ‘Calculating Rates’ (16 July 2019) <https:/www.localgovernment.vic.gov.au/council-
innovation-and-performance/council-rates-and-charges/calculating-rates>

54. The Ombudsman sometimes receives

55.

complaints from ‘asset-rich income-poor’
ratepayers who struggle to pay their rates.
One woman said her parents bought

their home in 1970 for $27,000 but the
property’s value had risen and so had the
rates. The daughter said her now-widowed

mother was:
57.
not looking after herself properly because
... from every pension she is putting
aside a massive chunk just to try and
pay the rates, which are $4,000 a year
... I just don't really think it is fair to force
[pensioners] to sell because they can't
afford to pay the rates.

In another case, a farmer said he owed his
council around $300,000 in unpaid rates
after it rezoned his land. The land value
and rates went up, but his income and
capacity to pay did not.

56.

Second, organisations like the Victorian
Farmers Federation have raised concerns
about inequities across the State. Regional
councils sometimes charge higher rates
because they have to fund the same
services as metropolitan councils, but they
have fewer residents to bear the cost.

This sometimes means ratepayers in
disadvantaged areas pay as much or
more as ratepayers in wealthier areas.
Mildura Rural City Council, for example,

is the State’s fifth most disadvantaged
council area. Its average rates in 2019-

20 were $2,092.95. This was higher than
average rates in Bayside ($1,796.28) and
Stonnington ($1,443.55), home to wealthy
suburbs such as Brighton and Toorak.

rates and hardship




Figure 4: Proportion of council revenue from rates, 2019-20

Melbourne metropolitan region
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Source: Local Government Victoria, Know Your Council, <https:/knowyourcouncilvic.gov.au>
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Victorian council locations on map
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Buloke Shire Council
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Casey City Council

Central Goldfields Shire Council
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Corangamite Shire Council
Darebin City Council

East Gippsland Shire Council
Frankston City Council
Gannawarra Shire Council
Glen Eira City Council
Glenelg Shire Council

Golden Plains Shire Council
Greater Bendigo City Council
Greater Dandenong City Council
Greater Geelong City Council
Greater Shepparton City Council
Hepburn Shire Council
Hindmarsh Shire Council
Hobsons Bay City Council
Horsham Rural City Council
Hume City Council

Indigo Shire Council
Kingston City Council

Knox City Council

Latrobe City Council

Loddon Shire Council

Macedon Ranges Shire Council

Manningham City Council
Mansfield Shire Council
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Melton City Council

Mildura Rural City Council
Mitchell Shire Council

Moira Shire Council

Monash City Council

Moonee Valley City Council
Moorabool Shire Council
Moreland City Council
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Mount Alexander Shire Council
Moyne Shire Council
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Nillumbik Shire Council
Northern Grampians Shire Council
Port Phillip City Council
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Stonnington City Council
Strathbogie Shire Council
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Swan Hill Rural Council
Towong Shire Council
Wangaratta Rural City Council
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West Wimmera Shire Council
Whitehorse City Council
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Yarriambiack Shire Council
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Table 1: Average rates in Victoria’s most and least disadvantaged council areas, 2019-20

Most disadvantaged Least disadvantaged

Central Goldfields $1,419.04 Nillumbik $2,381.17
Greater Dandenong $1,838.75 Bayside $1,796.28
Brimbank $1,679.09 Boroondara $2,006.25
Latrobe $1,541.57 Stonnington $1,443.55
Mildura $2,092.95 Surf Coast $2,032.57
Northern Grampians $1,607.79 Queenscliffe $2,100.51
Yarriambiack $1,634.34 Glen Eira $1,403.85
Ararat $2,076.66 Port Phillip $1,754.55
Loddon $1,226.81 Manningham $1,787.81
Hindmarsh $1,508.25 Macedon Ranges $1,843.16

Source: Australian Bureau of Statistics, ‘Local Government Area, Indexes, SEIFA 2016’ data set, 2033.0.55.001 - Census of
Population and Housing: Socio-Economic Indexes for Areas (SEIFA), Australia, 2016 (2016); Local Government Victoria,
Know Your Council, <https:/knowyourcouncil.vic.gov.au>

58. Table 1 above shows average rates 59. The impact of the COVID-19 pandemic
in 2019-20 in Victoria’s 10 most and on rates hardship is still unclear. The
least disadvantaged council areas. The investigation heard that the impact so
difference was sometimes slight. far varies from council to council. Some

councils reported an increased demand
for help. Others said the impact had been
limited, although some were waiting to
see what happened when lump sum rates
payments fell due in February 2021.

www.ombudsman.vic.gov.au




Hardship relief in the Local
Government Act

60. The Local Government Act 1989 recognises

that some ratepayers experience financial
hardship in paying for their rates. The Act
creates two systems for relief:

+ a statewide, State Government-funded
concession scheme

» powers for individual councils to
provide hardship relief.

Statewide concession scheme

ol.

62.

63.

The statewide rates concession scheme
is funded and regulated by the State
Government under the State Concessions
Act 2004 (Vic), and administered by local
councils under the Local Government Act
1989 (section 171).

The scheme gives eligible ratepayers a 50
per cent discount on their rates, subject to
an annual cap. In 2020-21, the cap was set
at $241. A handful of councils top up the
discount at their own expense.

Eligibility for the rates concession is
narrower than for State energy, water and
transport concessions. It is only available to
people who have a Pensioner Concession
Card or a DVA Gold Card, such as people
with an age or a disability support pension.
People who are unemployed and receiving
JobSeeker do not qualify in many cases.

Council hardship powers

64.

65.

66.

The Local Government Act 1989 also gives
councils the power to provide relief to
people in financial hardship in two ways:

¢ Waiver

Councils can waive all or part of a
ratepayer’s rates and interest bill.
Councils can waive rates for a class of
ratepayers (section 171). They can also
waive rates for individual ratepayers
who apply for relief if they are
‘satisfied that the applicant is a person
who is suffering financial hardship if
that person paid the full amount of the
rate or charge for which he or she is
liable’ (section 171A).

¢ Deferral

Councils can also defer a ratepayer’s
rates if they consider ‘an application
by that person shows that the
payment would cause hardship to the
person’ (section 170). In effect, the
deferral extends the date for payment.
The ratepayer does not have to pay
until the council gives them a notice
with a new due date.

Councils decide if and when to offer this
relief. The Act does not define ‘hardship’.
This means councils can set their own rules
about who qualifies.

The powers are also discretionary. The Act
says councils ‘may’ provide this relief to
ratepayers in financial hardship. It does not
say they have to.

rates and hardship




Debt recovery under the Local
Government Act

67. If a ratepayer fails to pay their rates on
time or obtain hardship relief, the Loca/
Government Act 1989 gives councils
powers to collect the unpaid rates debt.
These include:

¢ Penalty interest

Councils can charge penalty interest
on the debt (section 172). The State
Attorney-General sets the penalty
interest rate under the Penalty Interest
Rates Act 1983 (Vic). When this report
was drafted, the rate was 10 per cent.

¢ Rent diversion

If a property is rented, the council can
require the tenant to pay rent to the
council instead of the owner (section
177).

e Court action

Councils can sue ratepayers to recover
the debt (section 180). If ratepayers fail
to comply with court orders, councils
can enforce orders in various ways.
They include seeking a warrant to

seize the ratepayer’s personal property,
seeking an order to require the
ratepayer’s employer to pay their wages
to the council (known as ‘attachment of
earnings’) or bankrupting the ratepayer.

¢ Forced land sale

If rates remain unpaid for more than
three years, councils can sell land or
transfer land to themselves (section 181).

68. Rates are also a first charge’ on land
(section 156). This means that if the
land is sold, the council can collect the
unpaid rates debt from the proceeds of
the sale. If the rates are not paid at this
point, responsibility for the debt (plus any
interest and court-ordered legal costs)
passes to the new owner of the land and
they become liable to pay (section 175).

www.ombudsman.vic.gov.au

Past problems and future
directions

69.

Community lawyers and financial
counsellors have been raising concerns
about the way councils use the Act’s
hardship and debt recovery powers

for many years. At the time this report
was drafted, the State Government had
announced broad plans to reform the area.

The 2012 community legal centre report

70.

71.

In 2012, the Footscray Community Legal
Centre and the Federation of Community
Legal Centres released a 63-page report
criticising councils’ approach to these
issues. It said:

» Councils were not responding to
people in hardship consistently.

* There was ‘significant lack of
transparency’ about their practices.

« Councils were suing residents at
‘alarming and increasing rates’ and
were ‘far too quick to sue’ without
exploring alternatives to litigation.

* Councils were ‘falling far behind best
practice financial hardship regulation,
processes and practices’ in other
sectors.

The report included a nine-page draft
code of practice for councils. It required
councils to have and publish a hardship
policy; negotiate hardship plans that
reflect ratepayers’ capacity to pay; and
make ‘reasonable attempts’ to contact
ratepayers before taking legal action.




The 2013 Municipal Association of Victoria
guidelines

72.

73.

74.

In response, the Municipal Association
of Victoria (‘(MAV’, the peak body for
local councils) published Hardship Policy
Guidelines for councils in 2013.

The objectives of the Guidelines included
helping councils manage financial hardship
‘effectively and consistently’, and ensuring
that debt collection practices were
‘sensitive and responsive’.

The Guidelines were more limited than
the community legal centres’ proposed
code of practice. The Guidelines advised
councils to limit the use of the waiver
and deferral options in the Act. They said
‘Councils will not generally waive rates

or interest’. They said deferral would
‘generally apply to long term cases of
extreme financial hardship, or where
council extends hardship assistance to self-
funded pensioner and retiree rate payers’.

The 2020 Rating System Review report

75.

76.

In 2019, the Minister for Local Government
appointed an independent panel to review
the council rating system in Victoria -

the Rating System Review. The panel
considered the hardship powers in the
Local Government Act 1989. It consulted
widely and reported to the Minister in
2020.

The report described councils’ adoption
of the 2013 MAV Guidelines as ‘voluntary
and variable’. It said there were ongoing
concerns about:

an inconsistent approach to ratepayer
payment difficulty, financial hardship
and complaints when the process for
discounts and rebates is not clear,
transparent or easily accessed and
navigated by vulnerable people who fear
losing their homes.

77.

78.

79.

The report made three high-level
recommendations that the State
Government:

* publish guidelines and a community
communication strategy on deferral
schemes (recommendation 30)

* ensure regulations require that
ratepayers have access to consistent
billing, debt recovery and payment
difficulty assistance and that the
councils’ coercive powers are only
ever used as measures of last resort
(recommendation 31)

» establish a ‘collaborative change
management program’ to support
the implementation of the regulations
(recommendation 32).

The State Government accepted these
recommendations in late 2020. However,
the practical details - what regulations
should say and how change should be
achieved - remained undecided.

This investigation focused on what these
changes could look like from a fairness
perspective.

rates and hardship




Ratepayer experiences

80. The investigation looked at what a
homeowner in financial hardship would be
likely to experience with their council, both
in ordinary times and during the pandemic,
namely:

* how easy it would be to find
information and ask for help

* whether the help offered by their
council would be fair and reasonable

* how a ratepayer could expect to be
treated if they fell into debt

* how problems and disputes would be
resolved.

81. It looked for examples of good practice,
both amongst councils and other private
and public sector organisations.

Finding information

82. Previous reports suggest ratepayers have
trouble finding information about hardship
relief at councils. The 2012 community legal
centre report found some councils did not
have a hardship policy and did not mention
hardship on websites or rates notices. In
2020, the Rating System Review noted
reports of a ‘general lack of awareness’ of
council hardship policies.

83. The new Local Government Act 2020
requires councils to comply with ‘public
transparency principles’ (section 58),
which state:

¢ ‘Council information must be publicly
available’ unless it is confidential or
publication would be contrary to the
public interest.

* ‘Council information must be
understandable and accessible to
members of the municipal community’.

84. The investigation applied these principles
to four sources of information about rates
- council policies, websites, rates notices
and council officers.

www.ombudsman.vic.gov.au

Council policies

85.

86.

87.

88.

89.

The investigation found almost all 79
councils had a hardship policy in 2020.
Only three councils could not provide a
written policy in some form.

Not all councils make their policies public.
When the investigation reviewed council
websites, it found council hardship
policies on 61 out of 79 websites. Two
other councils published their pandemic
assistance policy, but not their usual
hardship policy.

Some policies were clearly labelled
‘Hardship Guidelines’ or ‘Financial Hardship
Policy’ and could be accessed from the
websites’ rates pages. This made them
easy to find. Other councils set out
hardship policy guidelines in their rating
strategy or debt management policy.
Finding these policies took some effort.

The quality of the policies varied. Some
were clear and detailed. Others were
brief. Glen Eira City Council’s hardship
policy guidelines, for example, consisted
of one paragraph in its Payment of Rates
Policy. Some policies were unclear, such
as whether councils continue to charge
penalty interest on unpaid rates when
people are in hardship, or whether farms
are eligible for the hardship relief.

In some cases, policies did not appear to
accurately reflect council practices. There
were a number of occasions where councils
gave information to this investigation that
differed from information in their policies
(or other public information).




Rates notices

90. Council policies are not always the most

ol

92.

user-friendly source of information.

The investigation also looked at other
communication, including the rates bills or
notices that councils send ratepayers.

Councils must include certain information
on rates notices under the Local
Government Act 1989 (section 158(4))
and the Local Government (General)
Regulations 2015 (regulation 10). Hardship
is not on the list.

Nevertheless, most councils put some
information about hardship relief on

their notices. The investigation reviewed
council rates notices since 2018-19. Even
before the pandemic, at least 72 out of

79 councils mentioned hardship on their
notice. Mansfield Shire Council also offered
its ratepayers a free financial counselling
service. Its notices said:

PAYMENT ASSISTANCE

People from all walks of life can find
themselves with money problems. Financial
counsellors are non-judgmental, qualified
professionals who provide information,
support and advocacy to people in financial
difficulty. Mansfield Shire Council offers

this service which is free, independent and
confidential. Appointments required PH:
(03) 5775 8569 or alternatively contact
Money Help on 1800 007 007.

93.

94.

95.

Hardship information was not always easy
to find, however. In 2018-19, 66 councils
put information in fine print on the back of
the notice or in their flyers or brochures.
One council officer explained ‘there’s

only so much you can put on the front

of a rates notice’. But the Rating System
Review report noted ‘[m]Jany ratepayers
stated that they do not read the rear of
their rate notice, and that the information
should be provided in a clearer and more
understandable format’.

Some councils made hardship information
clearer during the pandemic. In 2020-21,

16 councils put hardship information on the
front page of their rates notice. Port Phillip
City Council made its hardship information
more prominent (see Figure 5 on page 28).
It also put information about hardship relief
on the envelopes for rates notices, which
helps reach people who may be stressed
and have stopped opening their bills.

Ratepayers were unlikely to find detailed
information about their options on

their notice, however. The investigation
observed that most councils suggest
ratepayers contact the council for more
information.

ratepayer experiences




How your general rates are calculated

Council rate
income

Com

(two per cent cap)

$131m

ed value
of all rateable
properties

The rate in
the dollar

$0.037282

Figure 5: Examples of two council rates notice back pages, 2020-21
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property
as at 1 January 2020.
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Council websites

96.

97.

98.

99.

The investigation also reviewed council
websites in June and July 2020 to see what
information ratepayers might find there.

Fifty-five of the 79 councils had text

on their websites about hardship relief
(separate from council policies). Another
12 had information about pandemic
assistance schemes, but not their usual
assistance options.

Better examples included Greater Bendigo
City Council. Its rates webpage said the
Council is committed to helping people in
hardship. It had a link to the Council’'s policy
and contact information for local financial
counsellors. Hobsons Bay City Council’s
rates webpage also had information about
assistance options, its assessment process
and an online application form.

Ratepayers Victoria’s submission to the
investigation criticised other council
websites. It said in its experience, ‘most
are not helpful, nor easy to navigate and
understand’. The Rating System Review
report noted ‘Council guidance is largely
limited to advising customers to call
council to discuss their position’.

Council officers

100. The investigation heard anecdotal

101.

102.

accounts of what happens when
ratepayers contact their council.

One small shire council told the
investigation that it talks through the
person’s situation and their options. It said
many people in financial hardship feel their
situation is ‘not bad enough’ to warrant
help:

hardship is a situation best communicated
by a conversation to ensure that the
ratepayer is comfortable and understands
what can be offered, and what
alternatives exist.

However, the Ombudsman sometimes
hears from ratepayers who do not know
they can apply for hardship relief, even
after talking to their council. The case
study on page 30 is one example. Other
ratepayers say councils do not tell people
about the options in the Local Government
Act 1989.

Extracts from complaints and evidence to the investigation

Is this considered OK - to not inform consumers of the full range
of options available to them, instead expecting them to research
and identify this information themselves? ... | only encountered this
information by my own means, very late in proceedings.

o - .

Sl e

M

When | realised the huge disparity between what the Local Government
Act said and what my local council was doing, | was gobsmacked,

absolutely gobsmacked.

ratepayer experiences
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Ratepayers Victoria’s submission said
during the pandemic, it ‘dealt with
record levels of enquiry and requests for
information from ratepayers who have
struggled with their council to get clear

and consistent information when asking for

help’.

Ratepayers Victoria was particularly
concerned that councils were not telling
ratepayers they could apply to have rates
waived under the Local Government Act
1989. (This report discusses councils’
reluctance to offer rates waivers from
paragraph 161.) Ratepayers Victoria said it
ran a social media campaign in April and
May 2020 and received over 700 enquiries
from ratepayers. It said 95 per cent of
ratepayers who had spoken with their
council had not been told about the waiver
option in the Act.

www.ombudsman.vic.gov.au

No information about
hardship relief options

Ana is a pensioner living in a unit in the
Darebin City Council area. She migrated
to Australia and speaks English, but has
difficulty writing in English.

She contacted the Ombudsman after her
yearly rates bill jumped by 40 per cent.
She said she paid the first instalment,
but the next instalment was due and she
could not afford to pay. She said ‘this is
my place. I'm an older person. Where am
| going to go?’

Ana had already called the Council. A
Council officer told her the rates had
gone up because her property had been
revalued and its value had risen. She
said they told her to follow the objection
process set out on the back of her rates
notice. She said they would not help her
fill out the form.

The Ombudsman asked Ana if the
Council told her about its hardship
policy. She said no.

The Ombudsman contacted the Council
and it agreed to help Ana complete

a form so she could object to the
revaluation of her property. It also
agreed to help her apply for hardship
relief.




Other council initiatives

105.

106.

Some councils told the investigation
they also promoted hardship relief in
other ways. This included social media
and local newspapers or radio. Ararat
Rural City Council said it did a letter drop
to householders during the pandemic.
Moonee Valley City Council said it
advertised its COVID support website on
posters at local bus stops.

One council officer told the investigation
there had been ‘very much a big push’ to
tell ratepayers about hardship relief during
the pandemic.

Accessible information

107.

108.

The investigation observed that ratepayers
who struggle to read or write in English
are likely to have particular trouble finding
information.

Census data from 2016 says 28 per cent
of Victorians speak a language other than
English at home. Of Victoria’s 79 councils,
the investigation found 17 mentioned
languages other than English on rates
notices, usually in the form of details for
interpreter services. Twenty-one councils
provided information on websites in
languages other than English. This usually
involved a web function that translated
webpages into other languages.

. Brimbank City Council, in Melbourne’s

western suburbs, is an example of better
practice. It publishes some information
on its financial hardship webpage in five
community languages.

110. People with disabilities that affect their

m.

n2.

communication may also struggle
accessing information. Sixty-three councils
had some accessibility features on their
websites. These included adjustable font
size (which lets people increase the size of
the print on the screen) or ReadSpeaker
(a function that reads aloud text on the
screen). Hume City Council published a
short video explaining its COVID rates
relief.

However, rates notices offered little

help for people with disabilities. The
investigation did not identify any councils
that offered hardship relief information

in Easy English or Easy Read English for
people with cognitive impairments or low
literacy.

Financial counsellors and community
lawyers spoke with the investigation
about clients with intellectual disability
or mental health issues or limited English.
They questioned how well councils
communicated with these homeowners.

ratepayer experiencess




Finding information - how do councils compare?

Energy, urban water and
telecommunications companies

Regulatory codes require these companies
to have a financial hardship policy.”®

They also require the companies to tell
customers about hardship relief:

*« Energy companies have to publish
their policy on their website and
provide ‘clear and unambiguous’
information about their relief options
to customers who contact them.

Urban water companies must include
information on water bills about help
for customers experiencing payment
difficulties.

Telecommunications companies have
to publish their policy on their website
and provide other information to
customers on request.

The companies also have obligations to
customers who speak languages other
than English or have disabilities. Energy
and urban water companies must include
information about interpreter services on
their bills. Urban water companies must
publish their customer charter in languages
other than English. Telecommunications
companies must communicate with
customers ‘in a way that is appropriate to
the customers’ communications needs,
including customers with a disability’.

The Essential Services Commission
recently published a guide for water
companies on customers with cognitive
disabilities.” It recommended options such
as Easy English explainers for bills; making
information available in multiple formats
including short, captioned videos; and
having a dedicated person or team to help
customers with cognitive disabilities.

Government tax agencies

The Australian Taxation Office and the
State Revenue Office both publish detailed
information about hardship relief on their
websites.

The State Revenue Office’s website
explains who is eligible for relief, how to
apply, what information to provide and
how it decides applications. The State
Revenue Office does not include hardship
relief information on its tax assessment
notices but told the investigations it
planned to review those notices in future.

13 Energy Retail Code; Urban Water Business Customer
Service Code; Telecommunications Consumer Protections
Code.

www.ombudsman.vic.gov.au

14 Essential Services Commission and University of Melbourne,
Enhancing Access and Support for Water Customers with
Cognitive Disabilities: A Guide for Water Businesses (2020).




Applying for help
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The Local Government Act 1989 provides
for councils to waive or defer rates on
application (sections 170A and 171A)

The Ombudsman’s experience is that
sometimes ratepayers have good evidence
of financial hardship, but never apply.

Some councils made similar observations.
A rates officer at one council told the
investigation that getting people to apply
can be hard. They said they spoke with
people in hardship and sent out forms

but did not get them back. Northern
Grampians Shire Council also said ‘the
biggest obstacle for our rates officers is to
convince [people] to seek help; it is a real
challenge’.

These observations are consistent with
research in the area. Melbourne Law
School’s Financial Hardship Project found
only a minority of people in financial
hardship actually apply to relief schemes.
The people who took part in its survey
were more likely to deal with their financial
problems by cutting down on food,
recreation, utilities and other essentials.®

The investigation heard different views
about why this might be the case:

* People can be too embarrassed or
frightened to ask for help.

* People might not recognise the extent
of their problems or identify with the
label ‘financial hardship’.

* Some council application processes
are difficult for people in hardship.

118. The investigation looked at current council
application processes, and how some
organisations make it easier to seek help.

Written applications and evidence

119. The Local Government Act 1989 does not
require applications for hardship relief
to be in any particular form. But most
councils ask ratepayers to fill out a form,
either in hard copy or online. Some ask for
supporting documents. This helps councils
work out if the hardship is genuine.

120. However, the investigation heard these
application processes also create barriers
in some cases. Examples were:

¢ People who do not read or write in
English
The case study on page 30 shows the
problems faced by people who need
help with written English.

* Women escaping family violence

An advocate who works in the area
of family violence said women leaving
violent relationships may not know
what their assets and liabilities are
and they need time to work out those
issues.

¢ People who have survived a natural
disaster

Victoria Legal Aid operated a Disaster
Legal Help service following the 2019-
20 bushfires. Its submission said its
lawyers observed that many people
lose key documents in a disaster and
this can delay access to help.

15 Councils have a limited discretion to waive rates or interest
without an application from the ratepayer - see Loca/
Government Act 1989 (Vic) section 171(1)(b).

16 Bourova, Ramsay and Ali, above n 5, 211-2.
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121. Some councils have more flexible
processes. Moonee Valley City Council,
for example, does not require people
receiving the State Government rates
concession to complete a hardship form.
Its policy states it is generally recognised
that hardship has already been established
for this group. Colac Otway Shire Council’s
policy notes some ratepayers may not be
able to provide information and gives the
example of records destroyed in a natural
disaster. Other councils, such as Indigo
Shire Council, accept verbal applications
for short-term help.

122. Other councils make it easier to complete
their application forms. Maribyrnong
City Council, for example, publishes its
hardship application form in 14 community
languages. Hobsons Bay City Council
advertises help with filling out its form.

Time limits

123. The investigation noted some councils ask
ratepayers to reapply for hardship relief
every one or two years.

124. This ensures ratepayers only get hardship
relief while they need it. But for ratepayers
in long-term hardship, it can create
uncertainty. Some financial counsellors
guestioned this practice. One noted the
situation of people on age and disability
support pensions is unlikely to change
and said these ratepayers should have
permanent arrangements.

www.ombudsman.vic.gov.au

Financial counselling requirements

125.

126.

127.

128.

The investigation found that almost half
of councils (38 councils or 48 per cent)
require ratepayers to see a financial
counsellor or other service before they
will accept a hardship application, at least
in some circumstances. Some require a
certified assessment from the financial
counsellor.

The investigation heard these requirements,
where they exist, have some benefits:

» Council officers noted that if a
ratepayer is struggling to pay their
rates, they are probably struggling
with other bills as well. A financial
counsellor can help the ratepayer with
their whole situation.

* A financial counsellor adds
independence and privacy to the
process. This can be important in
small communities where ratepayers
might know council officers and feel
uncomfortable revealing financial
details.

* Some councils do not have resources
or expertise to assess applications
themselves.

However, the investigation also heard

the requirement creates problems. Some
ratepayers tell the Ombudsman their
council’'s nominated service was never
available or did not call them back.
Ratepayers can also resent being forced to
attend a service. One told the Ombudsman
'lw]lhat's Council expecting charities to do
this work for them? ... I've provided a huge
amount of information about my hardship
circumstances [to the Council].

In other cases, the addition of an extra
party to the process leads to confusion.
The following case is one example.




Confusion about application leads to debt collector
contacting ratepayer

Rafael came to the Ombudsman in 2019
after a Melton City Council debt collector
started contacting him and his wife.

He said he and his wife were living on one
income while his wife was studying for

a job. They were paying off their rates in
small fortnightly instalments and had been
to a financial counsellor named by the
Council, whom they thought had submitted
a hardship application for them. Rafael
said his wife spoke with the Council after
the debt collector started calling them.
They told her she needed to make another
application.

When the Ombudsman contacted the
Council, it explained it never received the
application from the financial counsellor. It
became concerned that Rafael and his wife
were not paying enough to keep up with
their rates, so it asked its debt collector to
contact them.

The Council said its debt collector spoke
with the couple about seeing a financial
counsellor again. It said the financial
counsellor was waiting for more information
from Rafael and his wife before submitting
an application.

When the Ombudsman gave the Council

a chance to comment on a draft of this
report, it said it had since received the
hardship application. Rafael and his wife are
now paying back their debt in instalments.

The Council said its process of referring
ratepayers to independent financial
counsellors ‘has worked for Council over
many years’. In this case, it said it was
aware of the couple’s proposed hardship
application and tried to contact them at
least four times. It said it had not charged
any collection fees or taken legal action to
recover the amount.

The Council questioned whether the case
should be described as one of confusion
leading to debt collection. It said it engaged
the debt collection agent to contact Rafael
about the hardship application, not to
collect the debt.

It was clear from Rafael’s complaint to the
Ombudsman that this was not clear to him.
He said the Council’s debt collector was
harassing him and his wife and they were
confused about what had happened to his
application.

ratepayer experiences




Language and attitudes

129. The investigation also heard that people’s
willingness to apply for hardship relief can
also depend on councils’ language and
attitudes.

130. The Local Government Act 1989 uses the
term ‘financial hardship’ but one council
officer said in their experience, people do
not respond to that term. The 2013 MAV
Guidelines noted research showing that
terms such as ‘difficulty’ and ‘hardship’
have negative connotations and can scare
some people off. They suggested ‘nuanced
phrasing’ such as ‘are you having trouble
paying this bill?’.

131. Some people who spoke with the
investigation also suggested that councils’
attitudes can be off-putting at times (this
report discusses council attitudes more
from paragraph 289). The investigation
heard some councils ask judgmental
or intrusive questions, such as what
sort of car the ratepayer drives or the
financial situation of other people in their
household. A financial counsellor said one
council argues with financial counsellors
about their assessments for clients, going
through ratepayer budgets line by line and
guestioning why clients need expenses like
Foxtel.

132. Ratepayers Victoria said these sorts of
attitudes deter ratepayers from seeking
help:

if | come to you and say | am in hardship,
I'm humiliated and usually embarrassed to
have to come and ask for help ... To some
degree, | would say some councils [are]
actually ... very polite and lovely, but what
we have heard from the overwhelming
majority of people that have come back
to us is they’re caught in a washing
machine, and they just get banged
around the system until eventually they
give up out of despair and walk away
from trying to get any sort of help.

www.ombudsman.vic.gov.au

Other ways to identify hardship

133.

134.

Community advocates compared the
approach of councils with utility and
other companies. The investigation heard
utility companies have a more proactive
approach to identifying customers in
hardship. They take steps to identify
customers themselves. Government
agencies, however, tend to rely on people
to ask for help.

Colac Otway Shire Council is one council
taking a more innovative approach. It has
an agreement with Colac Area Health

and Barwon Water that allows those
organisations to identify shared clients
who may be experiencing hardship. The
organisations can accept applications and
refer them to the Council. This at least
saves people in hardship from having to
contact multiple bodies to ask for help.




Applying for help - how do councils compare?

Energy, telecommunications
companies and banks

Regulatory codes and guidelines for these
companies encourage early identification
of customers in hardship and early
intervention.

Telecommunications companies can
contact customers about hardship relief if
they believe the customer may be eligible,
without waiting for the customer to seek
help. The Telecommunications Industry
Ombudsman, the Communications Alliance
and Financial Counselling Australia have
issued a guide listing possible signs of
hardship such as regular late payments or
requests for more time to pay.”

Energy companies and banks can also
identify and contact customers in hardship
early.® Energy companies can contact
residential customers with information
about hardship relief within 21 days if the
customer has not paid a bill by its due
date and they owe more than $55. The
Australian Banking Association’s Code

of Practice for banks says ‘If we identify
that you may be experiencing difficulty
paying what you owe under a loan (or are
experiencing financial difficulty), then we
may contact you to discuss your situation
and the options available to help you’.

17 Telecommunications Industry Ombudsman, Communications
Alliance and Financial Counselling Australia, Assisting and
responding to customers in financial hardship (2017). See
also Telecommunications Consumer Protections Code.

18 Energy Retail Code; Australian Banking Association
Banking Code of Practice.

Telecommunications companies also have
rules about what they can ask of customers
who apply for help. They can only request
relevant information that is not ‘unduly
onerous’. They can only request supporting
documents in some cases, for example
where the customer needs long term help,
owes a large amount of money or there is
evidence of fraud. The industry guide for
companies warns them against insisting
customers seek representation from third
parties like financial counsellors.

Government tax agencies

The Australian Taxation Office and State
Revenue Office require taxpayers to apply
for hardship relief and provide evidence to
support their claims.

The Australian Taxation Office outlines its
requirements on its website and in practice
statements.

The State Revenue Office said its officers
may agree to short-term payment plans of
up to six months over the telephone, but
evidence and manager approval is needed
for longer payment plans.

Applications for relief in the form of waivers
or deferrals over $1,000 are considered by a
statutory board, the Land Tax Relief Board.
It requires taxpayers to fill out an application
form and provide evidence including bank
statements and tax returns.
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Getting fair and reasonable help

135. The Local Government Act 1989 confers
a broad discretion on councils to offer
various options to ratepayers who are in
financial hardship.

136. Victoria Legal Aid’s submission said
best practice hardship programs use
options that best suit people’s individual
circumstances. It said flexibility is
‘necessary to accommodate the many
different circumstances that people
experience which can cause hardship
including unemployment or reduced
employment, illness or injury and family
separation’.

137. Previous reports have highlighted the lack
of guidance as to how council discretion
is applied and the lack of consistency
between councils in their decision making.
The 2020 Rating System Review report
noted councils told the review that the
current systems work well and require
few changes, but ratepayers who have
experienced hardship have a very different
view.

138. The following sections look at the help
currently offered by councils and whether
it is fair, reasonable and consistent with the
Local Government Act.

Payment plans

139. Payment plans or arrangements allow
ratepayers to pay rates debts over time in
regular instalments. They are different to
the instalment payment options offered by
councils - those options allow people to
pay their bill in at least four instalments by
set dates (this is discussed in more detail
from paragraph 198). Payment plans help
people who cannot pay by the due dates
and end up with a rates debt.
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140. There is no mention in the Act regarding

141.

142.

143.

144.

145.

the use of payment plans or arrangements
for ratepayers in hardship. Yet all 79
councils offer payment plans.

Some councils list payment plans or
arrangements as an option in their
hardship policy. Other councils offer them,
but specifically state that they do not
consider them to be a form of hardship
relief.

Councils have different rules around how
long they give ratepayers to pay off their
rates debt, and what they expect in regular
instalments.

Most councils are flexible and open to
payment arrangements that suit the
ratepayer’s financial circumstances.
Pyrenees Shire Council, for example, said it
agrees to whatever payment arrangement
works for the person and this can be
weekly, fortnightly or monthly payments.
They prefer people to pay off their rates
by 31 May, but said the plan needs to be
achievable and some have lasted 10 years.
Other councils said they prefer ratepayers
to repay their debt in 12 or 24 months,

but they are open to extending that time
period if needed.

This is consistent with the 2012 community
legal centre’s draft code of practice, which
emphasised that councils should negotiate
plans that reflect a ratepayer’s ‘actual
capacity to pay’.

Other councils ask ratepayers to repay

the debt within a particular time period or
reqguire a minimum repayment amount. The
Ombudsman sometimes hears complaints
from ratepayers who say they cannot
afford these repayments.




Extracts from complaints

| was advised the council would not accept anything less than $500
per fortnight and [they] threatened they would sell my house if |
didn’t pay.

| understand it needs to be paid, that’s not my dispute ... now they’re
wanting $535 a fortnight. | only get $300 a fortnight.

We are so far behind on everything and have everyone on payment
plans just trying to keep on top of it all. | asked to be able to pay it
off and they want $200 per week. | just can’t afford it at this time ...
| am only asking for a little leeway from now till mid-October when
| will be more able to service the debt. | am not asking to have it
wiped | am just asking for a few weeks grace to get [my] finances
under control.
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146. Some councils said their rules are meant to

stop debts growing over time. Frankston
City Council, told the investigation:

In all cases, as rates is an ongoing annual
commitment, then at a minimum the
ratepayer is encouraged to make a
payment equal in amount to the annual
rates. Any less then Council is simply
assisting or being complacent in allowing
the ratepayer to fall further into debt.

147. The Ombudsman has also observed from
complaints that councils are less flexible
if the ratepayer has a history of breaking
payment plans. The following case studies
show the different approaches taken by
two councils.

Payment plan takes almost a third of woman’s income

Rachel lives in a house in the Greater
Shepparton City Council area. Her financial
counsellor contacted the Ombudsman on
her behalf in 2019.

The complaint said that for around 10
years, Rachel’s ex-partner subjected her
and her family to extreme family violence
(this report describes Rachel’s history in
more detail from page 75).

After Rachel ended the relationship in
2009, she had ongoing financial and other
problems. This included a rates debt with
the Council.

The Council was aware of Rachel’s history
by at least 2010. Its records show it agreed
to multiple payment plans under which she
could pay as little as $30 a fortnight, but
she did not keep up her payments.

Rachel says she still experiences trauma
and cannot remember what happened with
the Council until 2017.

In 2017, she entered into a new payment
plan with the Council that required her to
pay $500 a fortnight towards the debt.
Rachel said her fortnightly income at the
time was just $1,600.
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Rachel and the Council provided different
accounts of how this came about.

Rachel says she asked the Council if she
could pay $200 a fortnight and it told

her it would not accept less than $500 a
fortnight. The Council said its records show
Rachel offered $150-$200 a fortnight and
this was ‘unacceptable’ because she ‘would
still be faced with an outstanding debt at
the end of the arrangement, which only
compounds the problem’. It said Rachel
put forward the offer of $500 a fortnight
and it suggested she make an appointment
with her accountant or a financial
counsellor.

Rachel said she made payments for

12 months but then fell behind with other
bills and had problems with working
after her car broke down. She said her
fortnightly income fell to $1,100 and she
asked the Council again to reduce the
payments to $200 a fortnight, but it
refused. The Council says it has no record
of this request.

Rachel’s bank eventually intervened and
paid her remaining debt to the Council,
which meant she could stay in her home.




Flexibility leads to
good result

Isla and her family live on a small farm in
the Baw Baw Shire Council area. She said
they began having financial problems in
2017 and fell behind with their rates. She
had left paid work to have children. Her
husband was on short term contracts
and was sometimes out of work.

Isla said by 2019 things were 'looking
dire'. She contacted the Council and it
asked her to pay a minimum of $150 a
fortnight. She said she could not afford
that much and asked if she could pay
$100 a fortnight until May 2020. She
said she was securing ongoing work and
hoped to be in a better financial position
at that point.

Isla told the Ombudsman the Council
refused to negotiate. In response to

a draft of this report, the Council said

it offered payment plans on many
occasions, but they were never followed
and it sent the file to its debt collector.

After getting a letter from a Council debt
collector, Isla contacted the Ombudsman.

The Council told the Ombudsman it had
no record of a hardship application from
the family and it had agreed to payment
plans in the past but they had not been
followed. It agreed to accept $100 a
fortnight until May 2020 but said the
payments would need to increase from
that point. It agreed to send a hardship
application form for Isla to fill out.

The Ombudsman spoke with Isla in late
2020 to see what had happened. She
said they only had $50 left to pay and
expected to be up to date with her rates
by Christmas.

Deferrals

148. The Local Government Act 1989 also gives

149.

councils the power to defer a person’s
rates ‘if it considers that an application by
that person shows that the payment would
cause hardship to the person’ (section
170). Councils can defer the whole or part
of the rates and impose conditions.

In effect, this extends the time the
ratepayer has to pay their rates. The debt
is not payable until the council sends a
notice requiring payment. The Act states
that the council may send a notice if ‘it
considers that the person's circumstances
have so changed that the payment would
no longer cause hardship to the person’
(section 170(3)(a)).

Availability of deferrals

150.

151.

While the Act gives councils a broad
discretion to offer deferrals, the 2013 MAV
Guidelines call for limits. They say this
option ‘would generally apply to long term
cases of extreme financial hardship, or
where council extends hardship assistance
to self-funded pensioner and retiree rate
payers’. They suggested councils consider
factors such as whether the ratepayer was
a pensioner with a low income.

The investigation found that, during the
pandemic, councils were more generous
with deferrals. Fifty-six councils offered
deferrals as part of their pandemic
assistance, usually with few restrictions.

ratepayer experiences




152. Outside of pandemic schemes, however,
some councils restrict the availability of
this option. Most councils (75 councils or
95 per cent) offer deferral in some form.
But at least 26 of those councils limit the
circumstances in which they will agree to
a deferral. The limits vary from council to
council. For example:

« Port Phillip City Council allows age
pensioners and seniors card holders to
defer their rates indefinitely, but other
ratepayers can only defer their rates
until 30 June of the rating year.

* Banyule City Council says it will only
agree to deferrals in long term cases of
extreme hardship.

* Moreland City Council caps the
amount it will defer at 50 per cent of
the property’s value.

153. Four councils do not (or do not clearly)
offer deferral at all, despite the Act listing it
as an option.

Views about deferrals

154. The investigation heard different views
about when deferrals are a fair and
reasonable option for ratepayers in
hardship.

155. Community advocates said deferrals are
most often used for ‘asset-rich income-
poor’ age pensioners who are struggling to
pay vearly rates bills. The rates accrue as
a charge against the property. This means
the homeowner can stay in their home,
and the council recovers the rates when
the property is sold or passed on.
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157.

The Ombudsman sometimes hears
complaints involving elderly ratepayers
who are distressed at the idea of debts
accruing against their homes. Ratepayers
Victoria told the investigation:

It could be a couple that’s had that a
home for 40-50 years, one has passed
on and left one pensioner in the home
who'’s on an aged pension on very limited
income, isn’t well off, just happens to own
the home from 30 years ago.

All of a sudden ... according to the way
council deals with them, they are a
nuisance, they can’t afford their rates
and they are now a hardship problem
that council will not and has no social
obligation to address but they created it.
The system created it and trapped them
there.

For younger ratepayers, the investigation
heard long term deferrals are less helpful.
Unless their circumstances change in the
future, a deferral simply pushes the debt
into the future with the likelihood that this
would also cause the debt to increase. The
investigation heard from one ratepayer
who was offered a deferral by his council:

I've been unemployed for about 14
months now ... | am roughly $400 behind
every month without even taking into
account food costs, electricity, utilities,
whatever insurance | might be paying.

They just hand balled me over to a
deferral. So instead of recognising that
I've got financial hardship now, all they’'ve
done is just taken that level of debt and
moved it [to] next year ... 'm going to
have more problems next year even if | do
find work.




158. The 2020 Rating System Review said

councils report that ratepayers rarely seek
deferrals. Ratepayers raised concerns that:

» councils can seek high interest on
deferred rates (this is discussed in
more detail from paragraph 178)

» councils can require payment at any
time, which creates ‘uncertainty in
times of hardship’

+ they do not want to erode their equity
in their homes.

159. The report noted deferrals may be an

appropriate way to support asset-rich,
income-poor ratepayers. It recommended
the State Government publish guidelines
and a public communication strategy to
promote deferrals to address capacity to
pay issues.

160. Some community advocates argued

that councils should also offer short

term deferrals more often. They gave

the example of a relationship breakdown
where the couple plans to sell their
property and just needs some time to
finalise the settlement and sale. The
investigation understands some councils
sometimes offer short term deferrals (see,
for example, the case study at page 76),
but not all councils.

Rates waivers

el

The Local Government Act 1989 also
gives ratepayers the right to apply for a
waiver of the whole or part of their rates
or charges (section 171A). The Act says
the council may grant an application if it
is ‘satisfied that the applicant is a person
who is suffering financial hardship if that
person paid the full amount of the rate or
charge for which he or she is liable’.

162.

The Act also gives councils the power to
waive rates and charges for groups of
people (section 171). These groups are:

* people eligible for the State
Government rates concession (see
paragraphs 61-63)

* ‘any other class of persons determined
by the Council for the purpose of
waiving rates or charges on the
grounds of financial hardship’.

Availability of rates waivers

163.

164.

The 2013 MAV Guidelines discourage
waivers. They reference the section of the
Local Government Act on waivers but say:

Councils will not generally waive rates or
interest. This is to ensure that financial
hardship assistance proffered to one rate
payer does not have a ‘redistributional’
effect on the rate base.

Local Government Victoria’'s 2014 Revenue
and Rating Strategy Better Practice Guide
for councils provides some support for this
view. It talks about equity in tax systems
and discusses the idea of ‘horizontal
equity’ - the idea that ratepayers in similar
situations should pay similar amounts.

But it also states ‘[e]quity is a subjective
concept that is difficult to define’. The
Guide also mentions other principles which
may be considered including the ‘capacity
to pay principle’ - the fact some ratepayers
have more ability to pay rates than do
others with similarly valued properties.

ratepayer experiences




165. In practice, the investigation found just
under half of councils (38 councils or 48
per cent) do not include waiver of rates
as an option in their standard hardship
policies. Some expressly state they never
waive rates. For example:

« Banyule City Council’s policy states
‘Council will not waive in whole or part
any rate, levy, special rate or special
charge’.

* Glen Eira City Council’s policy states
‘Under no circumstances will the
principal component of a Rates debt
be waived'.

166. Not all councils provide a reason for this
practice, but it appears MAV’s statement
about waivers being unfair because of their
‘redistributional effect’ may be influential.
Fourteen councils refer to this in their
policies. Nillumbik City Council’s policy
states that it is a principle of the Act that
‘[e]very rateable property should meet its
share of rates and charges’ and:

Council will not waive rates, municipal
charges or service charges as the value of
each property provides the owner with a
potential source of funds if liquidated. It

is considered inequitable for the majority
of ratepayers to subsidise the property
assets of hardship applicants. A more
equitable solution for the community is to
defer payment of rates and charges.

167. Of the other councils, 27 councils limit
the circumstances in which a rates waiver
is available. Some say waivers are only
provided in exceptional circumstances.
Others cap the amount of waiver they will
provide. For example:

* Greater Dandenong City Council’s
standard hardship policy says it
will only waive rates in ‘extreme
circumstances’ and it will not
waive more than $500 unless the
Council resolves that exceptional
circumstances warrant an exception.
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169.

* Port Phillip City Council also says
it will only waive rates in ‘extreme
circumstances’ but has a $1,000 cap.

* Melton City Council will only consider
waivers for people eligible for the
State Government rates concession
and caps the waiver at 30 per cent of
the current year’s rates.

At some councils, a council resolution is
required for rates waivers of any size - this
was the case at 14 councils.

During the pandemic, some councils
were more generous with waivers. Some
announced some waivers as part of their
COVID-19 rates packages, although they
sometimes used the term ‘rebate’ or
‘reimbursement’. Some of these councils
were advertising waivers for the first time.
For example:

¢ Southern Grampians Shire Council
offered a reimbursement equivalent to
two per cent of total rates bills for the
2020-21 financial year.

* Golden Plains Shire Council offered
rebates of $500 for people on
Jobseeker and businesses on
JobKeeper and $100 for people with
more than a 30 per cent drop in
income.

* Frankston City Council allowed
residential ratepayers on Jobseeker
to apply for a $200 rate waiver for
their 2020-21 first quarter instalment
payment.




170. The investigation has limited data about

councils’ actual use of rates waivers. It
obtained data from 13 councils for the
years 2018-19 and 2019-20. Nine councils
did not waive rates in those years. The only
councils waiving rates in any substantial
way were:

* Greater Dandenong City Council,
which said it waived rates under its
standard hardship policy 22 times in
2018-19 and 54 times in 2019-20. This
amounted to $8,394 in rates in 2018-19
and $18,807 in 2019-20. The Council
said it also provided rebates to 10,713
eligible pensioners and 373 people
receiving JobSeeker in 2019-20 as part
of its pandemic assistance package, at
a cost of more than $1.1 million.

* Melton City Council, which reported
3,433 waivers totalling $686,000
in 2019-20 as part of its COVID
assistance package.

Views about waivers

171.

172.

When the investigation met with
community advocates, they often
expressed frustration with councils’
reluctance to offer rates waivers. They
noted utility companies and banks are
willing to waive customer debts, but not
councils.

This report has noted that some ratepayers
say their council did not tell them they
could apply under the Act (see paragraphs
102-104). One recounted his experience
trying to apply for a waiver using an
application form developed by Ratepayers
Victoria during the pandemic. He said
when he spoke to one council officer:

she was just basically following a script
... She made comments to me ‘Oh we
haven't given waivers, we don’t give
waivers, we haven’t given a waiver in 30
years'. | feel like it’s like a cultural thing ...
It’s almost like a knee jerk reaction.

173.

174.

175.

176.

177.

When the investigation spoke with local
government bodies, it observed concerns
about the impact of rates waivers on:

» council revenue and ability to provide
services

» the fairness of the rating system, if
other ratepayers have to make up the
shortfall.

One council officer told the investigation:

We still need to deliver the services

and at the end of the day, if we start
waiving rates then another section of our
community then has to pick up that tab.
At the end of the day, we’ve still got a
finite fixed revenue and expenses. So, if
we are writing off rates then that money
has to come from somewhere else and we
have then to make service adjustments to
other services to, in the end, balance that
bottom line.

The Rating System Review report noted
although waivers ‘may be appealing to
address payment difficulties and hardship
issues for individual ratepayers, the
consequent loss of revenue could create
challenges for broader equity’. It noted the
Act gives councils sufficient discretion but
‘there is no guidance to councils about the
process by which eligibility is determined’.

A representative from Ratepayers Victoria
told the investigation that councils’ current
approach to waivers ‘bears no relation to
what’s in the Local Government Act. It falls
a long way short’.

The Ombudsman has raised concerns
with councils in the past about blanket
policies on waivers and whether they are
consistent with the discretion given by the
Local Government Act. The following case
studies show the different responses of
two such councils.

ratepayer experiences




Blanket refusal to consider rates waiver ‘dictated’ by
policy

Nick lives in a unit in the Maroondah
City Council area and contacted the
Ombudsman in late 2020 about a problem
with his rates. He explained that he lost
his savings in 2018 when his business
collapsed. The stress aggravated a pre-
existing medical condition and he found
himself on a disability support pension
struggling to pay his bills. When he
contacted the Ombudsman in 2020, he
said he would not have survived without
help from his mum, siblings and friends.

Nick said he asked the Council to waive his
2019-20 rates, which were just over $1,000.
He told the Council his pension was not
covering his basic expenses and mortgage
and a waiver ‘may help me begin to get
back on my feet’.

The Council refused. In one email, it said
‘to ensure the rate burden is shared equally
amongst all ratepayers, Maroondah City
Council do not waive the rates of any
individual properties, which will ultimately
be at the expense of others’. It offered
Nick a payment plan or said he could defer
his rates with interest. The Ombudsman
was concerned the Council was applying

a rigid policy without considering Nick’s
circumstances. The Council said:

Council is like any other statutory
authority that collects taxes and charges,
it does not waive those charges but more
appropriately works with its ratepayers to
meet their rating obligations in a manner
that is suitable to both the ratepayer and
the Council recognising the individual
circumstances of each of those ratepayers.

... To do otherwise and waive rates for
some means that the other ratepayers

in the community would be expected to
meet the shortfall for those rates, a notion
that cannot be contemplated especially
in a ‘rate capped’ environment that Local
Government finds itself in.
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Council is of the strong opinion that its
conduct with its ratepayers who find
themselves in financial difficulty for
whatever reason is consistent with the
current legislation. It also is of the belief
that it mirrors best practice with other
Local Government authorities and State and
Federal taxing authorities.

The Ombudsman asked the Council

for evidence it had assessed Nick’s
circumstances under the waiver section in
the Local Government Act and determined
whether payment would cause him hardship.
The Council said, ‘fw]e are not trained
counsellors, financial or otherwise, and

are not qualified to be able to determine
whether someone is suffering hardship due
to their financial or medical situation’. It
repeated:

Council has not and will not seek
applications from ratepayers for waiver

of rates under Section 171A of the Local
Government Act 1989. Council’s Rate
Collection and Hardship Policy dictates its
response in relation to ratepayers that find
themselves in difficulty. Therefore, Council
does not need to provide consideration
under [section] 171A.

The Ombudsman gave the Council a
chance to comment on a draft of this case
study. It said it ‘has provided and continues
to provide the ratepayer with the ability

to discharge his rating obligations without
the application of penalty interest’. It also
said it ‘has not dictated a minimum amount
or timeframe as to when the outstanding
rates need to be paid [and] the ratepayer
has the ability to determine when and

how much he can pay.’ It said it was
‘disappointing’ this report did not note it
had reached agreement with ratepayers in
over 1,000 other cases.

The Council did not address the point of
the case study, which is that its blanket
policy that it never waives rates appears to
be inconsistent with the Local Government
Act 1989.




Creation of a more
flexible policy under
the Act

In 2019, a financial counsellor contacted
the Ombudsman about Melbourne City
Council’s approach to rates and financial
hardship. She said she recently helped
two Council ratepayers in hardship

and, while the Council offered them a
payment plan, it did not appear to have
a policy or offer options under the Local
Government Act.

When the Ombudsman made enquiries,
the Council said it did not have an
endorsed policy but had been resolving
matters with payment plans in practice.
It noted the ‘legislative provisions
relating to waivers are onerous and
difficult to enact’.

Ombudsman officers met with the
Council, which was open to developing a
policy.

The Council fast-tracked the process
when the pandemic began and
published its policy in March 2020. It
allows ratepayers to ask for payment
plans, deferrals and interest waivers.
It also allows ratepayers to apply for
a waiver or reduction of rates. It says,
while this is not its preferred option,
it will consider waiving or reducing
rates for homeowners in ‘exceptional
circumstances’ where ‘severe impact’
can be demonstrated.

The Council now has an online
application form which ratepayers can
use to apply for all the hardship relief
options under the Act.

Interest charges

178.

179.

180.

181.

The investigation also heard concerns
about the interest charged by councils
when they offer hardship relief in the form
of payment plans or deferrals.

Councils have a discretion whether to
charge interest. The Act states a council
‘may’ require a person to pay interest

on any rates or charges not paid by the
due date (section 172). It also states that
councils ‘'may’ require payment of interest
on deferred amounts when they give
notice that the amount must be repaid
(section 170(3)(b)).

The Act states that where interest is
charged, it ‘is to be calculated’ at the
penalty interest rate, which is currently
10 per cent (section 172).

The Rating System Review expressed

the view that councils had a discretion
whether to charge the penalty interest
rate or a lower rate. The investigation
understands there are three ways this can
happen under the Act:

* a council ‘may exempt any person
from paying the whole or part of any
interest either generally or specifically’
(section 172(3))

* a council may waive the whole or part
of interest for people eligible for the
State Government rates concession or
‘any other class of persons determined
by the Council for the purpose of
waiving rates or charges on the
grounds of financial hardship’. This
requires a Council resolution
(section 171).

* aratepayer can apply for an interest
waiver under the Act (section 171A).

ratepayer experiences




182. The 2013 MAV Guidelines say councils
should charge interest in the case of both
payment plans and deferrals. They justify
this in relation to deferrals, stating ‘interest
should continue to accrue on the deferred
rates and charges in order to avoid
“redistributional” effect on the rate base’.

183. However, the MAV Guidelines state that
councils should not charge penalty
interest. They explain the importance of an
interest reduction as follows:

Councils recognise that setting a penalty
interest rate which is consistent with

the Penalty Interest Act 1983 could have
a negative effect on the finances of
ratepayers which prolongs their hardship.
As such, where hardship is established,
councils should reduce the penalty
interest rates to the market interest rate
(for example the official 180-day bank
bill rate). This ensures that neither the
council, nor ratepayer suffer unduly from
implementing the rates and charges
deferral.

Council interest charges

184. The investigation found many councils
charge penalty interest on payment plans
and deferrals, despite the MAV Guidelines.

185. In the case of payment plans, the majority
of councils appear to be charging penalty
interest. Council policies on this issue were
sometimes unclear, but the investigation
identified just 10 councils that were willing
to hold interest on payment plans in at
least some circumstances (for example,
for the first 12 months or for so long as
the ratepayer complies with the terms of
the payment plan). Another two councils
said they only charge interest on the
recommendation of a financial counsellor.
Whitehorse City Council was one of the
few councils charging a lower rate of
interest (it charges the penalty interest rate
less five per cent).
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186. In the case of deferrals, again, the majority

187.

188.

of councils appear to be charging penalty
interest. The investigation identified

just four councils that charge no

interest. Another two councils indicated
they charge penalty interest on the
recommendation of a financial counsellor.
The investigation identified just 15 councils
that charge a lower rate of interest, at least
in some cases. Monash City Council, for
example, charges no interest on deferred
amounts for pensioners over age of 65
who have lived in their home for more
than 10 years, and 2.5 per cent for other
ratepayers.

Some of these councils specifically note
the problems created by penalty interest in
their policies. Indigo Shire Council’s policy,
for example, states:

Council recognises that setting a penalty
interest rate which is consistent with

the Penalty Interest Act 1983 could have
a negative effect on the finances of
ratepayers which prolongs their hardship.
As such, where hardship is established,
Council will reduce the penalty interest
rates to Council’s investment rate as
assessed at the beginning of each
financial year.

It is not always clear why other councils
charge penalty interest. Yarriambiack
Shire Council’s policy, for example, says
'A penalty interest is a legitimate amount
owing that council has a right to collect’.
Some councils appear to believe they
cannot charge a lower rate of interest
under the Act. For example, the Borough
of Queenscliffe’s Rating Strategy says
Council cannot apply an alternative
interest rate, although it can exempt a
person from paying the whole or part of
an amount. Banyule City Council’s rating
strategy also states ‘Council cannot apply
an alternative rate'.




189. During the pandemic, many councils have

been more generous with interest charges.
This generally involved councils holding
their interest on unpaid rates or offering
interest-free payment plans and deferrals.

Interest waivers

190. Almost all councils (75 councils or 95 per

191.

192.

cent) clearly offer the option of interest
waivers under the Act.

However, a handful of councils limit

the amount of interest they will waive.
Nillumbik Shire Council, for example, caps
interest waivers at 12 months. Glen Eira
City Council’s policy says it only waives
interest in ‘extreme circumstances’.
Kingston City Council’s policy says it will
only agree to one interest waiver every
five years (although, in response to a draft
of this report, the Council noted it has
made exceptions to this rule in some cases
and has also waived interest as part as its
pandemic relief).

Some councils said they consider reducing
interest on a case by case basis. One
council told the investigation:

We want to try to encourage those

who are genuinely in hardship who are
reaching out and asking for assistance, we
want to help them not make it harder for
them.

The impact on ratepayers

193.

194.

195.

196.

Although councils have options to reduce
and waive interest, the Ombudsman
regularly receives complaints from
ratepayers concerned about their council’s
interest charges.

One council officer told the investigation
that their council only charges interest if
a ratepayer misses an instalment on their
payment plan, and that interest might
only be around $4. They said ratepayers
sometimes object more to the idea of the
interest that the amount itself.

However, the Ombudsman has seen
cases where over time other councils
have charged ratepayers hundreds or
thousands of dollars. In some cases, the
interest charges have built over time and
now make up anywhere from a quarter to
nearly 50 per cent of the ratepayer’s total
debt. The case study on page 51is one
example.

The Rating System Review report set

out some key principles in relation to
hardship, noting ‘[t]he system should assist
ratepayers facing payment difficulty and
avoid causing harm’.

ratepayer experiences




Extracts from complaints

I’'m really struggling with this because the interest is accumulating.
But there’s nothing they tell me they can do about it. It just
continues ... it just keeps escalating and with the interest I'll never be
able to pay this off ... It just keeps going up and up and up and it’s
like, oh my god.

W’

These hefty interests, calculated on a daily basis, ... have made it
impossible for me to bring about a resolution ... [T]he problem is with
all the fees (interests and legal fees) they keep adding on and all the
constant high demands, | can just never catch up, the whole situation
(the total amount owing) is out of control, and it just doesn’t feel like
there is ever an end.

W’

My bank is there to make money and they even considered me and
didn’t charge me interest and gave me hardship and things like that.
I'm trying to pay them off and it’s like a little snowball becoming a big
snowball because they keep on charging interest and everything else
on top of it ... where everybody else I've been able to get on top of
things. It’s like a noose hanging around my neck at the moment.

W‘r

This made it very hard for me to pay it off as the interest fee just kept
adding on[to] the bill ... | went on a payment plan ... and still they are
not even stopping the interest fee ... | am struggling now because | am
not working because of COVID-19.

i . e, Pyl P Frm o

We are struggling to keep on top of everything especially with the
significant increase in price for utilities ... Financially | am unable to pay
the interest owing.
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197. One financial counsellor told the investigation that council interest charges create a ‘poverty
trap’ for people who are already struggling financially. Another said, [t]he debt just keeps on
accumulating and increasing in value. A ratepayer never gets an opportunity to take stock and
catchup oniit’.

penalty interest

‘ Woman on payment plan charged over $25,000 in

Teresa called the Ombudsman in early
2020 about her rates debt with Brimbank
City Council. She told the Ombudsman
that after separating from her husband
some years ago, she found out he had not
been paying their council rates. She said he
cannot work and she is working two jobs
to pay off the debt.

Teresa was upset the Council was charging
interest on the debt. She said the debt
‘keeps escalating ... and | will never be able
to pay this off’.

The Ombudsman advised Teresa to
complain to the Council’s Chief Executive
Officer and call back if she could not
resolve the matter.

The investigation followed up the case
with the Council in 2021 to find out what
happened.

The Council’s records showed Teresa and
her husband started falling behind on their
rates in 2000. It said Teresa entered into a
payment plan in 2010, when the debt was
around $19,500. The Council confirmed it
had been charging interest on the debt. Its
interest charges since 2010 total more than
$25,000. Although Teresa has been making
regular payments for a decade, her debt
including ongoing rates is now $47,000.
Before the pandemic, the Council was
charging Teresa more in interest each year
than it was charging her for rates.

Teresa and the Council gave different
accounts of whether Teresa had ever asked
for help or been offered it by the Council.
Teresa told the Ombudsman she spoke to
a manager at the Council who refused to
waive the interest and suggested she take
money out of her superannuation.

When the investigation spoke with the
Council, it said it had no longer had

the correspondence from the time the
payment plan was created and it had no
record of any contact from Teresa since
2010. The investigation noted Council
records refer to a call in July 2019, but did
not record what was said. The Council
said it would not advise people to take
money out of superannuation and it refers
people to its hardship policy. It said it had
never received a hardship application from
Teresa.

The Council said it would contact Teresa
about its hardship policy and ‘of course
we would consider a waiver of the interest
on the debt’. The Council also said it had
recently updated its policy:

Under our current arrangements, if

a ratepayer enters into a payment
arrangement under financial hardship and
maintains that arrangement then Council
places a hold on the raising of interest.

ratepayer experiences




Other options - extra payment options

198. The investigation heard that in addition to
offering hardship relief, some councils offer
ratepayers extra ways to pay their rates to
help them budget and stay out of debt in
future.

199. The Local Government Act 1989 currently
sets out two options for ratepayers to pay
their rates (section 167):

« in four instalments, on dates
determined by the Minister for Local
Government. Councils must offer this
option under the Act.

¢ inalump sum in February each year.
Councils may offer this option under
the Act, but they do not have to.

200.The investigation found that most councils
(61 councils or 77 per cent) now also offer
ratepayers extra instalment options. Some
let ratepayers pay in nine or 10 monthly
instalments. Others let ratepayers pay in
fortnightly or weekly instalments. Councils
usually require the ratepayer to agree to
direct debit to access these options.

201. A number of councils (32 councils or 41
per cent) also offer Centrepay. Centrepay
allows people on Centrelink benefits to
have their bills paid by Centrelink from
their fortnightly benefits.

202. The Rating System Review said, as a
matter of principle, [t]he system should
make it easy for ratepayers to pay their
rates’. It said most councils support more
payment options, but some said they do
not have the capability to offer direct
debit. The Review said it was concerned
councils were falling behind other
organisations that offer more payment
options.
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Getting help - how do
councils compare?

Energy, water, telecommunications
companies and banks

There are a set of mandatory obligations
regarding energy payment plans
including giving customers minimum
assistance, including the option of
repayment of arrears ‘over not more than
2 years by payments at regular intervals
of up to one month’. Energy retailers must
give customers advice about payment
options that would let them pay over this
period and they have discretion to allow
payments over a longer period.

There are also mandatory obligations
regarding deferral. Retailers must

give customers minimum assistance
including ‘an initial period of at least 6
months’ during which repayment of the
customer’s arrears is put on hold while
they take steps to reduce their energy
costs.

There do not appear to be minimum
requirements regarding waivers, but the
Energy Retail Code says there is nothing
that prevents waiver of fee, charge or
amount of debt.

The energy sector does not charge
penalty interest and the interest rate
for water is capped at 4 per cent, to be
charged only in certain circumstances.

The Urban Water Business Customer
Service Code makes provision for
alternative payment arrangements ‘in
accordance with a customer’s capacity
to pay’, including flexible payment plans,
offering to extend the due date for some
or all of an amount owed and informing
customers of any circumstances in
which the water company will waive

or suspend interest payments on
outstanding amounts.




Water companies will waive any interest
accrued prior to the customer being
identified as in hardship and exempting
the debt from the accrual of interest on
overdue amounts during the customer’s
period of hardship for those on a payment
plan.

The Telecommunications Consumer
Protections Code is more flexible than the
Energy Retail Code and the Urban Water
Business Customer Service Code - suppliers
can choose three options from a list that
includes deferrals, waivers and cancellation
of fees.

The telecommunications best practice
guide Assisting and responding to
customers in financial hardship, sets out
the principle that ensures that the response
to a customer who is experiencing

financial hardship is proportionate, and
commensurate with matters such as the
degree of vulnerability and the customer’s
capacity to meet their financial obligations.
This includes taking steps to ensure
customers are only offered repayment
options and ongoing services that they can
afford.

In the case of banks, consumers can

apply for a change to their credit contract
with their bank on hardship grounds by
extending the period of the contract and
reducing the amount of each payment due;
postponing payments during a specific
period; or both.

Banks will offer interest-only payments for
a period of time; extend the term of the
loan or temporarily postpone payments

if thinks it is possible to restore the
customer’s financial position. Banks have
a discretion to reduce or waive debt if it

is an unsecured personal loan or credit
card debt, on a case by case basis and on
compassionate grounds.

Government tax agencies

The Australian Tax Office operates a
scheme where taxpayers can apply for
‘release’ from tax debts on the grounds of
‘serious hardship’ and can also suspend
debt recovery. It can extend the due date
for payment (deferral) and will consider
payment of debts by instalment over
time (payment plan). However, this is not
offered as a matter of course.

The Australian Taxation Office’s General
Interest Charge (‘GIC’) is currently 7.02 per
cent, payable from the time the tax was due.
Taxpayers can apply for a remission and the
ATO can also initiate a remission itself. There
is a broader discretion to remit the GIC and
it is not payable until after the extended

due date. For payment by instalments, GIC
applies from the original due date but the
taxpayer can seek a remission.

The State Revenue Office has a debt
management team that deals with the
majority of taxpayers who are experiencing
financial hardship with land tax. It can
offer instalment arrangements, usually

up to 12 months, and can offer longer
arrangements on a case by case basis.
Taxpayers can apply to the Land Tax Relief
Board for remission and the Treasurer can
grant ex gratia relief (waiver). The relief
board and the Commissioner can grant
postponements (deferrals).

The State Revenue Office allows up to

26 weeks interest free to pay land tax. If
someone is willing to pay or circumstances
have impacted their ability to pay, then
market interest (currently 1 per cent) is
used, or a significant portion is waived. If
someone is deliberately avoiding paying,
then the premium interest rate of 8 percent
is charged. It can also offer payment
arrangements without interest and has
had a 12-month interest-free arrangement
during the pandemic.
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Facing debt recovery

203. Ratepayers who cannot negotiate suitable
hardship relief with their council, or who
ignore their rates debts, face enforcement
action. Under the Local Government Act
1989, this can include being taken to court
and, if the rates debt remains unpaid for
three years, sale of their land.

204.Government bodies are expected to act
as ‘model litigants’ when taking legal
proceedings. The State Government
has issued model litigant guidelines that
describe what this means in practice. The
guidelines do not expressly apply to local
councils but are followed by some. They
allow agencies to act ‘firmly and properly
to protect their interests’ and to seek to
recover their legal costs. But they also
stress the need to:

« act fairly and consistently in the
handling of legal proceedings

* consider seeking to avoid and limit the
scope of legal proceedings by taking
reasonable steps to resolve disputes
by agreement.

205.0On some occasions, councils have
been criticised for being too zealous
about recovering rates debts. The 2012
community legal centre report said
some councils were ‘far too quick to sue
residents without adequately exploring
alternatives to litigation’. The 2020 Rating
System Review recommended regulation
to make it clear that coercive powers, such
as legal action and debt collection, should
be a ‘last resort’.
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206.0n other occasions, councils have been
criticised for not doing enough to recover
rates debts. In 2019, the Local Government
Inspectorate criticised one council for not
recovering unpaid rates. The Inspectorate
said ‘many instances of failure to pay
rates may be instances of hardship but
council requires a process to manage such
circumstances’”®

207. The investigation looked at what
ratepayers can expect from councils at
present, and what could be improved.

Attempts to contact ratepayers

208. The investigation found that all councils
now attempt to contact ratepayers about
unpaid rates before resorting to legal
action.

209. The process varies from council to council.

Some councils only send a reminder or
overdue notice to the ratepayer. Other
councils go to some effort. Alpine Shire
Council, for example, told the investigation
it starts with a reminder notice and then
asks its debt collector to call the ratepayer.
It then uses an ‘early intervention’ strategy
which involves six attempts to contact the
ratepayer by phone, SMS, email or letter.
If this does not work, the debt collector
follows up with a formal letter, another
phone call or SMS and a final ‘field call’
(an in-person visit).

19 Local Government Inspectorate, Protecting Integrity:
Yarriambiack Shire Council Investigation (2019) 13.




210. Some councils said these processes reduce 21, The Ombudsman tends to hear about the

the need for legal action to recover debts. cases where the process has not worked.
Port Phillip City Council, for example, Ratepayers sometimes report they did not
changed its approach to debt collection in get their council’s letters or emails.

2010 and since then has reportedly seen:

an overall reduction of legal costs on
ratepayers from approximately $300,000
per year to approximately $60,000 per
year and an improved collection rate of
98% plus (before COVID-19).

Many ratepayers are very grateful for
the call. On a number of occasions, the
ratepayer has forgotten to change their
mailing address. Sometimes it's due to
a family crisis for example cancer and
paying a rate bill and/or contacting the
Council is the last thing on their mind.

Extracts from complaints

[T1hey said they send letters but we haven't received any - the

first time they sent it to the Sheriff’s department and this time they
referred it to a law firm ... Don’t they have due diligence to try to call
you or contact you by email before they go screwing with your credit
rating by sending the Sheriff to your door?

W’

I've just received a call this morning from a debt collector that
they’ve put it in the hands of. I've received no letters from the
council, no calls, no emails, nothing. I'm just dumbfounded.

P R Ry e e

| have had (at many times) little or no correspondence from [the
Council] at all, I haven’t even received all my rates notices.

ratepayer experiences




212. In some cases, the problem is a practical
one - the council does not have the
right address for the ratepayer. Pyrenees
Shire Council told the investigation it
recently started sending its final letter
by registered mail. If no one signs for the
letter, it assumes the person is no longer
at the address. It then uses ‘skip tracing’
(a system for tracking down a person) to
locate the person. Around a dozen other
councils also use skip tracing or ‘field calls’
to find ratepayers. Pyrenees Shire Council
said it had cut its use of legal action by half
since it started sending mail by registered
post.

213. Complaints to the Ombudsman also
suggest it can be hard to get the amount
of contact and the timing right. Some
ratepayers find the number of calls and
visits stressful. Some councils only pursue
larger debts in earnest, which ensures the
amount of contact is proportionate to the
size of the debt. Moreland City Council and
Mornington Peninsula Shire Council, for
example, only refer debts over $1,000 for
debt collection.

214. However, the Ombudsman also dealt with
one complaint where the council did not
pursue the ratepayer until the debt grew.
By that time, the ratepayer found the size
of the debt unmanageable.

215. In 2019, the High Court found that in
Queensland, statute of limitations laws
apply to the recovery of rates debts.?° In
that case, it meant the council had to take
action to recover the debt within six years.
There are similar statute of limitations laws
in Victoria.

20 Brisbane City Council v Amos [2019] HCA 27.

www.ombudsman.vic.gov.au

Use of debt collectors

216.

217.

218.

219.

One community lawyer noted councils
largely rely on debt collectors to contact
ratepayers, instead of engaging with
people themselves.

Almost all councils use debt collectors
to recover unpaid rates debts from
ratepayers, usually if there is no response
to their own reminder notices. Only

two councils - Ararat Rural City Council
and Banyule City Council - told the
investigation they no longer use debt
collectors.

For many ratepayers, a letter or call or
visit from a professional debt collector is
stressful and upsetting. The Ombudsman
hears these sorts of concerns from
ratepayers.

The 2012 community legal centre report
and the 2020 Rating System Review report
both noted that use of debt collections
adds to the stress and pressure for
vulnerable people. The Rating System
Review, as noted earlier, recommended
regulation to ensure practices such as debt
collection are a last resort.

220. The investigation identified several

problems with current arrangements.




Extracts from complaints

It was intimidation, really, [there were] two blokes. | am a mum at
home with my kids.

| am again being hounded by [the Council’'s debt collector], who calls
up at odd hours of the day and evening. They have also sent a field
officer to my door to talk to my wife.

|' was shocked and concerned about having debt collectors pursuing
me at my home for payment. | do have genuine concerns around debt
collectors being sent to relatively isolated properties unannounced,
particularly where women like myself might be alone ...

W"

[T]his situation is causing [my aunt] a lot stress and anxiety. It is like
she is constantly paying the council the little money she has and is
constantly being harassed and asked for more.

ratepayer experiences




Use of debt collectors to negotiate hardship
relief

221. Once councils refer a debt to their debt
collector, ratepayers usually have to
negotiate hardship relief with the debt
collector.

222. The 2013 MAV Guidelines advised councils
against this. They suggested councils
ensure their debt collection policies for
ratepayers give people an opportunity
to apply for hardship assistance. They
recommended that ‘[d]ebt collection
agents who identify hardship should refer
cases back to council’.

223. Few councils, however, are willing to
engage with ratepayers once they
have referred a debt. The investigation
reviewed some of the letters sent by
council debt collectors to ratepayers. In
almost all cases, they provided contact
details for the debt collector if the
ratepayer wanted an alternative payment
arrangement. Ratepayers also reported
such experiences.

Extracts fromm complaints

224. Some councils’ policies expressly state that

the council will not deal with ratepayers or
hardship applications at this point. West
Wimmera'’s policy, for example, states
‘loInce a debt has been placed in the
hands of Council’'s Debt Recovery
Contractor all negotiations with the
ratepayer will be handled by them’. In
response to a draft of this report, the
Council said this ensures there is one point
of contact for ratepayers. It explained it
would speak to ratepayers who contact
the Council, but would not vary any
agreement. It said it gives its hardship
policy to its debt collectors and expects
to them to act consistently with social
obligation requirements. Yarriambiack
Shire Council’s policy states:

If a debt has already been referred to
Council’s nominated Debt Collection
Agency, a person cannot apply for Financial
Hardship in relation to that debt. The
person must negotiate payment terms with
the nominated Debt Collection Agency.

They won't let me [lodge a hardship application] because it’s
through a [debt collection] lawyer. They won'’t even speak with us ...
They won't accept anything unless it’s through the lawyers.

b e e 2o PSPPI

[The Council] refused to even speak with me at all and said it was now
in the hands of their [debt collection] solicitors and | could only deal

with them.
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Limited hardship relief options

225.

226.

227.

The investigation observed that debt
collectors generally only offer ratepayers a
‘special payment arrangement’ or payment
plan that lets ratepayers pay off the debt
in instalments.

When the investigation reviewed copies of
debt collector letters to see their advice,
some referred to unspecified ‘payments
options’ or ‘arrangements’ and encouraged
ratepayers to contact the debt collector for
discussion. Where the letters mentioned a
specific option, it was a ‘special payment
arrangement’ or plan.

The investigation also looked at

councils’ contracts with debt collectors
where councils could provide a copy.

Most referred only to special payment
arrangements, if they referred to hardship
at all. One commonly used contract in

the sector refers to a ‘hardship waiver
agreement’. However, the investigation
found no references to that option in debt
collectors’ communication with ratepayers.

Limited oversight of debt collectors

228.

229.

230.

The investigation was not always
confident about councils’ arrangements
for managing the way debt collectors deal
with people in hardship.

The investigation asked councils to
provide a copy of their contracts with debt
collectors to consider contract standards
regarding ratepayers in hardship, and how
councils monitored those standards.

Nine councils said they did not have a
current written contract with their debt
collector.

231. Another 36 councils did not or could not

provide their contract. Many explained that
they engaged their debt collector through
MAV or Procurement Australasia. MAV and
Procurement Australasia offer councils
arrangements under which they tender

for a panel of debt collectors and enter a
legal deed with the successful companies.
Councils can ‘opt in’ to these arrangements
and choose a debt collector from the
panel.

232. Some councils said they did not have

a copy of MAV’s or Procurement
Australasia’s contract documents.
The investigation obtained copies of
these contracts direct from MAV and
Procurement Australasia.

233. MAV and Procurement Australia require

debt collectors to comply with relevant
laws as well as industry codes of practice
or guidelines. These would include

debt collection guidelines issued by the
Australian Competition and Consumer
Commission and the Australian Securities
and Investments Commission.?’ These
guidelines set standards of behaviour for
debt collectors, such as how often and
when they can contact debtors.

234. However, none of the contracts reviewed

by the investigation referred to the
hardship relief provisions in the Local
Government Act 1989 or required debt
collectors to tell ratepayers about those
options.

Australian Competition and Consumer Commission and
Australian Securities and Investments Commission, Debt
collection guideline: for collectors and creditors (2020).
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235. Some contracts require debt collectors to
offer payment arrangements in accordance
with council practices and to seek council
approval for arrangements. However, few
councils require debt collectors to consider
or apply the council’s broader hardship
policy. Yarra Ranges Shire Council’s
contract was one exception. It stated [t]he
Council has in place a Rate Recovery and
Financial Hardship Policy ... The Contractor
is to be fully conversant with the policy
when dealing with ratepayers’.

236. Procurement Australasia told the
investigation that councils are responsible
for monitoring debt collectors’ actions and
performance. MAV also said contractors
are obliged to report their activities to
councils direct. It is not clear how councils
monitor their debt collector’s compliance
with their contract when so many councils
told the investigation they did not have a
copy of the contract documents.

Confused communication

237. The Ombudsman also observed cases
where lines of communication between
councils, their debt collectors and
ratepayers became confused.

238. The debt collector letters reviewed by
the investigation were all clear, short and
written in plain English. However, they did
not offer interpreters or information in
accessible formats for people who speak
languages other than English or have a
disability.

239. The Ombudsman sometimes sees
complaints that involve miscommunication
between all the parties. The following case
studies are two examples. The second
case highlights the particular challenges
faced by ratepayers who struggle
communicating in English.
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Debt collector tells

ratepayer she owes

$8,400 - Council says
she owes more than $20,000

Lyn owns her house in the Casey City
Council area. She has struggled to pay
her council rates since buying the house
many years ago. She acknowledges

she has not always handled her debt
problems well.

Lyn contacted the Ombudsman in early
2020 after some confusing advice about
the size of her debt. She provided a
copy of a letter from the council’s debt
collector dated January 2019 asking

her to pay just over $8,400. Then in
November 2019, she found out via her
bank that she owed the Council more
than $20,000. She said ‘I nearly fell over
and was in complete shock’. She said
when she called the Council, they told her
the $8,000 figure was an ‘old amount’.

When the Ombudsman contacted the
Council, it confirmed Lyn owed around
$21,000. The letter from the debt
collector referred to only part of the
debt, not the total debt. The Council
acknowledged the letter did not make
this clear and said it would review its
documents.

The Council said if Lyn started making
regular payments, it would stop applying
penalty interest to the debt. It said if
she kept up the payments over three

to six months, it would waive some of
the interest that had already accrued.
Lyn was not happy with the Council’s
offer. However, given her long history of
failing to pay her rates, the Ombudsman
concluded the Council’s position was
reasonable.




Extra confusion for woman with limited English

Amal lives with her family in Melbourne's
northern suburbs and speaks limited
English.

She contacted the Ombudsman with the
help of a friend in early 2020 after getting
a final notice from Whittlesea City Council
saying she owed just over $4,000 on her
rates.

Amal could not understand how she owed
that much. She said she spoke with the
Council about the rates a few years earlier
through an interpreter. She said she was
told to pay $100 a month and that would
cover the rates. She provided copies

of bank records to prove she had been
making the payments.

The Council emailed Amal to explain that
she had not paid her rates on time since
her family bought their house. It said the
person she spoke with years earlier was
its debt collector. It said she had entered a
payment plan to pay off her rates.

According to the debt collector, it set
the payments at $100 because Amal said
that was all she could afford. It was never
enough to cover her rates.

The Council said Amal later agreed to
another payment plan which required her
to pay $200 a month. It said, since then,
the Council had changed its debt collector
and she should have received a letter
telling her the direct debit arrangement
with the old debt collector had stopped. It
asked her to contact its new debt collector
to make a new arrangement.

Amal asked the Council to waive the
interest it had charged on the debt (around
$700) because she felt the debt collector
gave her wrong advice. The Council
acknowledged that English was not Amal’s
first language. It offered to waive $500

in interest if Amal lodged a hardship
application.
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Legal action

240. Councils retain the power to take
ratepayers to court if they do not resolve
their debt problems or keep to their
payment arrangement.

241. For ratepayers, legal action adds to their
problems. Apart from the stress, councils
can seek an order for the ratepayer to pay
their legal and other costs. Councils then
add these costs to the ratepayers’ debt.
This usually increases the debt by $1,000
or more.

242. The 2012 community legal centre report
and the 2020 Rating System Review
both argued legal action should be a last
resort. The investigation looked at councils’
current practices.

Use of legal action

243. The 2012 community legal centre report
included court data showing that in 2010-
11 councils sued 6,328 people for unpaid
rates debts.

244, This sort of data needs to be used with
caution when looking at homeowners in
financial hardship. The data shows all legal
action taken by councils for unpaid rates,
including legal action against investors
and business owners. It also does not
show how many of the ratepayers were
experiencing hardship, or the history of the
debts and whether councils took action as
a last resort. There were also a number of
councils who said their own records differ
from the Magistrates’ Court data (which
is based on the number of proceedings
classified in the Court’s systems as ‘arrears
of rates’). However, it is currently the best
available evidence of how often councils
use legal action to resolve rates debts.
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245.

246.

247.

248.

Recent court data shows that the overall
number of legal actions has grown. The
investigation obtained recent data from
the Magistrates’ Court. In 2018-19, the
last financial year before the pandemic,
councils sued ratepayers for unpaid rates
on more than 7,000 occasions.

Most councils stopped taking legal action
when the pandemic began (although many
still contacted ratepayers about their debts
in other ways). This was consistent with
principles issued by the National Cabinet
to ‘essential service providers’ including
councils in April 2020. In 2019-20, the
number of actions for unpaid rates debts
dropped to over 4,000.

At an individual council level, the picture
varies. Some councils, mainly in regional
areas, have cut their use of legal action
since the 2012 community legal centre
report. Some did not sue any ratepayers,
or very few ratepayers, in 2018-19. They
include Ararat Rural City Council, Banyule
City Council, Colac Otway Shire Council,
Gannawarra Shire Council, Surf Coast Shire
Council and Swan Hill Rural City Council.

Other councils, mainly in metropolitan
areas, increased their use of legal action
compared with 2010-11, according to the
Magistrates’ Court data. They include
Kingston City Council (334 actions in
2018-19, compared with 63 in 2010-2011),
Whitehorse City Council (342 compared
with 38 in 2010-2011) and Yarra City
Council (168 compared with 45 in 2010-
20M). In response to a draft of this report,
Kingston City Council said it could not
comment because it had not provided the
data. Yarra City Council said the Council’s
own records were different, but it could
not provide further information in the time
available.




249. The top three councils for legal action

in 2018-19 were in outer suburban areas

- Brimbank City Council, Wyndham

City Council and Casey City Council. In
response to the draft report, Brimbank
City Council and Casey City Council both
noted that councils with a larger number
of ratepayers would be expected to have
a larger number of legal actions. They
suggested that other data should be used
to show use of legal action in the sector.

Council discretion in cases of hardship

250. Based on complaints investigated by the

251.

252.

253.

Ombudsman, councils try to resolve rate
debts in other ways before taking legal
action.

At least 11 councils now say that legal
action is a last resort in their policies, and
another two told the investigation this was
their approach in practice. One council
officer said 'l try to take every step ... | try,

| really try’.

The most difficult cases seen by the
Ombudsman are those where the
ratepayer is clearly vulnerable but has
stopped engaging completely or has
a history of defaulting on hardship
agreements with the council.

The 2013 MAV Guidelines state councils
have limited capacity to identify genuine
hardship amongst ‘recalcitrants and those
who ignore rates notices’. The Guidelines
said:

At some point councils must begin
charging penalty interest, or instigate
debt collection processes and lodge
matters with the Magistrates Court in
order to achieve a resolution. However,
during this process, councils and
contractors must remain sensitive to
hardship and ensure that hardship is not
exacerbated by instigating debt collection
processes.

254.

255.

256.

257.

Some council officers who spoke with the
investigation took a similar view. One said
councils have to take action at some point.
Another said they do not take legal action
‘if we feel that the people are genuine’

but ‘it’s those that ignore, those are
deliberately trying to evade paying, that’s
where we say we can’t help you if you
can’t help yourself’.

The Rating System Review expressed
concern that councils appeared to be
using legal action to ‘trigger a response’
from ratepayers. It said:

Anecdotal evidence from rates managers
and other council participants of the
consultation process indicates that the
court order applies more pressure on

the ratepayer than other less formal
processes such as phone calls, reminder
notices and letters from lawyers.

Community advocates argued councils
need a better understanding of how
vulnerable people behave. One lawyer said
clients sometimes arrive at appointments
with piles of letters they are too scared to
open. A financial counsellor said:

[It’s] like they’re frozen. It's embarrassing.
They feel guilt. They feel shame. | don’t
think [councils] understand that.

Some community lawyers noted that
councils do not have to take legal action
to recover rates. Since rates are a first
charge on land, they can let the rates
accrue against the value of the land and
collect the debt when the land is sold or
transferred in the future.

ratepayer experiences




258. There is evidence that at least some
councils exercise discretion before taking
legal action. Around half of councils (40
councils or 51 per cent) now sue only if
the debt reaches a certain size. Bayside
City Council and Central Goldfields Shire
Council and Casey City Council, for
example, only sue for debts once they
reach $1,000. Nillumbik Shire Council only
sues for debts over $5,000. Ratepayers
Victoria’s submission argued this threshold
for action should be much higher - either
$10,000 or three years of unpaid rates
debts.

259. Other councils consider the vulnerability
of the ratepayer. For example, at least
three councils - Melbourne City Council,
Whitehorse City Council and Monash
City Council - say they will not take legal
action against pensioners. Hobsons Bay
City Council also told the investigation it
had never referred a pensioner to its debt
collector.

260.But practices are not consistent. The
following case studies describe three
complaints to the Ombudsman. In all of
the cases, there was some evidence of
hardship, but the ratepayers were not
cooperating with the council. In the first
two cases, councils took legal action. In the
third, the council exercised its discretion to
let the debt accrue.
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Warrant of

apprehension for

‘distressed’ ratepayer
not responding to contact

Jill is in her 60s and lives in the

Melton City Council area. When the
Ombudsman spoke with her, she said
she was in a serious accident at work
around 10 years ago. She said she had
been living on compensation payments
and is now on unemployment benefits.

The Council’s records showed Jill had
been behind with her rates on and off for
a few years. On 11 December 2017, the
Council sent a reminder notice asking
her to pay $496 ‘immediately’. There was
a statement on the front of the notice
inviting Jill to call the Council if she was
in financial hardship.

The Council says Jill did not respond.
Less than a month later, on 5 January
2018, it referred the debt to its debt
collector.

The debt collector tried to contact Jill
many times by phone and letter. They
visited her house nine times but no one
answered the door. When they reached
her by phone in April 2018, she told them
she was not living at the house.

She said a family member had an
addiction and had attacked her and

she was 'too afraid’ to live there. The
debt collector described her as ‘very
cooperative but clearly a very distressed
person’.




Jill agreed to pay off her debt at $100

a fortnight, but she did not make any
payments. In the meantime, she was
missing more rates payments and the debt
was growing. The debt collector sent an
SMS and another letter. Jill paid $200 but
did not contact the debt collector or the
Council.

In June 2018, the Council took Jill to court.
At that stage, her rates debt was $1,296.
The Council obtained an order for its legal
costs. Jill's $1,296 debt was now a $2,216
debt.

The Council took out a summons for oral
examination (which requires a debtor

to attend court to give information
about their finances). Jill made two
more payments but did not go to the
court. The Council took out a warrant of
apprehension.

Jill eventually paid that debt but she was

falling behind with her new rates payments.

In July 2019, the Council threatened to
take her to court again. When the Council’s
debt collector visited Jill, she said she

was on unemployment benefits but was
expecting an inheritance. She later called
twice, ‘confused’ about what she owed.

The debt collector gave her details of a
financial counsellor to help her apply for
hardship, but she made no application.
The Council sent a letter threatening
more court action. The Council told the
Ombudsman it decided not to take Jill to
court again and she eventually paid out
the debt. It said 'Council will go through
all avenues to contact a ratepayer and
seek to offer them assistance before legal
proceedings are commenced'.

When Ombudsman officers spoke with Jill
in December 2020, she said she ended up
borrowing money from her family to pay
out the Council.

The Ombudsman gave the Council a
chance to comment on a draft of this
case study. It noted that it sent 36 rates
notices to Jill about outstanding rates
balances in the years leading up to the
legal action, and it tried to contact her 12
times before taking legal action. It said
she ‘broke arrangements [three] times
without notifying Council and making [an
alternative payment arrangement’.

However, it agreed:

it is important to recognise that people
who are vulnerable due to personal
crisis or family violence may struggle
to engage with councils at times and
legal action needs to be exercised with
sensitivity. Council tries to do that at all
times and believes in the vast majority
of cases it does so. As [the report]
recognised, there are difficulties involved
in managing such situations when you
are unable to communicate with the
ratepayer consistently.

The Council said it had tightened its
processes so that:

* accounts in arrears are referred to a
manager where there is evidence the
ratepayer could be impacted by family
violence. It said this will allow closer
review of these situations by senior
staff.

manager approval is required any
warrants of apprehension.

The Council also said it would refund the
legal costs charged to Jill in this case.
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Bankruptcy action against age pensioner who had not
paid rates for 13 years

Chris is an age pensioner in their 60s who
has trouble communicating in English. A
community legal centre contacted the
Ombudsman on Chris’s behalf in 2018 after
Wyndham City Council bankrupted Chris
over around $30,000 in unpaid rates.

The community legal centre said Chris’s
behaviour suggested mental health issues.
Chris was living alone in the house without
electricity or gas or a telephone. The

legal centre said Chris appeared not to
understand the obligation to pay rates and
could not read the bankruptcy notice. It
said a financial counsellor had prepared

a hardship application and it wanted the
Council to annul the bankruptcy and let
Chris pay off the debt at $50 a fortnight.

When the Ombudsman contacted the
Council, it said Chris had not paid rates
since 2005. It said it had tried to resolve
the matter over 13 years:

* |t had spoken with Chris many times,
as well as with friends of Chris and a
migrant assistance centre.

Chris had agreed to seven payment
plans. Chris had defaulted on six of
them but was making payments under
a current plan.

It had invited Chris to make a hardship
application in the past, but Chris had
not.

It had taken Chris to court twice and

issued summonses for oral examination.

It said Chris only attended court after
it sought a warrant for apprehension.

It also executed a warrant to seize
property from Chris but decided not to
take anything from the house.

The Council said it had not decided to
pursue the bankruptcy lightly. It said
while its records show Chris had limited
English, it believed Chris had some funds
and simply refused to accept there was an
obligation to pay rates.
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It said it believed it would be unfair to
other ratepayers to let the matter go and
let debt accrue. The Ombudsman did not
pursue the complaint at the time because
a court ordered the bankruptcy and only a
court could overturn the order.

Officers contacted the Council during

this investigation to find out what had
happened. The Council said Chris’
bankruptcy administrator had not been
able to engage with Chris and the Council,
as the only creditor, decided to annul the
bankruptcy and pay the administrator’s
costs. It said the Council had since granted
hardship assistance in the form of a
payment plan of $100 per month. Chris
had made some but not all payments. The
Council said ‘[t]he balance of the rates will
be deferred until hardship consideration
ends or [Chris] chooses to sell the property’.

The Council said:

This was the first application for
Bankruptcy proceeding that Council
undertook in an effort to recover a
significant amount of outstanding rates,
where other legal action had been
unsuccessful.

... Council is very proactive in our attempts
to provide support to those that are more
vulnerable within our community. Support
is provided through hardship plans as well
as referral to external support agencies
where appropriate. We have seen this
process achieve some positive results for
residents in need. Our policy and processes
continue to be reviewed and refined to
ensure that we engage as fully as possible
to understand the circumstances of those
in hardship and tailor solutions that may
meet their needs.

The ongoing challenge for Council is to more
effectively balance the need to ensure the
payment of rates in an effort to be fair to

all rate payers against the need to support
individual rate payers in need of additional
support. An added difficulty which we
recognise is that vulnerable residents may
not always be in a position where they can
communicate their need for support.




Council lets debt accrue for family in hardship

Tim contacted the Ombudsman in 2019
about his rates debt with Glen Eira City
Council. He explained he found himself
unemployed a few years ago and was out
of work for around two years. He said a
support organisation lodged a hardship
application with the Council but they
‘didn’t give me nothing’. He said he was
working again and was paying off the debt,
but the Council was charging interest and
the debt was growing.

Ombudsman officers advised Tim to
seek hardship relief from the Council.

We had trouble contacting him again, so
officers contacted the Council during this
investigation to query its response.

The Council said Tim started falling slightly
behind with his rates in 2005 and by 2009,
the amount owing became a concern. It
said after trying to contact Tim three times,
it agreed to a payment plan in 2010.

It cancelled that plan in 2016 after Tim
stopped paying. A support organisation
contacted the Council and explained that
Tim and his wife were unemployed and
caring for a child with a disability. The
Council asked for documents to verify that
they were getting Centrelink benefits and
a statement of their income and assets. It
said the documents were never provided.

The Council said Tim wrote to it in 2019
after he complained to the Ombudsman.
The Council’s response said ‘Council is
more than happy to evaluate and consider
your claim for financial hardship, but we do
require supporting documentation’.

The Council said it had not received any
documents. It said Tim was making some
payments and owed around $10,000. It
continued to charge interest on the debt
until the start of the COVID-19 pandemic,
but had not taken any legal action.
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Legal costs

261. As this report has already noted, most
councils seek an order for their legal costs
and add them to the ratepayer’s debt (see
paragraph 2471).

262. Gannawarra Shire Council indicated these
decisions are motivated by fairness to
other ratepayers. It said ‘[i]n this way the
ratepayers who have paid their assessment
are not burdened with these extra costs'.

263. However, the Ombudsman hears
complaints from ratepayers that these
costs just make it harder for them to pay
their debts.

Extracts from complaints

264. A representative of Ratepayers Victoria

265.

told the investigation that these practices
can further entrench hardship. He said
‘[i1t’s just giving free legal work that is not
solving the problem. You’re not solving

it". Some community advocates also told
the investigation that rates should not

be a way to push people into destitution
and homelessness, noting this puts more
pressure on other parts of government and
the housing sector.

Many councils (34 councils or 43 per cent)
expressly state in their policies that they
will consider waiving legal costs.

[T]he cyclical behaviour of council charging interest and legal fees
despite my hardship has contributed further to my hardship rather
than assisted me to get out of financial hardship ... The interest and
legal fees | was charged made me feel there was no light at the end

of the tunnel ...

W’

| am a single parent working long hours and struggle financially to
raise two children on one income ... The reason | did not pay my
rates was because | was finding it difficult at the time, please do
not make it even more difficult for me by imposing these crazy,

unjustifiable fees.

W'

I have paid thousands of dollars so far but | can’'t keep up ...
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266. However, the situations in which councils

267.

will waive legal costs differ. Melton City
Council and Mitchell Shire Council say
they will waive costs if the ratepayer is in
hardship. Mitchell Shire Council told the
investigation it had waived $10,451 in legal
costs over the last two years. Bass Coast
Shire Council said it will consider waiving
costs if there are ‘severe mental health
issues’.

Other councils do not provide for costs
waivers on the ground of hardship. Eight
councils said in their policies that they
would only waive costs if there had been
an error on the council’'s part or the council
had not done enough to engage with the
ratepayer before taking them to court.

Forced land sales

268. The Local Government Act 1989 also gives

269.

270.

councils the power to sell a ratepayer’s
property to recover unpaid rates (section
181). This option is available if:

* the rates have been unpaid for three
years or more

» there is no current arrangement in
place for payment of the rates to the
council

» the council has a court order requiring
payment.

People who contact the Ombudsman are
sometimes well aware of this power and
are fearful of losing their homes.

In practice, however, councils rarely use
this power. Data from Land Use Victoria,
the State’s land registry agency, shows
that there were only 28 land sales or
transfers under this section of the Local
Government Act in 2018-19. In 2019-20,
there were only 10. It is unclear from the
records how many of these cases involved
residential homes, but the records suggest
many of the properties were vacant land.

271. The investigation heard that councils are

conscious of the ‘reputational damage’
caused by forcing the sale of people’s
land. Some councils, such as Benalla
Shire Council, have a policy of not selling
properties used as a residence. Others
require a resolution of their elected
councillors before they will sell property
under the Act.
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Extracts fromm complaints

| heard that the council, they can take your house. That was my
biggest worry.

[The Council] threatened they would sell my house if | didn’t pay.
| felt [intimidated] and bullied ... | was so fearful that | would lose
my house ...

. . b oy e PPy P, o

[The Council] can kick you out, they can sell the place ... [Tlhis is my
place. I'm an older person. Where am | going to go?

Knowing that my house may be sold and [we] will be homeless doesn’t
let me sleep at nights.
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Recovering debts - how do councils compare?

Energy, water, telecommunications
companies and banks

Regulation prevents these companies
from disconnecting customers or taking
debt recovery action while customers are
receiving hardship assistance.

Energy companies must keep offering
assistance until the customer is no longer
in payment difficulty, or the customer has
‘refused or failed to take reasonable action’
towards paying their bills and debts. They
cannot take debt recovery proceedings
while the customer is receiving assistance
and they can only disconnect a customer
for non-payment as a last resort after
certain steps have been taken. The

steps include issuing a reminder notice,

a disconnection notice and using ‘best
endeavours’ to contact the customer and
offering hardship assistance.

Water companies cannot take legal action
or restrict supply until they have sent a
reminder notice and a warning notice,
have attempted to contact the customer
and have offered a flexible payment plan.
They cannot take legal action unless the
customer owes $200 or more or has failed
to pay consecutive bills over 12 months.

Telecommunications companies must issue
reminder and disconnection notices that
include information about their hardship
policies. They must also comply with ACCC
and ASIC guidelines for debt collection.

The Australian Banking Code of Practice
also states banks will comply with the
ACCC and ASIC guidelines and will not
require people to access superannuation to
pay off debts.

Government tax agencies

The Australian Taxation Office publishes

a practice statement on its approach to
enforcement on its website. It notes it has a
responsibility to collect unpaid tax:

As a matter of course, the ATO will
take into account the individual
circumstances of each tax debtor to
ensure that any recovery strategy is
effective and appropriate for collecting
that particular tax-related liability.

The Australian Taxation Office says it issues
notices for outstanding amounts and may
contact taxpayers before taking legal
action, but they cannot expect this.

The State Revenue Office uses an internal
debt management policy. Its objectives
include ‘vigorous pursuit of debt in a
sensible, cost efficient, effective and timely
manner’.

The State Revenue Office told the
investigation it generally sends two
reminder notices to taxpayers who fail to
pay land tax. Its policy also encourages
‘personal contact’ by telephone unless this
is not appropriate. Officers can take legal
action against taxpayers who have not
responded to earlier attempts to recover
taxes. The policy allows for legal action for
any debt over $200.

The policy states officers must ‘exercise
discretion’ and apply the policy with
‘common sense’ to ensure that taxpayers in
similar circumstances are treated equally.
It lists factors officers should consider,
including whether pursuing the debt is

in the public interest. It lists a range of
options for officers where a taxpayer does
not have funds to pay, or payment would
leave them destitute. These are not limited
to payment plans.

The State Revenue Office said it uses
professional debt collectors to recover
smaller land tax debts. Its debt collectors
can arrange instalment payments with
customers as long as they comply with the
agency'’s policies. For more complicated
matters, the State Revenue Office expects
the debt collector to refer the matter back
to its officers.
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Resolving complaints

272. Community lawyers and financial
counsellors noted that good practice
hardship schemes give people a way to

complain about or appeal their treatment.

This section looks at the current options.

Internal options

273. The new Local Government Act 2020
requires councils to develop a fair and
effective process for considering and
responding to complaints about their
services (section 106). It also requires
councils to have a complaints policy
(section 107).

274. The investigation identified that at least
18 councils also have a specific system
for appealing or reviewing hardship relief
decisions. In most cases, the ‘appeal’ is
heard by a senior council officer or the
council’s Chief Executive Officer. Two
councils allow appeals to their elected
councillors.
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External options

275.

276.

277.

278.

Some financial counsellors told the
investigation they also want an external
body to hold councils to account. One
financial counsellor said they had a client
who was fearful of what would happen if
they made a complaint to the council. They
noted there is a ‘huge power imbalance
when it comes to councils and ratepayers.
They’re not on a level playing field’.

The Victorian Ombudsman can take
complaints about the actions of councils
and regularly deals with complaints about
rates hardship and debt recovery. The
Ombudsman endeavours to quickly and
informally resolve complaints, and may
decide to investigate any matter arising
from complaints. The Ombudsman may
make formal recommendations for change
if an investigation reveals any unfairness or
wrongdoing.

The Parliament amended the Ombudsman
Act in 2019 to give the Ombudsman
additional powers to mediate or conciliate
complaints.

The investigation’s discussions with
financial counsellors suggest that
awareness of the Ombudsman as an
option to consider complaints about
councils is low. Few council policies require
officers to advise ratepayers about their
right to complain to the Ombudsman.
Only three councils currently refer to the
Ombudsman in their hardship policies.




Resolving disputes - how do councils compare?

Energy, water, telecommunications
companies and banks

These private companies have statutory
regulators that can issue codes and
guidelines about hardship - the Essential
Services Commission in the case of energy
and water companies, the Australian
Communications and Media Authority in
the case of telecommunications companies
and various Commonwealth regulators in
the case of banks.

Their regulatory arrangements differ.
Energy and water companies have
codes created by the Essential Services
Commission. Telecommunications
companies largely operate under an
industry code.

These sectors also have ‘industry’
ombudsman schemes that can take
complaints from customers - the

Energy and Water Ombudsman, the
Telecommunications Industry Ombudsman
and the Australian Financial Complaints
Authority. Regulatory codes require energy
and water companies and banks to tell
customers about their right to complain to
these bodies.

The industry ombudsmen all have
information on their websites about how
they deal with hardship complaints.
They can:

¢ ask companies to suspend any debt
recovery or disconnection action while
they consider a complaint

use alternative dispute resolution to
resolve the matter

if the matter cannot be resolved, make
a decision or determination that is
binding on the company.

Government tax agencies

The Australian Taxation Office and the
State Revenue Office, like other public
sector bodies, are subject to the powers
of government ombudsmen. Government
ombudsmen can make recommendations
but not binding decisions.
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Special topic: Family violence

279. Throughout the investigation’s meetings
and discussions, community lawyers and
financial counsellors consistently raised
one problem - the way councils treat
people with debts associated with family
violence.

280. Victoria's 2015 Royal Commission into
Family Violence recognised economic
abuse as a form of family violence. It
noted that when people leave violent
relationships, they can be left in financial
insecurity and debt:

Victims of family violence are more likely
than other women to experience financial
difficulty and many women experience
poverty as a result of family violence,
regardless of their prior economic
circumstances. Research also tells us that
women from culturally and linguistically
diverse backgrounds and older women
are at greater risk of financial insecurity
following family violence and face
additional barriers to accessing support.
The financial consequences of family
violence can be acutely damaging and
they are often long-term.

Victims’ financial security is affected

by partners who perpetrate economic
abuse by controlling household finances,
financial and utility accounts and
incurring debt in the victim’s name
through coercion or deception.

281. The Royal Commission looked at three
types of debts - consumer credit debts,
utility debts and fines. It recommended the
State Government:

« work with Commonwealth and State
authorities or industry associations
to ensure regulatory codes recognise
family violence as a ground for
hardship assistance, and to produce
industry guidelines

* encourage industry ombudsmen to
publicise the availability of dispute
resolution processes to help victims
resolve disputes about debts incurred
in the context of family violence.
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Council policies and practices

282.

283.

284.

285.

The Royal Commission did not look at
councils and rates debt, although it made
some other recommendations involving
local government. Community advocates
told the investigation that victims of family
violence also face problems with rates:

* The perpetrator of the violence may
have failed or refused to pay rates
during the relationship, running up
debts in the name of the victim.

* The perpetrator may stay in the house
after the victim leaves and stop paying
the rates, exposing them to debt
recovery and legal action.

An advocate who works in the area of
family violence said victims face multiple
problems resolving these issues - they
may have no savings or money to pay the
debts; they may have trouble applying for
hardship relief because they do not have
financial documents or know the extent
of their assets or liabilities; and they may
also be dealing with other debts and legal
disputes as well as housing and other
problems.

Councils as a whole do not appear to
have considered the implications of family
violence for their rates practices. The
investigation found only seven councils
(nine per cent) currently refer to family
violence in their hardship policies.

The following three case studies show
the way three councils dealt with people
with rates debts in the context of family
violence.




Victim of family violence subject to repeated court
action and threats to sell her house

Rachel lives in a house in the Greater
Shepparton City Council area. Her financial
counsellor contacted the Ombudsman on
her behalf in 2019.

This report has already described parts

of this case on page 40. The complaint
said that for around 10 years, Rachel’s
ex-partner subjected her and her family

to extreme family violence. When Rachel
ended the relationship in 2009, she had
ongoing financial and other problems. Her
former partner had sold all her belongings.
She had to borrow money to pay for legal
costs. She was also supporting her family
on one income. She and her family had
ongoing health problems.

Rachel fell into debt with her council rates.
The Council was aware of Rachel’s history
by at least 2010. Its records show it agreed
to multiple payment plans under which she
could pay as little as $30 a fortnight, but she
defaulted on those plans. Rachel says she still
experiences trauma and cannot remember
what happened with the Council until 2017,
when she requested a new payment plan.
She and the Council disagree on exactly
what happened but she ended up on a
payment plan that required her to pay $500
a fortnight (almost a third of her income).

According to Rachel, her accountant wrote
to the Council explaining she was in financial
hardship. According to the Council, it asked
Rachel’s accountant for a statement of
financial position ‘multiple times’, but did
not receive one.

Information provided by the Council shows
its officers and debt collection agency
attempted to contact Rachel many times
about the debt and that between 2010 and
2019 it:

* took Rachel to court three times

» threatened to sell Rachel’s home four
times. The Council began the legal
process to sell the home twice.

By 2018-19, the Council’s interest charges
and legal costs on the debt totalled over
$10,000. Rachel’s rates charges over the
same period were around $16,700. Rachel
wrote to the Council in 2019 with the help
of a financial counsellor and asked it to
refund the interest and legal costs on her
debt.

The Council refused. It noted it had asked
Rachel’s accountant for information to
support a hardship application but no
information was provided. It said:

... Council is within its rights under the
Local Government Act to charge interest
on any outstanding balances ... To remain
fair to the 30,000 ratepayers within

the municipality, and to comply with
Council policy, Council rates staff require
all necessary information to assess

each application for hardship on their
merits. Council was not afforded the
opportunity to properly undertake the
assessment of hardship.

Rachel’s bank decided to step in to pay her
debt to the Council. The Council agreed

to waive a small amount of interest as a
'show of good faith'. That waiver totalled
$377. Ombudsman officers made enquiries
with the Council in 2019 about the case. It
response said 'Council will not waiver rates,
legal costs or any further interest.’

The Ombudsman wrote to the Council
again when finalising this report and noted
concerns about ‘the Council’s treatment

of [Rachel] given her significant history of
family violence and the ongoing impact

on her and her family. Amongst other
things, she asked if the Council intended

to review its approach to victims of family
violence in future. The Council said ‘Council
will continue to be guided by its Financial
Hardship Policy and assess every hardship
situation, whether due to family violence or
any other factor, on a case by case basis.’
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Victim of family violence given more time to pay

Ashleigh owns a house in the Greater
Geelong City Council area but has been
living in safe accommodation since leaving
her ex-partner. Her financial counsellor
brought her situation to the Ombudsman’s
attention.

The financial counsellor said Ashleigh
was a ‘victim of extreme family violence’
that had left her with ‘extensive and
complicated’ financial problems. She said
Ashleigh’s ex-partner refuses to leave the
house and Ashleigh has had to take legal
proceedings to have him removed so she
can sell the property. She has not paid
council rates since leaving the house and
owes the Council around $7,000.

The financial counsellor said the Council
has agreed not to take action until the
house is sold. She noted, however, that the
Council wanted to charge interest.
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She said she believed this was ‘inherently
unfair’;

Ideally some reduction of the amount
outstanding is not unreasonable either. The
pandemic and systemic problems in the
judicial process have resulted in [Ashleigh]
being unable to live in her home for 2
years whilst the perpetrator remains in the
property at no cost to himself. [Ashleigh]
has been responsible for the mortgage,
rates, water bills and house insurance
during this period. She has been plunged
further into debt through no fault of her
own and received no benefit from the
home she bought for herself.

The Ombudsman contacted the Council
about Ashleigh’s situation. It said it did not
have a policy on family violence and rates
debts. It confirmed it had been charging
penalty interest on the debt, which totalled
just over $500. The Council said ‘[d]Jue to
the circumstances, the City will waive all
penalty interest ... and hold further interest
until the property is sold’.




‘Huge empathy’ and $14,500 waiver

Kate’s financial counsellor emailed

the Ombudsman after hearing about
this investigation. They wanted the
Ombudsman to know that Cardinia
Shire Council had shown ‘huge empathy’
to a client. The Council is one of the
councils with a policy that recognises
family violence as a sign of hardship.
The Ombudsman contacted the financial
counsellor and Kate consented to them
telling her story.

The counsellor explained Kate had been in
a violent relationship until 2008. They said
her ex-partner left her with debts as well as
psychological and physical injuries.

According to the Council’s records, Kate
started falling behind with the rates on

her house in 2010. She had a long history
of contact with the Council. At times, she
paid off small amounts on payment plans.
At other times, she made no payments and
the debt grew.

Kate had disclosed her history and
problems to the Council several times
over the years. In 2013 and 2015, she told
the Council she was not working and was
struggling financially. The Council referred
the matter to its debt collector in 2015 and
started taking legal action. Kate told the
debt collector about the family violence
and said it had left her with debts and a
brain injury.

A couple of months later, she contacted
the Council again to say she was ‘barely
putting food on the table’. In 2018, she
emailed again and the Council agreed to a
payment plan of $100 a week.

The counsellor said Kate came to see
them in 2020 and they called the Council
about her history. The Council advised the
financial counsellor to lodge a hardship
application. The counsellor included Kate’s
police reports and intervention order
applications.

The Council told the Ombudsman that
after it read the application, it reviewed the
history of Kate’s rates account saying:

Due to the severe nature of the ratepayer’s
personal circumstances that directly
attributed to the non-payment of rates
and in recognition that Council could have
done more to work with the ratepayer over
this time, it was recommended to Council's
financial hardship committee that the
arrears including legal costs and interest
be waived.

The financial hardship committee noted
Kate had been making regular payments
since April 2018. With the approval of
the Council’s Chief Executive Officer, the
Council agreed to waive around $14,500.

Kate’s financial counsellor told the
Ombudsman that Kate is currently working
and managing to pay her mortgage and
rates.
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Family violence - how do councils compare?

Energy, water, telecommunications
companies and banks

Regulatory codes for energy and water
companies require them to have a family
violence policy and train their staff.

They must recognise family violence as

a potential cause of payment difficulty.
Before taking debt recovery action, energy
companies must consider the impact on
the customer and whether other people
were responsible for the energy use.

The Telecommunications Consumer
Protection Code refers to family violence
in its definition of financial hardship. It
requires providers to provide flexible
repayment options including ‘where being
the victim of domestic or family violence
contributed to an inability to pay the debt’.
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The Australian Banking Association’s industry
guideline for banks sets out potential signs of
financial abuse and principles for responding.
They include developing internal processes,
recognising that financial abuse can
contribute to financial hardship and training
staff. The guideline also states banks should
ensure their contracts with debt collectors
require the debt collectors to comply with
the guideline.

Many of these private companies advertise
support programs for customers affected
by family violence.

Government tax agencies

The State Revenue Office does not have
publicly available information for taxpayers
affected by family violence, but the
Australian Taxation Office publishes some
information on its website.




Council systems

286. The investigation also considered what
drives councils’ responses to ratepayers
in hardship. It heard at length from
community advocates and others about
what they saw as problems in the system,
including poor understanding of hardship
and a lack of proper regulation and
systems.

287. The 2012 Rating System Review heard
similar evidence. As this report has noted,
it recommended regulation to ensure
consistent practice and ‘a collaborative
change management program’ in the
sector.

288. This section sets out the evidence from
community advocates and councils about
the current problems and what they would
like to change. It looks at how other sectors
have managed these issues, including how
they choose and train people to deal with
hardship; how they report their work; and
how they build collaborative relationships
with other services.

Attitudes to hardship and
fairness

Criticism of councils

289. When the investigation met with
advocates and other organisations, the
most common concern they raised issue
was councils’ attitudes to people who
cannot afford to pay their rates.

290. The investigation heard some councils
were ‘exemplary’ or ‘fantastic’ at dealing
with ratepayers in hardship. They included
Bass Coast Shire Council and Monash City
Council.

291. But comments about certain councils
and the sector overall were stinging.
Descriptions included ‘paternalistic’,
‘passive’, ‘antiquated’, ‘punitive’, ‘behind the
times’, ‘somewhere in the Dickensian era’.

292. This report has already noted concerns
about judgmental application processes
(see paragraphs 129-132). A representative
from Ratepayers Victoria said councils take
the view that ‘if the ratepayers cannot pay
their rates, it is the ratepayers’ fault’. Some
community advocates wanted councils to
understand that people in hardship may
have other problems, or to understand
how vulnerability affects people and their
behaviour.

293. Some also wanted councils to understand
that, for residential ratepayers, homes are
not just assets for liquidation. One financial
counsellor recalled occasions where
councils asked about ‘downsizing’ for older
ratepayers. Another said attitudes at one
council appeared to be that ‘it is a privilege
to own a house.

294. A representative of Ratepayers Victoria
said:

the thing for all of us is councils have
a social obligation. It is not a financial
transaction; they have a social obligation
like every other company in our country.

Council views

295. The investigation found a range of
attitudes and approaches across councils.

296. Some councils acknowledge their social
obligations in their policies. For example,
West Wimmera Shire Council’s policy
mentions the council’s ‘social obligation
to ensure that its vulnerable customers
are treated fairly and that our actions
will not add to the customer’s burden’.
Horsham Rural City Council’s policy
advises its officers to be ‘extremely aware
of the financial, emotional, physical or
psychological difficulties that the ratepayer
may be experiencing’.

council systems




297. However, some council policies strike a
harsher tone. Greater Shepparton City
Council’s policy, for example, distinguishes
between ‘reasonable’ and ‘unreasonable’
causes of financial difficulty. This gives
officers the ability to refuse hardship relief
if they believe the hardship has resulted
from the ratepayer’s ‘own decisions’.

298. At an officer level, the investigation also
observed a range of views both at its
meetings and in council responses to
case studies in this report. Some stressed
the importance of a helpful approach. An
officer from Southern Grampians Shire
Council said ‘the way we try to drive it is to
say understand the person first and then
there are a series of processes. | think it
is developing within councils’. A financial
counsellor who works with Mansfield Shire
Council said:

[The Council] is very dependent on
collecting all [its] rates, so the rates
coordinator’s focus is let’s help people to
pay their rates, not punish them because
they can't.

299. However, the investigation also observed
some concern about ratepayers who ask
for relief when they may not be in genuine
hardship. Some council officers said it
can be difficult to tell when hardship is
genuine, for example where ratepayers say
they cannot pay rates but are paying for
school fees or ‘lifestyle’ expenses.

300.The investigation observed that councils
often spoke about fairness, but in terms of
fairness to other ratepayers. As this report
has noted, the 2013 MAV Guidelines warn
of the ‘redistributional effect’ of waiving
rates and interest on other ratepayers (see
paragraph 163). The investigation was
told some other ratepayers also have low
incomes but ‘scrimp and save’ to pay rates.
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Expertise and training

301. Council officers’ statements about the
difficulties of identifying ‘genuine’ hardship
raises questions about expertise and
training within councils.

302. This can be a particular problem when
councils are asked to assess applications
for rates waivers (see case study on page
46, for example). One council officer
suggested detailed guidance on ‘how
a council should objectively measure
and assess hardship’ and ‘how the level
of assessed financial hardship is to be
weighted against the proportion of rate
relief sought’.

303.Councils rarely employ people with
financial counselling or specialist
experience to deal with hardship
applications. Mansfield Shire Council
employs a part-time financial counsellor
and Bass Coast Shire Council’s policy
refers to a Specialist Revenue Officer who
is an ex-financial counsellor. Golden Plains
Shire Council said it recently appointed a
specialist Rates Hardship Officer on a six-
month contract.

304.0ther small councils noted their rates
teams only have one or two people. Hiring
people with specialist qualifications is not
always an option.

305.Some councils, as this report noted earlier
(see paragraph 125), ensure an expert
assessment by asking ratepayers for an
assessment from a financial counsellor.
Other councils indicate they rely on the
substantial experience of their officers.




306.The investigation identified that current

307.

training and guidance for officers varies.
The Revenue Management Association
(the professional association for rates
officers) holds a yearly conference
which usually has speakers or sessions
on hardship issues. Some councils said
officers had attended training with
financial counselling bodies or the debt
collection industry.

By contrast, utility and telecommunications
companies have regulatory obligations to
train staff on issues such as family violence
or the companies’ hardship policies.

Budget pressures and conflicts
of interest

308.The investigation heard that the problems

in the current system may be more
fundamental than just expertise and
training.

309.Ratepayers Victoria’s submission argued

council rates and finance officers have ‘an
inherent Conflict of Interest’ in this area. A
representative explained:

they have a budget that they have to
make ... And so what that means is that’s
what they will protect at all costs even

if it’s on the back of hardship. So they

are conflicted in assessing hardship
because they actually don’t want to grant
it because then they would have to cut
something, drive efficiency, do something
different. They don’t want to do that;
their job is to protect the revenue for the
budget.

310.

311,

312.

The Ratepayers Victoria representative
noted councils do not usually make any
provision for hardship relief in their budget
plans. This means any relief granted

by councils disrupts their budget. He
contrasted this approach with private
companies such as banks. He said [ilt is a
massive governance failure because they
are saying “we don’t have anything; we
haven’t even allowed for it”.

The investigation did not find any

cases where councils decided hardship
applications on revenue grounds. But it
observed finance and rates officers often
talked about hardship relief in terms

of budgets, cash flow and costs. The
investigation heard budgets in councils
are tight, especially in smaller councils and
especially since the State Government
introduced ‘rate-capping’ (see paragraph
50). One officer said their council relies
on rates for around half of its revenue and
waiving them would be unsustainable.
Another said their council does not offer
Centrepay because it costs more than
other payment options and the council
cannot pass the cost to the ratepayer.

One stakeholder suggested council
hardship relief schemes might be better
managed in other sections of councils,
where officers have a different focus
and different skills. The investigation
heard water companies usually deal with
hardship relief in their customer service
teams, rather than their finance teams.
It heard their focus is helping customers
make regular payments, not minimising
outstanding debt.

council systems




Laws and standards

313. Some financial counsellors were frustrated
that ratepayers’ experiences depend on
individual councils and individual council
officers. One said, 'no matter which council
you go to, no matter who you speak to ...
there has to be consistency’.

314. This report has noted that energy and
water and other private companies
have minimum regulatory standards. By
contrast, councils have broad discretions
under the Local Government Act to decide
if and when to give hardship relief. Not all
councils follow the 2013 MAV Guidelines.

315. Ratepayers Victoria’s submission argued
that the ‘self-regulated, self-managed’
approach to hardship relief has failed. One
financial counsellor said:

Most of the other industries or sectors we
deal with, if it’s not legislated they at least
have guidelines as to what you have to
do and that does not seem to be the case
within councils. They can basically do
whatever the hell they like. And that can
make them very difficult to deal with.

316. The investigation noted the sector lacks
even an agreed definition of ‘financial
hardship’. The Local Government Act does
not define the term. The investigation
found only just over half of councils (45
councils or 56 per cent) include a definition
in their policies. Most use the definition
in the 2013 MAV Guidelines, which is ‘a
customer or ratepayer who wants to
pay but cannot’. But one stakeholder
said in practice, councils often make
quasi-judgements based on what people
own or how they spend their money. A
representative of Ratepayers Victoria said
councils ‘literally don’t know how to define
[hardship] and they don’t know how to
assess it. If you can’t do those things, you
actually can’t address hardship’.
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317. Ratepayers Victoria’s submission also
argued for clear service standards and
uniform timeframes for assessment and
decision-making.

318. Some councils welcomed the idea of
advice about good practice or minimum
standards, including detailed advice about
how to assess hardship applications. One
said it offers benefits for councils, because
they can point to compliance with certain
standards to ‘defend’ themselves from
criticism.

Transparency and reporting

319. Ratepayers Victoria also argued councils
should have minimum standards for
transparency around their hardship relief
schemes. A representative said:

Councils for us should have to disclose

as good corporate citizens every year in
public ... how many applications they got
for hardship ..., how many they approved,
how many they rejected, and how much
they actually gave in hardship ... [T]hat
should be a minimum standard across the
sector so that we can see that councils
are being responsible and responding to
hardship.

320. Councils already collect a range of data
under a sector-wide scheme known as the
Local Government Performance Reporting
Framework. They report the data to the
State Government, which publishes it on
the 'Know Your Council’ website. Local
Government Victoria’s website describes
the Framework as a way to promote
‘council transparency, accountability and
performance’. The scheme includes data
on visits to council swimming pools and
the cost of council libraries. However, there
is currently nothing on rates hardship relief
or debt recovery.




321

322.

323.

Some councils collect and report data

to senior managers. However, when the
investigation requested data for this
report, it found councils collected and
reported in different ways. For example,
the investigation asked for data on the
proportion of unpaid rates at each council,
to see if it affected councils’ debt recovery
practices. Some councils counted only
substantial rates debts in their data while
others included smaller debts. These
differences make it difficult to compare
councils.

Other councils do not appear to collect
key data at all. One council told the
investigation that determining the number
of payment plans for the last two financial
years would take one of its officers a week.

Other agencies and sectors have more
consistent and transparent reporting.

The State Revenue Office publishes data

on levels of tax debt in its annual review,
although it does not publish data on
hardship relief. Energy and water companies
give data on their hardship schemes to
their regulator, the Essential Services
Commission. The Commission publishes the
data in a yearly report and published data
more often during the pandemic.

Collaboration

324.

325.

Finally, there was a consistent theme in

the investigation’s meetings that councils
could learn from practices and experiences
in other sectors.

As this report has noted before, the 2012
community legal centre report argued

that ‘[iJn comparison to other sectors,
such as the utility sector, local government
is lagging far behind in terms of best
practice financial hardship regulation and
monitoring.” The investigation heard similar
statements during this investigation. One
community advocate said ‘[c]Jouncils
operate in a vacuum. They don’t look at

326.

327.

328.

329.

what everybody else is doing ... [They
talk] with each other but they don’t talk to
anyone else’.

The 2013 MAV Guidelines encouraged
councils to build relationships with financial
counsellors. They said:

Council should commit to maintaining
close relationships with their region’s
accredited financial counsellors and
meet with them on a regular basis. These
meetings can provide a forum to discuss
the implementation of council’s hardship
policy and other relevant issues.

Some councils do this already. Colac
Otway Shire Council is part of a local
Financial Inclusion Action Plan with local
business and services. The investigation
heard Whitehorse City Council and Mitchell
Shire Council considered feedback from
financial counsellors when developing their
hardship policies. Councils such as Greater
Bendigo City Council, Greater Dandenong
City Council, Northern Grampians Shire
Council and Wyndham City Council said
they have referral arrangements or regular
meetings with local financial counsellors.

One council officer told the investigation
there were benefits in engaging with
organisations and setting up referral
schemes with other agencies. They said, in
their experience, there had been positive
outcomes for ratepayers who received
assistance from these agencies.

Some community advocates suggested
councils might also participate in groups
such as the Thriving Communities
Partnership. Its members include energy
and water companies, banks, financial
counsellors and other support organisations.
Its website says it aims to ‘create deeper
awareness and connections across
communities, organisations and government
by building collaborative networks and
platforms for collective learning and action’
on issues of vulnerability and hardship.
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Conclusions

330. This investigation looked at how councils
can better deal with ratepayers in financial
hardship.

331. This issue has been generating criticism of
councils for many years. Two reports - the
2012 community legal centre report and
the 2020 Rating System Review report -
raised concerns about poor information
and heavy-handed debt collection.

The economic impact of the COVID-19

pandemic has made the issue more urgent.

332. The investigation found councils have
already changed some of their practices.
Many offered more generous hardship
relief during the pandemic. Outside of
those special schemes, they have been
doing more to engage with ratepayers
who fall into debt. The investigation found
examples of good practice - councils
publishing information in community
languages, offering easier ways to pay
rates, and working with local financial
counsellors and other organisations.

333. But good practice is not consistent across
all councils, and the sector as a whole
is falling behind the private sector and
government tax agencies. It should be a
matter of concern that banks and utility
companies sometimes do more to meet
social obligations than local councils.

334. There are some common practices in
councils that cannot be justified:

¢ Failing to inform ratepayers about all
of their options

Council information too often focuses
on the option of payment plans. This is
a solution for many ratepayers, but not
all. The Local Government Act 1989
includes deferrals and waivers as other
options. Failing to inform ratepayers
about those options, or providing
unclear or out of date information,

is inconsistent with councils’ public
transparency obligations.
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* Refusing to consider waivers and
deferrals

Too many councils have a blanket
policy of refusing to consider rates
waivers and deferrals, or only
considering them in limited ways.
Councils are willing to exercise
discretions that benefit their revenue.
They need to be just as willing to
exercise discretions that benefit
ratepayers. There are good grounds
for arguing councils should waive
rates rarely, but the Parliament has
given people the right to apply and
applications should be considered on
their merits. Blanket refusals to even
accept applications are inconsistent
with the spirit of Local Government
Act and the approach taken by the
Australian Taxation Office and the
State Revenue Office.

¢ Charging penalty interest to people in
hardship

Penalty interest is meant to punish
people who do the wrong thing, not
to drive people in hardship further into
debt. In some cases reviewed by the
investigation, the interest charged by
councils was staggering - hundreds
and thousands of dollars of extra

debt for people who have had rates
deferred for hardship reasons or are
trying to pay off their rates.

335. Councils’ approach to debt recovery is
more complex. All governments reserve
the right to take enforcement action where
people fail to pay their taxes. Councils are
no different. However, they should act as
model litigants and only take legal action
as a last resort.




336.

337.

338.

It is heartening to see councils already
taking this approach, but the heavy
reliance on debt collectors to engage
with ratepayers carries risks. Contact
from a debt collector can be stressful and
frightening for anyone, let alone someone
in hardship. This type of activity needs
clear, enforceable hardship standards. It
may also be time for some councils to
check their own policies against ACCC and
ASIC debt collection guidelines.

The investigation was particularly
concerned by examples of legal action
against people with vulnerabilities such
as mental health problems, personal
crisis or a history of family violence.

In some of the cases reviewed by the
investigation, councils appeared to lack
an understanding that people in these
situations may not have the capacity to
engage with them at times. The power to
take legal action in the Local Government
Act 1989 is a discretion and, like the power
to sell land, it needs to be exercised with
sensitivity.

Nobody wins from heavy-handed
approaches, least of all the public interest.
The investigation often heard about

the need to be fair to other ratepayers.
However, councils have obligations under
the Local Government Act to their whole
community, not just those who can afford
to pay. Good hardship relief schemes get
the balance right. And as the investigation
heard, driving people in hardship further
into debt or out of their homes is short-
sighted. It creates costs for other parts of
government, costs that are also borne by
taxpayers.

The way forward

339. During this investigation, the State

Government made a welcome
commitment to reform rates hardship
relief. Its response to the 2020 Rating
System Review accepted high-level
recommendations for:

» regulation to ensure consistency in some
areas and to ensure debt collection and
legal action are a last resort

* a ‘collaborative change management
program’.

340.The evidence in this investigation supports

this direction. It can be achieved in practice
by:

¢ strengthening laws and standards

through changes to the Local
Government Act and regulations.

This report’s recommendations tackle
the most difficult issues identified

in evidence through clear minimum
standards for all councils; better public
information; scope for councils to

help people struggling with formal
application processes; recognition of
the role of payment plans; fairer use of
interest; limits on heavy-handed debt
recovery; and more transparency.

¢ increasing skills and knowledge

in councils through training and
guidance materials, such as model
policies and procedures

¢ addressing the reliance on debt
collectors

through stronger contractual oversight

¢ building links with other sectors,

including the private sector. It is
sometimes said councils and council
rates are unique. This is true in many
ways, but there are dangers in insularity.
The sector should never again be left to
fall so far behind good practice.

conclusions




341. In all of these areas, the recommendations
call for change to address one of the
most pressing issues raised by community
advocates - rates debts linked with
economic abuse associated with family
violence.

342.Such a program of reform brings
challenges. Some smaller regional councils
told the investigation they rely heavily
on rates and operate under financial
constraints.

343. There is a body within the State
Government that has driven such change
before in the form of the Essential
Services Commission. The Commission
brings existing hardship expertise and
a record of reform from its work in the
energy and water sectors. It is familiar
with local government through its role
under the State ‘rate-capping’ laws. It has
good links with other organisations and
sectors, something which is needed to
ensure councils stay up to date with good
practice.

344, This investigation recommends the
Minister for Local Government and Local
Government Victoria work with the
Essential Services Commission and its
minister, the Assistant Treasurer, to drive
this much-needed change.

345, The Victorian Ombudsman recognises
it also has a role to play as a complaints
body for local councils. Pending changes
to local government laws and regulations,
this report sets out on page 90 this office’s
own view on what a good approach to
financial hardship looks like.

346. This office welcomes advice from some
councils that they will review their policies
and procedures for ratepayers in hardship
as a result of this report. The result
promises to provide better outcomes for
councils and ratepayers.
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Opinion

347. On the basis of the evidence obtained in
the investigation, the Ombudsman has
formed the opinion that the following
practices at some local councils are
‘wrong’ pursuant to section 23(1)(g) of the
Ombudsman Act:

+ failing to inform ratepayers of all the
statutory options available to councils
to address financial hardship

» adopting a blanket policy that council
will not waive or defer rates, or will
limit the circumstances in which they
will do so, without considering the
merits of ratepayers’ applications

» charging penalty interest when
ratepayers are meeting their
obligations under payment
arrangements, or have had rates
deferred on the basis of financial
hardship

» failing to ensure debt collector
contractors are subject to clear and
enforceable standards regarding
ratepayers in financial hardship

* restricting options available to
ratepayers in financial hardship once
a matter has been referred to a debt
collector contractor.

opinion




Recommendations

The Ombudsman makes the following
recommendations pursuant to section 23(2) of
the Ombudsman Act:

To the Minister for Local Government and the
Assistant Treasurer

Recommendation 1 - Stronger laws
and standards

Seek changes to relevant local
government legislation and regulations to:

a. ensure a clear, consistent definition
of ‘financial hardship’

b. empower the Essential Services
Commission and the Minister
for Local Government to issue
standards (in the form of a code
of practice or guidelines) for rates
hardship relief, including where
rates debts are associated with
family violence

c. require councils to have a rates
hardship policy. The policy should
include provisions related to
economic abuse associated with
family violence.

d. require councils to include hardship
relief information on their websites
and rates notices

e. give councils discretion to waive
or defer rates and interest for
individual ratepayers without an
application

f.  recognise payment plans or
arrangements as one of the
statutory options for responding
to ratepayers in financial hardship,
along with waivers and deferrals
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g. provide for the Minister for Local
Government and the Essential
Services Commission to set a
maximum interest rate that may
be charged by councils where a
ratepayer is complying with the
conditions of a payment plan or
arrangement or a deferral

h. require councils to make reasonable
efforts to contact a ratepayer
before taking legal action to recover
unpaid rates

i.  require councils to report data on
rates hardship relief through the
Local Government Performance
Reporting Framework (or another
appropriate reporting mechanism).

The Department of Jobs, Precincts and
Region’s response:

The Department’s response to the
recommendations in this report said:

The report’s recommendations will be
considered in the context of the Victorian
Government’s response to the Local
Government Rating System Review final
report. The government committed to
ensuring that the rating system is set

out in primary legislation and provides
transparent and flexible ways for councils
to treat ratepayers facing financial hardship
fairly.

The Victorian Government has committed
to designating local government rates as
a form of taxation in statute. This benefits
the nature of rates and the status of local
governments as a distinct and essential
tier of government as per the Victorian
Constitution Act 1975. In considering
ratepayer circumstances of financial
hardship, alignment with the best practices
of the State Revenue Office (SRO) and
Australian Taxation Office (ATO) will be
sought wherever possible.




To Local Government Victoria (in the
Department of Jobs, Precincts and Regions)

Recommendation 2 - Building
knowledge and skills

Work with the Essential Services
Commission, councils and local
government professional associations to
develop training and guidance material
(such as model hardship policies) on
dealing with rates hardship applications
and debt recovery, including in relation to
the following matters:

a. identifying indicators of financial
hardship

b. assessing financial hardship
applications and determining the
most appropriate relief options

c. identifying indicators of family
violence and responding to
ratepayers who have disclosed
family violence.

The Department’s response:

Accepted.
The Department said:

[it] will work with councils and local
government professional associations to
develop training and guidance material,
centred around future iterations of the
Revenue and Rating Plan as required by the
Local Government Act 2020 and work on
developing model financial hardship policy
requirements ... [T]his work will take its lead
from the best practice approaches of the
SRO and ATO and aavice will be sought
from these entities along with the Essential
Services Commission. This work will also
support improved collaboration by councils
with financial counsellors and other groups
as per Recommendation Four.

Recommendation 3 - Use of debt
collectors

Work with councils, the Municipal
Association of Victoria and Procurement
Australasia to ensure that arrangements
with debt collection agents:

a. are subject to clear and enforceable
standards

b. require debt collection agents to
comply with the ACCC and ASIC
guidelines for debt collection

c. require debt collection agents to
be familiar with and comply with
council rates hardship policies

d. require debt collection agents to
inform ratepayers of all statutory
options available for hardship relief

e. refer ratepayers who disclose
financial hardship to the council for
consideration.

The Department’s response:

Accepted. The Department said:

Improvements to the use of debt collectors
by councils will be included in the work to
develop training and guidance material,
centred around future iterations of the
Revenue and Rating Plan as required by
the Local Government Act 2020 and work
on developing model financial hardship
policy requirements.

Recommendation 4 - Building
collaboration

Work with the Essential Services
Commission, councils and local
government professional associations to
build regular and ongoing consultation
with financial counsellors, community legal
groups and other sectors and organisations
that work with people in financial hardship.

The Department’s response:

Accepted.

recommendations




What does a good approach to financial

hardship look like?

Information for ratepayers

* having a rates hardship policy that sets out
hardship relief options, eligibility for those
options and how to apply

* making the policy easily accessible online
and in hard copy on request

* publishing a plain English explanation
of the policy online and in hard copy on
request

* providing the summary in accessible
formats appropriate to the community
eg community languages, audio or video
versions or Easy English or Easy Read
versions.

* having a communication strategy for
reaching ratepayers in hardship eg
prominent information on rates notices,
use of local media and social media,
offering information through local support
services

* using customer-focused, effective
language in communication

* ensuring council officers dealing with
ratepayers are familiar with the rates
hardship policy

Application processes

* making it clear when farmers, or other
people who live at their place of business,
are eligible for hardship relief

* making application processes
proportionate to the relief sought by the
ratepayer eg accepting verbal applications
for payment plans or deferrals under three
months

* seeking only relevant information from
ratepayers and ensuring guestions are not
intrusive
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* requiring supporting documents only

where necessary, for example in cases of:
o long-term hardship relief
o relief for a significant rates debt
o a waiver of rates or interest
o

situations where the council considers
the ratepayer is not providing
honest and accurate information

» offering referrals to financial counsellors,

but being flexible if ratepayers do not want
to see or apply through such a service

consulting with local financial counsellors
to ensure referral schemes operate
effectively

offering assistance to complete application
forms in appropriate cases.

Early intervention

» taking proactive steps to identify

ratepayers who may be in hardship
regarding their rates, for example
ratepayers who miss due dates, request
payment plans or disclose hardship or
other vulnerabilities

informing ratepayers about alternative
payment options, the hardship policy and
available support services.

Payment options

» offering alternative payment options to

help ratepayers budget and pay for rates
eg Centrepay and monthly instalment
options.




Hardship relief

* developing a hardship agreement

appropriate to the ratepayers’ individual
financial circumstances

» considering all options for providing

hardship relief:

o a payment plan or arrangement
based on the ratepayer’s capacity
to pay

o a short term deferral

o along term or indefinite deferral,
under which the debt accrues as a

charge on the land and is recovered
when the land is sold or transferred

o a rate waiver under the Local
Government Act

o an interest waiver under the Local
Government Act

o referral to a financial counselling or
other support organisation.

* considering whether it is appropriate to

charge any interest while the ratepayer is
complying with the hardship agreement
or where the ratepayer is a pensioner or
otherwise vulnerable

charging interest at a rate not exceeding
the market rate plus the costs of
administering the arrangement, where the
ratepayer is complying with the hardship
agreement.

reconsidering the hardship agreement if
the ratepayers’ circumstances change.

Debt recovery

* ensuring debt management policies and

practices are consistent with the ACCC
and ASIC’s debt collection guidelines

determining a risk-based debt recovery
strategy appropriate to the size and age of
the debt and the ratepayer’s circumstances

ensuring any debt collectors contracted
by the council are subject to clear and
enforceable requirements to:

o be familiar with the council’s rates
hardship policy

o inform the ratepayer of the council’s
rates hardship policy where there
are reasonable grounds to believe
the ratepayer is in financial hardship

o offer information in accessible
formats where there are reasonable
grounds for believing the ratepayer
has trouble speaking, reading or
writing in English

o inform the council where ratepayers
disclose financial hardship

o not contact ratepayers who are
complying with their hardship
agreement

« not taking legal action unless:

o there have been reasonable efforts
to contact the ratepayer about the
debt, including checking council’s
address for the ratepayer is correct

o the ratepayer has been informed of
the council’s hardship policy and
how to apply

what does a good approach to financial hardship look like?




o the cost of the legal action is
proportionate to the size and age
of the debt

o the council can demonstrate
consideration of any known financial
hardship or vulnerability eg status as
a pensioner, history of family violence,
mental health concerns. Councils
may opt not to take legal action
against pensioners or other vulnerable
groups as a matter of policy, or may
require senior manager approval
before taking any action.

* considering waiving legal costs where
it becomes clear the ratepayer was in
hardship at the time of legal action or
where the legal costs are exacerbating the
ratepayer’s hardship.

Decision-making and reporting

* managing conflicts of interest within
the council by deciding hardship relief
applications outside rates or revenue
collection teams

* ensuring staff who decide applications
have relevant training or experience in
identifying and responding to financial
hardship

e ensuring provision for hardship relief is
factored into the council’'s annual budget

« developing timeliness and quality targets
for deciding hardship applications

* developing referral arrangements and
regular consultation with local financial
counselling and support organisations

* reporting regularly to senior council
managers on hardship relief applications,
hardship agreements and debt recovery
actions
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* reporting publicly on hardship relief
applications, hardship agreements and
debt recovery actions, either in annual
reports or through statutory performance
reporting arrangements

» keeping proper records of council
decisions.

Disputes and complaints

» advising ratepayers who are dissatisfied
with the council’s decision about internal
complaint and review options

* advising ratepayers who are dissatisfied
about external complaint options, including
the Victorian Ombudsman.
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Appendix 1: Council summaries

The following pages set out basic information about rates and hardship practices at each local
council in Victoria.

Each page is a brief summary of council practices compiled in early 2021. Anyone planning to apply
for hardship relief should check the council’s website or contact the council for detailed, up to date
information about what the council offers, whether they qualify and how to apply.

The following section explains where the information is from, what it means and any important

limitations.

Population This information is from the Australian Bureau of Statistics’ ‘Data by
Region’ webpage. It shows the estimated resident population for the
council in 2019.

Index of Relative Socio- The Australian Bureau of Statistics ranks Victoria’s council areas from

Economic Disadvantage 1to 80 according to their level of socio-economic disadvantage. It
considers factors such as income levels, unemployment, education
levels, job types and access to a car or the internet. The data in this
report shows the Bureau’s 2016 rankings. The council ranked T is the
most disadvantaged council area and the council ranked ‘80’ is the
least disadvantaged council area.

Council type Local Government Victoria groups councils into five types as part
of its Local Government Performance Reporting Framework -
Metropolitan, Interface, Regional City, Large Shire and Small Shire.

Rateable properties This shows the number of properties (known as assessments) liable to

(assessments) pay council rates in 2019-20. The number is taken from councils’ 2019-
20 budget documents. The number of properties liable to pay rates
changes over time as new properties are developed. The number in
council budget documents generally shows the number of properties
at the start of 2019-20.

Average rates This shows the average amount of rates charged by the council in
2019-20. It comes from Local Government Victoria’s Know Your
Council website.

Budgeted income from This shows how much of the council’s income in 2019-20 came from

rates rates. It comes from Local Government Victoria’s Know Your Council
website.

Extra payment options This shows whether the council lets ratepayers pay their rates through

Centrepay or through monthly, fortnightly or weekly instalments.

Hardship policy This shows whether the council had a written hardship policy at the
time this report was drafted.

www.ombudsman.vic.gov.au




Rates waivers, Deferrals
and Payment Plans

Interest rate and Interest
waiver

Other

Debt collection agent

Number of court actions

Number of land sales

COVID rates help

This shows whether the council will consider these options where

a ratepayer in financial hardship. It shows the rules that apply to
rates for primary residences. Many councils have different rules

for investment properties, commercial and other properties. Some
councils offer deferrals and waivers only in limited circumstances.
Where there are limits, they are noted in brackets. This information is
based on council’s public information (policies and websites) as well
information provided by councils during the investigation.

This shows the rate of interest charged by the council on unpaid rates
and whether the council is willing to consider waiving that interest.
Where councils told us they charge no interest or a different rate

of interest for deferred rates or payment plans, this is noted. These
sections show the rules that apply to rates for primary residences
only. The information is based on council’s public information (policies
and websites) as well information provided by councils during the
investigation.

Some councils also offer extra types of assistance for ratepayers in
hardship. Where a council drew that to the investigation’s attention, it
is noted here.

This information shows whether the council uses a debt collection
agent to help it recover unpaid rates. It is based on information
provided by the council during the investigation.

This shows the number of Magistrate Court actions brought by the
council to recover unpaid rates. It was obtained from the Magistrates
Court and is based on the number of actions classified in its

systems as ‘arrears of rates’. The data is for all ratepayers, not just
homeowners. Some councils told the investigation their records are
different to the Court’s data. This may be because of the way the
action is classified in the different systems. Where councils told us
this, it is noted on the page.

This shows the number of properties that were sold or transferred
by the council under section 181 of the Local/ Government Act 1989
because of unpaid rates. The data is for all ratepayers, not just
homeowners. It is based on information provided by the State’s land
registry, Land Use Victoria.

This section shows the special assistance offered by the council
during the COVID-19 pandemic. Some councils had already stopped
offering this assistance when this report was drafted. Anyone
planning to apply for help should check the council website or
contact the council to find out whether the assistance is still available,
whether they qualify for help and how to apply.
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Alpine Shire Council

Rates and hardship practices

o 4

Y

Type Population Index of Relative
Small Shire 12,814 Socio-Economic
Disadvantage:

39 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

8,807 in 2019-20
$1,684 in 2019-20

59 per cent in 2019-20
No

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:
Other:

Yes

Yes (in exceptional cases)

Yes

Yes

Penalty interest

Yes

Rates relief for ratepayers impacted by 2019-20 bushfires

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold
Due date extension for 2019-20 rates
Interest-free payment plans

Yes

10 in 2018-19
9in 2019-20
0in 2018-19
0in 2019-20

Extra waivers for commmercial ratepayers

www.ombudsman.vic.gov.au




Ararat Rural City Councill

Rates and hardship practices

mw

Type Population Index of Relative
Small Shire 11,845 Socio-Economic
Disadvantage:
8 of 80

Council rates - All properties
Rateable properties (assessments): 7164 in 2019-20

Average rates: $2,077 in 2019-20
Budgeted income from rates: 61 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly or 18 fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes (in Rating and Revenue Strategy)

Rates waivers: Yes

Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Other: Grace period of 30 days before any interest charged

Debt recovery - All properties

Debt collection agent: No

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-20 rates
Interest-free payment plans and deferrals
Rate cut of one per cent in 2020-21
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Ballarat City Council

Rates and hardship practices
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Type Population Index of Relative

Regional City 109,505 Socio-Economic
Disadvantage:

29 of 80

Council rates - All properties
Rateable properties (assessments): 53,728 in 2019-20

Average rates: $1,877 in 2019-20
Budgeted income from rates: 67 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 139 in 2018-19
22 in 2019-20

Number of land sales: 0 in 2018-19
0in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-20 rates
Interest-free deferrals and payment plans
No court action for unpaid rates

Zero per cent rate rise for 2020-2021

www.ombudsman.vic.gov.au




Banyule City Council

Rates and hardship practices

ZaN
1l

 E—

Type Population Index of Relative
Metropolitan 131,631 Socio-Economic
Disadvantage:

70 of 80

Council rates - All properties
Rateable properties (assessments): 55,080 in 2019-2020

Average rates: $1,866 in 2019-20
Budgeted income from rates: 66 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No (under review)

Deferrals: Yes (for long term cases of extreme financial hardship)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: No

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
Extra rates waivers
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Bass Coast Shire Councill

Rates and hardship practices

My ..
. . T
N,
Disadvantage: “’ *‘#‘5"”

22 of 80

Council rates - All properties
Rateable properties (assessments): 31,526 in 2019-20

Average rates: $1,540 in 2019-20
Budgeted income from rates: 77 per cent in 2019-20
Extra payment options: Arrangements to pay by other instalments*

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (in extreme circumstances where making any payment
would cause further distress)

Payment plans: Yes

Interest rate: 50 per cent of penalty interest for deferred rates
Penalty interest for other unpaid rates

Interest waiver: Yes (if payment of interest would exacerbate the problem,

capped at 50 per cent of penalty interest)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 38 in 2018-19*"
9in 2019-20

Number of land sales: 2in 2018-19

1in 2019-20 (land was sold in 2018-19 but not transferred
until 2019-20)

COVID rates help

Interest-free deferrals and payment plans

* The Council’s Financial Hardship Policy states that Council will ‘[cJonsider applications from ratepayers to deviate from the standard
payment options by entering into an appropriate payment arrangement’.

** The Council’s records differ slightly from the Magistrates Court’s records for this year. The number shown is based on the Council’s
records.

www.ombudsman.vic.gov.au




Baw Baw Shire Councll

Rates and hardship practices

m i &

Type Population Index of Relative
Large Shire 53,396 Socio-Economic
Disadvantage:
46 of 80

Council rates - All properties
Rateable properties (assessments): 26,414 in 2019-20

Average rates: $1,969 in 2019-20
Budgeted income from rates: 69 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (if payment plan not an option)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 89 in 2018-19
74 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Due date extension for fourth 2019-2020 rates instalment
Interest-free deferrals and payment plans
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Bayside City Councill

Rates and hardship practices
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Type Population Index of Relative ‘.‘\_/\
Metropolitan 106,862 Socio-Economic
Disadvantage:
79 of 80

Council rates - All properties
Rateable properties (assessments): 45,888 in 2019-20

Average rates: $1,796 in 2019-20
Budgeted income from rates: 74 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: No (Council uses Municipal Association of Victoria 2013
guidelines)

Rates waivers: No

Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 24 in 2018-19
10 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans

www.ombudsman.vic.gov.au




Benalla Rural City Council

Rates and hardship practices
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 E—

Type Population
SINEIRS G 14,037

s

N

Index of Relative

Socio-Economic
Disadvantage:
16 of 80

Council rates - All properties

Rateable properties (assessments): 8,024 in 2019-20

Average rates:
Budgeted income from rates:
Extra payment options:

$1,850 in 2019-20
57 per cent in 2019-20

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

4 in 2018-19
0in 2019-20
0 in 2018-19
0 in 2019-20

Interest-free deferrals and payment plans

No legal action for unpaid rates
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Boroondara City Councill

Rates and hardship practices
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Type Population Index of Relative
Metropolitan 183,199 Socio-Economic
Disadvantage:

78 of 80

Council rates - All properties
Rateable properties (assessments): 77,686 in 2019-20

Average rates: $2,006 in 2019-20
Budgeted income from rates: 79 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Generally not

Deferrals: Yes

Payment plans: Yes

Interest rate: 2.32 per cent in 2019-20 for people who are eligible for

State Government rates concession and have had a hardship
application approved by Council
Penalty interest for other ratepayers

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 92 in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
No debt collection for unpaid rates

www.ombudsman.vic.gov.au




Brimbank City Council

Rates and hardship practices

Population Index of Relative

Metropolitan 209,523 Socio-Economic
Disadvantage:

3 of 80

Council rates - All properties
Rateable properties (assessments): 78,389 in 2019-20

Average rates: $1,679 in 2019-20
Budgeted income from rates: 76 per cent in 2019-20
Extra payment options: Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: No
Payment plans: Yes
Interest rate: No interest on payment plans for ratepayers in financial

hardship (where ratepayer complies with arrangement)
Penalty interest in other cases
Interest waiver: Yes (capped at 12 months)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 628 in 2018-19
416 in 2019-20

Number of land sales: 1in 2018-19
0in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans
No court action for unpaid rates

Zero per cent rate rise for 2020-2021
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Buloke Shire Councill

Rates and hardship practices

mw 85 &

Type Population Index of Relative
Small Shire 6,124 Socio-Economic
Disadvantage:
24 of 80

Council rates - All properties
Rateable properties (assessments): 6,259 in 2019-20

Average rates: $1,939 in 2019-20
Budgeted income from rates: 50 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes (capped at five per cent of Capital Improved Value)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 0 in 2018-19
0 in 2019-20*
Number of land sales: 1in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free payment plans
No court action for unpaid rates

* The Council’s records differ slightly from the Magistrates Court’s records for this year. The number shown is based on the Council’s
records.

www.ombudsman.vic.gov.au




Campaspe Sh

ire Council

Rates and hardship practices
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Population
37,622

Type
Large Shire

N7

Index of Relative
Socio-Economic
Disadvantage:
23 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

20,791in 2019-20
$1,784 in 2019-20
53 per cent in 2019-20

Weekly, fortnightly or monthly payments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 82 in 2018-19
25in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free payment plans
No debt collection for unpaid rates
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Cardinia Shire Council

Rates and hardship practices

g

Type Population Index of Relative
Interface 12,159 Socio-Economic
Disadvantage:
59 of 80

Council rates - All properties
Rateable properties (assessments). 45,423 in 2019-20

Average rates: $1,711in 2019-20
Budgeted income from rates: 75 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (extreme financial hardship only)

Deferrals: Yes

Payment plans: Yes

Interest rate: No interest charged on deferred or payment plan amounts
(unless ratepayer defaults on arrangement)

Interest waiver: Yes

Other: Extra rebate for people receiving JobSeeker

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 234 in 2018-19
103 in 2019-20

Number of land sales: 0in 2018-19
1in 2019-20*

COVID rates help

Interest hold

Due date extension for 2019-2020 rates
Interest-free deferrals and payment plans
Extra rebate for people with Health Care Cards
No court action for unpaid rates

* The Council’s records differ slightly from Land Use Victoria’s records. The number shown on this page is based on the Council’s records.

www.ombudsman.vic.gov.au




Casey City Councill

Rates and hardship practices

m & &

Type Population Index of Relative
Interface 353,872 Socio-Economic
Disadvantage:
49 of 80

Council rates - All properties
Rateable properties (assessments): 124,503 in 2019-20

Average rates: $1,567 in 2019-20
Budgeted income from rates: 71 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (exceptional circumstances only and capped at $500
unless Council resolves otherwise)

Deferrals: Yes (capped at three years)

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 670 in 2018-19*
0 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Due date extension for 2019-2020 rates
Interest-free deferrals and payment plans

* The Council’s records differed from the Magistrates Court’s records for this year. The number shown is based on the Council’'s
records.
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Central Goldfields Shire Councll

Rates and hardship practices

m & &

Type Population Index of Relative
Small Shire 13,186 Socio-Economic
Disadvantage:
1 0of 80

Council rates - All properties
Rateable properties (assessments): 8,467 in 2019-20

Average rates: $1,419 in 2019-20
Budgeted income from rates: 55 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes (capped at 10 per cent of Capital Improved Value)
Payment plans: Yes
Interest rate: No interest charged on deferred rates
Penalty interest in other cases
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 41in 2018-19
16 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates

www.ombudsman.vic.gov.au




Colac Otway Shire Councll

Rates and hardship practices
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Type Population Index of Relative
Large Shire 21,564 Socio-Economic
Disadvantage:
20 of 80

Council rates - All properties
Rateable properties (assessments): 15,395 in 2019-20

Average rates: $1,811 in 2019-20
Budgeted income from rates: 58 per cent in 2019-20
Extra payment options: Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (only for natural disaster or emergency events, capped
at 50 per cent of rates unless Council resolves otherwise)

Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 1in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
No debt collection for unpaid rates
1.5 per cent rate rise in 2020-21 (which is below the two per cent rate cap)
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Corangamite Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 16,020 Socio-Economic
Disadvantage:
28 of 80

Council rates - All properties
Rateable properties (assessments): 9,626 in 2019-20

Average rates: $2,063 in 2019-20
Budgeted income from rates: 49 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments*

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (capped at 12 months)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 18 in 2018-19
10 in 2019-20

Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Due date extension for 2019-20 rates
Interest-free payment plans and deferrals
No court action for unpaid rates

Zero per cent rate rise for 2020-21

* At the time this report was drafted, this option was not described on the Council’'s website or rates notices, but Council advised
the investigation it is available to ratepayers.

www.ombudsman.vic.gov.au




Darebin City Council

Rates and hardship practices

Population Index of Relative

Metropolitan 164,184 Socio-Economic
Disadvantage:

50 of 80

Council rates - All properties
Rateable properties (assessments): 71,417 in 2019-20

Average rates: $1,756 in 2019-20
Budgeted income from rates: 74 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (capped at 50 per cent of Capital Improved Value)

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Other Extra rebate for people eligible for State Government rates
concession

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free payment plans and deferrals
No court action for unpaid rates
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East Gippsland Shire Councll

Rates and hardship practices
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Type Population Index of Relative
Large Shire 47,316 Socio-Economic
Disadvantage:
19 of 80
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Council rates - All properties
Rateable properties (assessments): 31,728 in 2019-20

Average rates: $1,599 in 2019-20
Budgeted income from rates: 50 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments by direct debit or an ‘arrangement
to pay’ by other instalments

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes

Payment plans: Yes

Interest rate: Varying arrangements for deferred rates*

Penalty interest for payment plans
Interest waiver: Yes
Other: Extra rebate for people eligible for State Government concession

Rates relief for ratepayers impacted by 2019-20 bushfires

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 24 in 2018-19
80 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

No court action for unpaid rates

Zero per cent rate rise for 2020-21

* At the time this report was drafted, the Council’s Financial Hardship Policy said interest would be charged ‘at a reduced rate, which
will reflect the official 180-day bank bill rate applicable at the end of the previous month’. The Council told the investigation it charges

penalty interest on deferred rates. It said it will be updating the Policy to note that interest ‘may’ be charged. It noted there have been
cases where it charged no interest at all on deferred rates.

www.ombudsman.vic.gov.au




Frankston City Councill

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 142,643 Socio-Economic
Disadvantage:

48 of 80

Council rates - All properties
Rateable properties (assessments): 62,727 in 2019-20

Average rates: $1,589 in 2019-20
Budgeted income from rates: 69 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments by direct debit or an ‘arrangement
to pay’ by weekly, fortnightly or monthly payments

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: 50 per cent of penalty interest rate for deferred rates

No interest charged for payment plans if financial counsellor
states ratepayer is in financial hardship (capped at 24 months)
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 412 in 2018-19
490 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest waived

No court action for unpaid rates

Extra rebate for people on JobSeeker

Extra rebate for people meeting hardship criteria
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Gannawarra Shire Council

Rates and hardship practices

mw

Type Population Index of Relative
Small Shire 10,472 Socio-Economic
IEETVE L ETSTH
18 of 80

Council rates - All properties
Rateable properties (assessments): 6,760 in 2019-20

Average rates: $1,611 in 2019-20
Budgeted income from rates: 45 per cent in 2019-20
Extra payment options: Centrepay

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 4 in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free payment plans
No court action for unpaid rates

www.ombudsman.vic.gov.au




Glen Eira City Councill

Rates and hardship practices
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Type Population Index of Relative

Disadvantage:
74 of 80

Metropolitan 156,511 Socio-Economic \" '

Council rates - All properties
Rateable properties (assessments): 67107 in 2019-20

Average rates: $1,404 in 2019-20
Budgeted income from rates: 63 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes (extreme circumstances only)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 26 in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates
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Glenelg Shire Council

Rates and hardship practices

m o &

Type Population Index of Relative
Large Shire 19,674 Socio-Economic
Disadvantage:
12 of 80

Council rates - All properties
Rateable properties (assessments): 13,832 in 2019-20

Average rates: $1,399 in 2019-20
Budgeted income from rates: 45 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 35in 2018-19
40 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Due date extension for 2019-20 rates

Interest-free deferrals and payment plans

No referrals to debt collection agent for unpaid rates
Zero per cent rate rise for 2020-21

www.ombudsman.vic.gov.au




Golden Plains Shire Councill

Rates and hardship practices
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Type Population Index of Relative
Large Shire 23,722 Socio-Economic
Disadvantage:
61 of 80

Council rates - All properties
Rateable properties (assessments): 11,076 in 2019-20

Average rates: $1,839 in 2019-20
Budgeted income from rates: 58 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty rate or other rate determined by Council
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 15 in 2018-19
0 in 2019-20

Number of land sales: 3in 2018-19
0in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

No court action for unpaid rates

Extra rates waiver for people receiving JobSeeker, businesses receiving JobKeeper and people who
can demonstrate 30 per cent or more income reduction

appendix 1




Greater Bendigo City Council

Rates and hardship practices
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Type Population Index of Relative

Regional City 118,093 Socio-Economic
Disadvantage:

310of 80

Council rates - All properties
Rateable properties (assessments): 58,689 in 2019-20

Average rates: $1,710 in 2019-20
Budgeted income from rates: 66 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (only if ratepayer enters a payment plan, capped at
12 months and 50 per cent of Capital Improved Value)

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 127 in 2018-19
27 in 2019-20
Number of land sales: 1in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-2020 rates
Interest-free deferrals and payment plans
No court action for some unpaid rates

www.ombudsman.vic.gov.au




Greater Dandenong City Council

Rates and hardship practices
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Type Population Index of Relative
Metropolitan 168,201 Socio-Economic
Disadvantage:

2 of 80

Council rates - All properties
Rateable properties (assessments): 65,942 in 2019-20

Average rates: $1,839 in 2019-20
Budgeted income from rates: 72 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in extreme circumstances only and capped at $500
unless Council resolves otherwise)

Deferrals: Yes

Payment plans: Yes

Interest rate: Market interest for deferred rates
Penalty interest for other unpaid rates

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 0in 2018-19
319 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

No court action for unpaid rates

Extra rebate for people receiving JobSeeker or State Government rates concession (for rates on
principal place of residence)
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Greater Geelong City Councill

Rates and hardship practices

m o

Type Population Index of Relative

Regional City 258,934 Socio-Economic
Disadvantage:

41 of 80

Council rates - All properties
Rateable properties (assessments): 125,928 in 2019-20

Average rates: $1,603 in 2019-20
Budgeted income from rates: 62 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly or 20 fortnightly instalments by direct debit or
individual instalment arrangements*

Hardship relief - Primary residences

Hardship policy: Yes (spread across policies including Rating Strategy)

Rates waivers: Yes*”

Deferrals: Yes

Payment plans: Yes

Interest rate: For deferred rates, interest rate set by Council Rating Strategy

(3.8 per cent in 2020-21)
For payment plans, no interest where ratepayer complies with plan
Penalty interest in other cases

Interest waiver: Yes*"*

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 272 in 2018-19
127 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

Extra rates waivers for businesses required to fully close and in ‘exceptional circumstances’
No debt recovery for unpaid rates

* The Council advertises monthly and fortnightly direct debit instalments on its website. It told the investigation it can also create
one-off arrangements to suit ratepayer’s circumstances.

«"At the time this report was drafted, the Council’'s Rating Strategy provided for three specific waiver schemes. They included a
‘Rates Assistance Waiver’ for low income homeowners whose property valuation has increased significantly because of changes in
the property market.

***The Council’'s Rating Strategy and website do not discuss interest waivers, but the Council advised that they are available.

www.ombudsman.vic.gov.au




Greater Shepparton City Council

Rates and hardship practices
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Disadvantage:
14 of 80
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Council rates - All properties
Rateable properties (assessments): 31,280 in 2019-20

Average rates: $2,219 in 2019-20*
Budgeted income from rates: 61 per cent in 2019-20
Extra payment options: Centrepay

Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (only for people eligible for State Government rates
concession and capped at 10 per cent of Capital Improved Value)

Payment plans: Yes

Interest rate: Penalty interest

No interest charged for payment plans (unless ratepayer
defaults on agreement)
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 128 in 2018-19
78 in 2019-20

Number of land sales: 1in 2018-19
0in 2019-20

COVID rates help

Interest hold
Interest-free payment plans

* When this report was drafted. Local Government Victoria’s Know Your Council website listed the Council’s average rates as $2,542.
The Council told the investigation that figure is incorrect because it includes some additional charges. It said its average rates were
in fact $2,219.
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Hepburn Shire Council

Rates and hardship practices
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Type Population Index of Relative
Small Shire 15,975 Socio-Economic
Disadvantage:

44 of 80

Council rates - All properties
Rateable properties (assessments): 11,268 in 2019-20

Average rates: $1,566 in 2019-20*
Budgeted income from rates: 65 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 61in 2018-19
6 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Due date extensions for 2019-20 and 2020-21 rates
Interest-free deferrals

www.ombudsman.vic.gov.au




Hindmarsh Sh

ire Council

Rates and hardship practices
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Population
5,588

Type
Small Shire

Index of Relative
Socio-Economic

Disadvantage:
10 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

5124 in 2019-20
$1,508 in 2019-20

37 per cent in 2019-20
Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
Yes
No
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

No extra rates measures announced

Yes

8in 2018-19

2in 2019-20
0 in 2018-19

0in 2019-20
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Hobsons Bay City Councll

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 97,751 Socio-Economic
Disadvantage:

55 of 80

Council rates - All properties
Rateable properties (assessments): 42,295 in 2019-20

Average rates: $2,372 in 2019-20*
Budgeted income from rates: 79 per cent in 2019-20
Extra payment options: Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances only, capped at the lesser of
$10,000 or 12 months’ rates value)

Deferrals: Yes

Payment plans: Yes

Interest rate: No interest for deferred rates
Penalty interest for payment plans

Interest waiver: Yes

Other: Extra Council rebate for people eligible for State Government

rates concession

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
38in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

Due date extensions for 2019-20 and 2020-21 rates
One-off ‘rate adjustments’ (rebates)

No court action for unpaid rates

www.ombudsman.vic.gov.au




Horsham Rural City Council

Rates and hardship practices
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Type Population Index of Relative ’t_&h‘
A

Regional City 19,921 Socio-Economic
Disadvantage:

30 of 80
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Council rates - All properties
Rateable properties (assessments): 12,454 in 2019-20

Average rates: $2,015 in 2019-20*
Budgeted income from rates: 56 per cent in 2019-20
Extra payment options: Centrepay

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes (capped at 50 per cent of Capital Improved Value)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 4in 2018-19
8in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest waivers
Interest-free deferrals and payment plans
No legal action for unpaid rates
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Hume City Councill

Rates and hardship practices
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Type Population
Interface 233,471

Py
Index of Relative
Socio-Economic

Disadvantage:
13 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

88,234 in 2019-20

$1,981in 2019-20

63 per cent in 2019-20

Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Debt recovery - All prope

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

No

No

Yes

Yes

Penalty interest

Yes (capped at one third of interest)

rties

Yes

0in 2018-19
1in 2019-20
0in 2018-19
0 in 2019-20

Interest-free deferrals and payment plans
Extra rebate for residential ratepayers

www.ombudsman.vic.gov.au




Indigo Shire Councill

Rates and hardship practices

om0

Type Population Index of Relative
Small Shire 16,701 Socio-Economic
Disadvantage:

57 of 80

Council rates - All properties
Rateable properties (assessments): 8,859 in 2019-20

Average rates: $1,554 in 2019-20
Budgeted income from rates: 58 per cent in 2019-20
Extra payment options: Monthly or fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes (capped at $1,000 if granted)
Deferrals: Yes (for people eligible for State Government rates concession,

self-funded retirees and extreme and long term cases of
hardship; capped at 50 per cent of Capital Improved Value or
30 per cent of equity in property)

Payment plans: Yes

Interest rate: 50 per cent of penalty interest for deferred rates
Penalty interest for payment plans

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 2in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-20 rates
Interest-free payment plans

No court action for unpaid rates
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Kingston City Councll

Rates and hardship practices
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Type Population Index of Relative I ‘.
Metropolitan 165,782 Socio-Economic
Disadvantage:
65 of 80

Council rates - All properties
Rateable properties (assessments): 75,043 in 2019-20

Average rates: $1,741 in 2019-20
Budgeted income from rates: 65 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)

Deferrals: Yes (for people with a Pensioner Concession Card or a
Veterans Affairs Gold Card)

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes (capped at one interest waiver every five years)*

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 334 in 2018-19
201in 2019-20
Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-20 rates

Interest-free deferrals and payment plans

Extra rebate for people receiving JobSeeker and businesses receiving JobKeeper

*In response to a draft of this report, the Council advised there are exceptions to this policy.

www.ombudsman.vic.gov.au




Knox City Council

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 164,538 Socio-Economic
Disadvantage:

68 of 80

Council rates - All properties
Rateable properties (assessments): 67,562 in 2019-20

Average rates: $1,524 in 2019-20*
Budgeted income from rates: 69 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Generally not

Deferrals: Yes (for eligible pensioners and people receiving unemployment
benefits, capped at 10 per cent of Capital Improved Value)

Payment plans: Yes

Interest rate: Market interest plus two per cent for deferred rates
Penalty interest for payment plans

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates
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Latrobe City Council

Rates and hardship practices

m o

Type Population Index of Relative

Regional City 75,561 Socio-Economic
Disadvantage:

4 of 80

Council rates - All properties
Rateable properties (assessments): 38,752 in 2019-20

Average rates: $1,542 in 2019-20*
Budgeted income from rates: 60 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes*

Payment plans: Yes

Interest rate: Penalty interest*”
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 145 in 2018-19
62 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans
No court action for unpaid rates
Zero per cent rate rise for 2020-21

* At the time this report was drafted, the Council’s Financial Hardship policy stated ‘A deferral is only permitted for one year up to

a maximum of three years, with a new application being required to be submitted and assessed each year’. However, the Council
advised that it considers deferrals on a case by case basis and can be flexible depending on the circumstances.

** At the time this report was drafted, the Council’s Financial Hardship policy stated ‘If the payment arrangement is complete within
the same financial year in respect of which the rates are levied, no interest will be charged’. The Council clarified that it may waive
interest in some circumstances.

www.ombudsman.vic.gov.au




Loddon Shire

Councill

Rates and hardship practices
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Type Population
SInEIRSIE 7,504

Index of Relative
Socio-Economic
IEETVE L ETSTH
9 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

7814 in 2019-20

$1,277 in 2019-20*

39 per cent in 2019-20

Centrepay

Weekly, fortnightly or monthly instalments by direct debit
Rates Payment Card (pay in instalments at Post Office)

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
Yes
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold
No court action for unpaid rates

Yes

16 in 2018-19
7 in 2019-20
31in 2018-19

0in 2019-20
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Macedon Ranges Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 50,231 Socio-Economic
Disadvantage:
71 of 80

Council rates - All properties
Rateable properties (assessments): 22,895 in 2019-20

Average rates: $1,843 in 2019-20
Budgeted income from rates: 62 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (capped at two years)

Deferrals: Yes (capped at two years)

Payment plans: Yes

Interest rate: Usually penalty interest but depends on recommendation from
ratepayer’s financial counsellor

Interest waiver: Yes (capped at two years)

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 162 in 2018-19
187 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
No court action for unpaid rates

www.ombudsman.vic.gov.au




Manningham City Council

Rates and hardship practices
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Type Population Index of Relative ‘.
Metropolitan 127,573 Socio-Economic
Disadvantage:
72 of 80

Council rates - All properties
Rateable properties (assessments): 50,347 in 2019-20

Average rates: $1,788 in 2019-20
Budgeted income from rates: 79 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes (only if Capital Improved Value rises by more than 30
per cent in one year, capped at 50 per cent of rates increase)
Deferrals: Yes
Payment plans: Yes
Interest rate: No interest charged on payment plans where Council accepts

there is financial hardship
Penalty interest in other cases
Interest waiver: Yes
Other: Partial rebate for people with Low Income Health Care Cards

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Due date extension for 2019-20 rates
Interest-free deferrals and payment plans
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Mansfield Shire Councll

Rates and hardship practices
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Type Population Index of Relative
Small Shire 9176 Socio-Economic
Disadvantage:

56 of 80

Council rates - All properties
Rateable properties (assessments): 7,786 in 2019-20

Average rates: $1,537 in 2019-20
Budgeted income from rates: 65 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (exceptional circumstances)
Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 12 in 2018-19
15 in 2019-20

Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates

www.ombudsman.vic.gov.au




Maribyrnong City Councill

Rates and hardship practices
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Type Population
Metropolitan 93,448

"

v

Index of Relative ’ \i'

Socio-Economic l
Disadvantage:
43 of 80

Council rates - All properties

Rateable properties (assessments):

Average rates:

Budgeted income from rates:

Extra payment options:

40,992 in 2019-20

$2,283 in 2019-20

74 per cent in 2019-20

Monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Numlber of court actions:

Number of land sales:

COVID rates help

Yes

9in 2018-19
134 in 2019-20
0in 2018-19
0in 2019-20

Interest-free deferrals and payment plans
Extra rebates for eligible businesses

No court action for unpaid rates

Zero per cent rate rise in 2020-21
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Maroondah City Council

Rates and hardship practices

w6

Type Population Index of Relative
Metropolitan 118,558 Socio-Economic
Disadvantage:
66 of 80

Council rates - All properties
Rateable properties (assessments): 50,148 in 2019-20

Average rates: $1,520 in 2019-20
Budgeted income from rates: 69 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Generally no*

Payment plans: Yes

Interest rate: Penalty interest (Council may hold interest for up to six months
for ratepayers experiencing financial or other hardship)

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free payment plans
No court action for unpaid rates

* At the time this report was drafted, the Council's Rate Collection and Financial Hardship policy stated ‘It is not the usual practice for
Council to waiver or defer rates or charges’. The Council advised there are exceptions and it currently has two deferrals in place.

www.ombudsman.vic.gov.au




Melbourne City Council

Rates and hardship practices
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Type Population Index of Relative

Disadvantage:
52 of 80

Metropolitan 178,955 Socio-Economic \‘. '

Council rates - All properties
Rateable properties (assessments): 120,198 in 2019-20

Average rates: $2,445 in 2019-20
Budgeted income from rates: 60 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)
Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 95 in 2018-19
6in 2019-20

Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans
Zero per cent rate rise in 2020-21
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Melton City Councill

Rates and hardship practices
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Type Population Index of Relative
Interface 164,895 Socio-Economic
Disadvantage:

40 of 80

Council rates - All properties
Rateable properties (assessments): 59,341in 2019-20

Average rates: $1,584 in 2019-20
Budgeted income from rates: 71 per cent in 2019-20
Extra payment options: Centrepay

Monthly or fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (for people eligible for the State Government rates concession,
capped at 30 per cent of current year’s rates and charges)

Deferrals: Yes

Payment plans: Yes

Interest rate: Market interest for deferred rates
Penalty interest for payment plans

Interest waiver: Yes (capped at 12 months)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 418 in 2018-19
263 in 2019-20

Number of land sales: 0in 2018-19
1in 2019-20

COVID rates help

Interest-free deferrals and payment plans

Extra rates rebate for people receiving Centrelink payments
No court action for unpaid rates

Zero per cent rate rise in 2020-21

www.ombudsman.vic.gov.au




Mildura Rural City Council

Rates and hardship practices
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Type Population Index of Relative

Regional City 55,777 Socio-Economic
Disadvantage:

5 of 80

Council rates - All properties
Rateable properties (assessments): 29,332 in 2019-20

Average rates: $2,093 in 2019-20
Budgeted income from rates: 61 per cent in 2019-20
Extra payment options: Centrepay

Monthly or fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes (in exceptional circumstances)
Deferrals: Yes (for people eligible for the State Government rates concession

or unemployed for three months, capped at three years and
25 per cent of Capital Improved Value)

Payment plans: Yes

Interest rate: 50 per cent of penalty interest rate for deferred rates
Penalty interest for payment plans

Interest waiver: Yes (capped at 12 months and not available for consecutive
periods)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: Min 2018-19
101in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest holds
Interest-free deferrals and payment plans
Rates relief packages of up to $2,000 for business rates
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Mitchell Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 46,082 Socio-Economic
Disadvantage:
47 of 80

Council rates - All properties
Rateable properties (assessments): 21,066 in 2019-20

Average rates: $1,805 in 2019-20
Budgeted income from rates: 63 per cent in 2019-20
Extra payment options: Eleven monthly payments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes

Payment plans: Yes

Interest rate: Market interest for deferred amounts
Penalty interest for payment plans

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 15 in 2018-19
108 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Due date extension for 2019-20 rates

www.ombudsman.vic.gov.au




Moira Shire Council

Rates and hardship practices

m

Type Population
Large Shire 29,925

N7

Index of Relative
Socio-Economic
Disadvantage:

15 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

17,564 in 2019-20
$1,673 in 2019-20
62 per cent in 2019-20

Weekly, fortnightly or 10 monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

40 in 2018-19
50 in 2019-20
4 in 2018-19
0in 2019-20

Interest-free deferrals and payment plans

No court action for unpaid rates
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Monash City Councill

Rates and hardship practices

w6

Type Population Index of Relative
Metropolitan 202,847 Socio-Economic
Disadvantage:

67 of 80

Council rates - All properties
Rateable properties (assessments): 80,119 in 2019-20

Average rates: $1,529 in 2019-20
Budgeted income from rates: 66 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)

Deferrals: Yes

Payment plans: Yes

Interest rate: For deferred rates, zero interest for ‘eligible recipient pensioners’

and 2.5 per cent for other ratepayers
Penalty interest for payment plans

Interest waiver: Yes

Other: Extra Council rebate for people eligible for State Government
rates concession

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 57 in 2018-19
0 in 2019-20

Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals
Ten per cent waiver for all ratepayers

www.ombudsman.vic.gov.au




Moonee Valley City Council

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 130,294 Socio-Economic
Disadvantage:

62 of 80

Council rates - All properties

Rateable properties (assessments):

Average rates:

Budgeted income from rates:
Extra payment options:

57,040 in 2019-20
$1,823 in 2019-20

69 per cent in 2019-20
No

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:

Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

131in 2018-19
1in 2019-20*
0in 2018-19
0 in 2019-20

Interest-free deferrals and payment plans

No court action for unpaid rates

* The Council’s records differ from the Magistrates Court’s records for these years. The number shown is based on the Council’s

records.
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Moorabool Shire Council

Rates and hardship practices

o

Type Population
Large Shire 35,049

N7

Index of Relative
Socio-Economic
Disadvantage:

53 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

17,091 in 2019-20

$1,763 in 2019-20

66 per cent in 2019-20

Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes

Yes

Yes (capped at 10 per cent of Capital Improved Value)
Yes

Penalty interest

Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

35in 2018-19
22 in 2019-20
2in 2018-19
0 in 2019-20

Interest-free deferrals and payment plans

No court action for unpaid rates

www.ombudsman.vic.gov.au




Moreland City Council

Rates and hardship practices
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Type Population Index of Relative I

Metropolitan 185,767 Socio-Economic ‘
Disadvantage:
54 of 80

Council rates - All properties
Rateable properties (assessments): 80,962 in 2019-20

Average rates: $1,714 in 2019-20
Budgeted income from rates: 72 per cent in 2019-20
Extra payment options: Centrepay

Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)

Deferrals: Yes (may be capped at 50 per cent of Capital Improved Value)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 224 in 2018-19
126 in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

No court action for unpaid rates

Extra rebate for pensioners and Health Care Card holders
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Mornington Peninsula Shire Council

Rates and hardship practices

mw

Type Population Index of Relative
Interface 167,636 Socio-Economic
Disadvantage:
60 of 80

Council rates - All properties
Rateable properties (assessments): 101,863 in 2019-20

Average rates: $1,452 in 2019-20
Budgeted income from rates: 77 per cent in 2019-20
Extra payment options: Centrepay

Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes

Payment plans: Yes (capped at 12 months)
Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 121in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold for commercial ratepayers

www.ombudsman.vic.gov.au




Mount Alexander Shire Council

Rates and hardship practices

m o

Type Population Index of Relative
Large Shire 19,754 Socio-Economic
Disadvantage:
42 of 80

Council rates - All properties
Rateable properties (assessments): 11,730 in 2019-20

Average rates: $1,650 in 2019-20
Budgeted income from rates: 65 per cent in 2019-20
Extra payment options: Centrepay

Monthly or fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes (capped at six months)

Payment plans: Yes

Interest rate: No interest charged on deferred rates or payment plans
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 14 in 2018-19
28in 2019-20

Number of land sales: 0in 2018-19
1in 2019-20

COVID rates help

Interest hold
Interest-free payment plans
No court action for unpaid rates
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Moyne Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 16,953 Socio-Economic
Disadvantage:

8 of 80

Council rates - All properties
Rateable properties (assessments): 12,210 in 2019-20

Average rates: $1,480 in 2019-20
Budgeted income from rates: 49 per cent in 2019-20
Extra payment options: Centrepay

Hardship relief - Primary residences

Hardship policy: No
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: No

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 66 in 2018-19
36 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Zero per cent rate rise in 2020-21

www.ombudsman.vic.gov.au




Murrindindi Shire Councill

Rates and hardship practices
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Population
14,570

Type
Small Shire

N7

Index of Relative

Socio-Economic
Disadvantage:
45 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

9,909 in 2019-20
$1,802 in 2019-20
60 per cent in 2019-20

Fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes

Generally not
Yes

Yes

Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

0 in 2018-19
0 in 2019-20
0 in 2018-19
0in 2019-20

Interest-free deferrals and payment plans

No court action for unpaid rates
Zero per cent rate rise for 2020-21
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Nillumbik Shire Council

Rates and hardship practices

w6

Type Population Index of Relative
Interface 65,094 Socio-Economic
Disadvantage:
80 of 80

Council rates - All properties
Rateable properties (assessments): 23,627 in 2019-20

Average rates: $2,381in 2019-20
Budgeted income from rates: 74 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest for deferred rates

For payment plans, no interest for first 12 months for
pensioners and people on an approved financial hardship plan*
Penalty interest for other payment plans

Interest waiver: Yes (capped at 12 months)

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 36 in 2018-19
34 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
Zero per cent rate rise for 2020-21

* At the time this report was drafted, the Council’s Financial Hardship Policy stated that interest is charged after the first 12 months
at the penalty interest rate.

www.ombudsman.vic.gov.au




Northern Grampians Shire Council

Rates and hardship practices
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Type Population Index of Relative
Small Shire 11,402 Socio-Economic
Disadvantage:
6 of 80

Council rates - All properties
Rateable properties (assessments): 9,342 in 2019-20

Average rates: $1,608 in 2019-20
Budgeted income from rates: 54 per cent in 2019-20
Extra payment options: Monthly and fortnightly instalments by direct debit*

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 7 in 2018-19
9in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates

* At the time this report was drafted, the Council's website and rates notices only mentioned fortnightly instalments, but the
Council advised that monthly instalments are also available.
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Port Phillip City Council

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 115,601 Socio-Economic
Disadvantage:

73 of 80

Council rates - All properties
Rateable properties (assessments): 72,883 in 2019-20

Average rates: $1,755 in 2019-20
Budgeted income from rates: 58 per cent in 2019-20
Extra payment options: Nine or ten monthly instalments*

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Generally not (capped at $1,000 if granted)

Deferrals: Yes (except for aged pensioners and Seniors Card holders,
deferrals are only granted until 30 June of the rating year)

Payment plans: Yes

Interest rate: 50 per cent of penalty interest rate on deferred rates for aged

pensioners and holders of Seniors Cards, Pensioner Concession
Cards or Veterans’ Affairs Gold Cards
Penalty interest for other deferred rates and payment plans

Interest waiver: Yes
Other: Extra rebate for people eligible for the State Government rates
concession

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 37 in 2018-19
12 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans
Rates waiver for residential owner-occupied properties (maximum of $1,000)

* Council advised that it is usually offers ten monthly instalments, but this has been reduced to nine instalments for 2020-21.
Additional payment options are also available for pensioners.

www.ombudsman.vic.gov.au




Pyrenees Shire Council

Rates and hardship practices

m o

Type Population
Small Shire 7,472

Index of Relative

Socio-Economic
Disadvantage:
17 of 80

Council rates - All properties

Rateable properties (assessments):

Average rates:
Budgeted income from rates:
Extra payment options:

6,010 in 2019-20
$1,407 in 2019-20

47 per cent in 2019-20
Centrepay

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest-free deferrals
No court action for unpaid rates

Yes

18 in 2018-19
12 in 2019-20
0in 2018-19

31in 2019-20
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Borough of Queenscliffe

Rates and hardship practices

Population Index of Relative
Small Shire 2,940 Socio-Economic
Disadvantage:

75 of 80

Council rates - All properties
Rateable properties (assessments): 3,083 in 2019-20

Average rates: $2,101in 2019-20
Budgeted income from rates: 65 per cent in 2019-20
Extra payment options: Centrepay

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: No

Deferrals: Yes (capped at 50 per cent of Capital Improved Value)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: No

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 1in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
No court action for unpaid rates

www.ombudsman.vic.gov.au




South Gippsland Shire Councll

Rates and hardship practices

m

Type Population
Large Shire 29,914

N7

Index of Relative
Socio-Economic
Disadvantage:
35 of 80

Council rates - All properties

Rateable properties (assessments):

Average rates:

Budgeted income from rates:

Extra payment options:

19,779 in 2019-20
$2,014 in 2019-20

64 per cent in 2019-20
No

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
No
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest-free deferrals

Yes

6 in 2018-19
18 in 2019-20
0 in 2018-19
2in 2019-20
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Southern Grampians Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 16,100 Socio-Economic
Disadvantage:

37 of 80

Council rates - All properties

Rateable properties (assessments): 10,975 in 2019-20

Average rates: $1,707 in 2019-20

Budgeted income from rates: 47 per cent in 2019-20

Extra payment options: Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 17 in 2018-19
15 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold on fourth 2019-20 instalment
Interest-free deferrals and payment plans
Two per cent reimbursement of 2020-21 rates on application

www.ombudsman.vic.gov.au




Stonnington City Council

Rates and hardship practices

it

Population Index of Relative
17,768 Socio-Economic
Disadvantage:

77 of 80
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Type
Metropolitan

QeI
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Council rates - All properties

64,456 in 2019-20
$1,444 in 2019-20

65 per cent in 2019-20
Centrepay

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold

Yes

204 in 2018-19
1in 2019-20
0in 2018-19

0 in 2019-20

Interest-free deferrals and payment plans

Two per cent rate waiver (to offset

two per cent rate rise in 2020-21. In effect, this meant there was

no increase in Council rates in 2020-21)
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Strathbogie Shire Councll

Rates and hardship practices

mw

Type Population Index of Relative
Small Shire 10,781 Socio-Economic
Disadvantage:
26 of 80

Council rates - All properties
Rateable properties (assessments): 7,606 in 2019-20

Average rates: $2142 in 2019-20
Budgeted income from rates: 63 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 20in 2018-19
18 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

www.ombudsman.vic.gov.au




Surf Coast Shire Council

Rates and hardship practices

mw 0 &

Type Population Index of Relative
Large Shire 33,456 Socio-Economic
Disadvantage:
76 of 80

Council rates - All properties
Rateable properties (assessments): 22,347 in 2019-20

Average rates: $2,033 in 2019-20
Budgeted income from rates: 68 per cent in 2019-20
Extra payment options: Ten monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes

Payment plans: Yes

Interest rate: No more than cash rate plus one per cent for deferred rates
Penalty interest for payment plans

Interest waiver: No

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0 in 2018-19
2in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans
Rates waiver in exceptional circumstances
No court action for unpaid rates
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Swan Hill Rural City Council

Rates and hardship practices

mw

Type Population Index of Relative
Large Shire 20,649 Socio-Economic
Disadvantage:
1 of 80

Council rates - All properties
Rateable properties (assessments): 12,002 in 2019-20

Average rates: $2,029 in 2019-20
Budgeted income from rates: 54 per cent in 2019-20
Extra payment options: Centrepay

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in circumstances of ‘dire financial hardship’ or where
commercial decision made not to pursue debt)

Deferrals: Yes (in long term cases of extreme financial hardship)

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 1in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans

www.ombudsman.vic.gov.au




Towong Shire Councill

Rates and hardship practices
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Type Population Index of Relative
Small Shire 6,040 Socio-Economic
Disadvantage:
38 of 80

Council rates - All properties
Rateable properties (assessments): 4,480 in 2019-20*

Average rates: $1,722 in 2019-20
Budgeted income from rates: 34 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes*”

Rates waivers: No

Deferrals: No

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: No

Other: Rates relief for ratepayers impacted by 2019-20 bushfires

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 4 in 2018-19
0 in 2019-20

Number of land sales: 0in 2018-19
0in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans
Zero per cent rate rise for 2020-21

* The Council's 2019-20 budget listed the number of assessments as 4,905. This included non-rateable properties. The Council
advised the correct figure is 4,480.
** The Council provided a written policy for its COVID rates assistance, but not a general hardship policy.
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Wangaratta Rural City Councill

Rates and hardship practices

o 6

Type Population
Regional City 29,187

vy
Index of Relative
Socio-Economic

Disadvantage:
32 of 80

Council rates - All properties

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

15,659 in 2019-20

$1,725 in 2019-20

49 per cent in 2019-20

Weekly, fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Debt recovery - All prope

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest hold
Interest-free payment plans

Yes
No
Yes
Yes
Penalty interest
Yes

rties

Yes

31in 2018-19
36 in 2019-20
0in 2018-19
0 in 2019-20

www.ombudsman.vic.gov.au




Warrnambool City Council

Rates and hardship practices

w6

Type Population
Regional City 35,181

N 7

Index of Relative
Socio-Economic
Disadvantage:
34 of 80

Council rates - All properties

Rateable properties (assessments):

Average rates:

Budgeted income from rates:

Extra payment options:

17,383 in 2019-20
$1,946 in 2019-20

55 per cent in 2019-20
No

Hardship relief - Primary residences

Hardship policy:
Rates waivers:
Deferrals:
Payment plans:
Interest rate:
Interest waiver:

Yes
Yes
Yes
Yes
Penalty interest
Yes

Debt recovery - All properties

Debt collection agent:
Number of court actions:

Number of land sales:

COVID rates help

Interest-free deferrals

Yes

26 in 2018-19
37 in 2019-20
0in 2018-19
0 in 2019-20
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Wellington Shire Council

Rates and hardship practices
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Type Population Index of Relative
Large Shire 44,380 Socio-Economic
Disadvantage:
25 of 80

Council rates - All properties
Rateable properties (assessments). 32,478 in 2019-20

Average rates: $1,695 in 2019-20
Budgeted income from rates: 63 per cent in 2019-20
Extra payment options: Nine monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Generally not
Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 16 in 2018-19*
0 in 2019-20

Number of land sales: 3in 2018-19
1in 2019-20

COVID rates help

Interest hold
Zero per cent rate rise for 2020-21

* The Council's records differ slightly from the Magistrates Court’s records for this year. The number shown is based on the Council’s
advice,

www.ombudsman.vic.gov.au




West Wimmera Shire Councill

Rates and hardship practices
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Type Population Index of Relative
Small Shire 3,841 Socio-Economic
Disadvantage:
33 of 80

Council rates - All properties

Rateable properties (assessments): 4,729 in 2019-20
Average rates: $1,545 in 2019-20
Budgeted income from rates: 38 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: Yes
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0in 2018-19
0 in 2019-20

Number of land sales: 3in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans

No court action for unpaid rates
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Whitehorse City Council

Rates and hardship practices
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Type Population Index of Relative

Metropolitan 178,739 Socio-Economic \
Disadvantage:

69 of 80

Council rates - All properties
Rateable properties (assessments): 74,341in 2019-20

Average rates: $1,584 in 2019-20
Budgeted income from rates: 60 per cent in 2019-20
Extra payment options: No

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No
Deferrals: Yes
Payment plans: Yes
Interest rate: Penalty interest minus five per cent
Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 342 in 2018-19
55 in 2019-20
Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest hold and reductions

Due date extension for some rates instalments

Deferrals and payment plans at reduced interest

Online payment calculator (which helps ratepayers work out the minimum payments they need to
make to pay their rates in full by 31 May 2021)

www.ombudsman.vic.gov.au




Whittlesea City Council

Rates and hardship practices
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Type Population Index of Relative
Interface 230,238 Socio-Economic
Disadvantage:
36 of 80

Council rates - All properties
Rateable properties (assessments): 87,075 in 2019-20

Average rates: $1,674 in 2019-20
Budgeted income from rates: 70 per cent in 2019-20
Extra payment options: 18 fortnightly or nine monthly instalments

Monthly instalments on set dates by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)*
Deferrals: Yes (capped at three rating years)*”
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 533 in 2018-19
39in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold
Interest-free deferrals and payment plans

* When this report was drafted, Council’s Financial Hardship Policy for Residential Property Owners (Municipal Rates & Charges)
stated ‘Council will only consider the waiving of rates and charges (partial or whole) in exceptional circumstances and only by way
of Council resolution.” The Council advised that waivers are assessed on application.

** When this report was drafted, Council’s Policy stated ‘A deferral (partial or whole) may be for a defined period of up to three
rating years only by way of Council resolution.” The Council advised that deferrals are also assessed on application
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Wodonga City Council

Rates and hardship practices
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Index of Relative ” “‘
Socio-Economic
Disadvantage:

27 of 80

Type
Regional City
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Council rates - All properties

19,669 in 2019-20

$1,991in 2019-20

72 per cent in 2019-20

Nine monthly instalments by direct debit

Rateable properties (assessments):
Average rates:

Budgeted income from rates:
Extra payment options:

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in extreme circumstances)
Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 27 in 2018-19
18 in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Interest-free payment plans

No debt recovery for unpaid rates
Zero per cent rate rise for 2020-21

www.ombudsman.vic.gov.au




Wyndham City Council

Rates and hardship practices
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Type Population Index of Relative
Interface 270,487 Socio-Economic
Disadvantage:
51 of 80

Council rates - All properties
Rateable properties (assessments): 101,208 in 2019-20

Average rates: $1,789 in 2019-20
Budgeted income from rates: 61 per cent in 2019-20
Extra payment options: Monthly or fortnightly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in extreme hardship situations)
Deferrals: Yes

Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes
Number of court actions: 664 in 2018-19
541in 2019-20
Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans
Extra rebates for pensioners and people receiving JobSeeker
No court action for unpaid rates
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Yarra City Council

Rates and hardship practices

EaN = et B
s | Gy i

—! ¥ 5

Type Population Index of Relative ‘.
Metropolitan 101,495 Socio-Economic
Disadvantage:
63 of 80

Council rates - All properties
Rateable properties (assessments). 54,579 in 2019-20

Average rates: $2,031in 2019-20
Budgeted income from rates: 60 per cent in 2019-20
Extra payment options: Ten monthly instalment by direct debit

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes

Deferrals: Yes

Payment plans: Yes

Interest rate: Usually penalty interest but depends on recommmendation from
ratepayer’s financial counsellor

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions:* 168 in 2018-19
23in 2019-20

Number of land sales: 0 in 2018-19
0 in 2019-20

COVID rates help

Interest-free deferrals and payment plans
Extra rebate for people with a Pensioner Concession Card or Veterans’ Affairs Gold Card
No court action for unpaid rates

* See paragraph 248 of the report. The Council advised the investigation that its records differ from the Magistrate Court data but it
could not provide its own data in the time available.

www.ombudsman.vic.gov.au




Yarra Ranges Shire Council

Rates and hardship practices
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Type Population Index of Relative
Interface 159,462 Socio-Economic
Disadvantage:

64 of 80

Council rates - All properties
Rateable properties (assessments): 65,693 in 2019-20

Average rates: $1,907 in 2019-20
Budgeted income from rates: 75 per cent in 2019-20
Extra payment options: Fortnightly or monthly instalments by direct debit

Hardship relief - Primary residences

Hardship policy: Yes
Rates waivers: No*
Deferrals: Yes
Payment plans: Yes
Interest rate: No penalty interest for 12 months where ratepayer has rates

deferred under a financial hardship agreement (ratepayer can
reapply after 12 months)
Penalty interest in other cases

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 378 in 2018-19
75 in 2019-20

Number of land sales: 0in 2018-19
0in 2019-20

COVID rates help

Interest hold

Interest-free deferrals and payment plans
No court action for unpaid rates

Waivers to maintain rates at 2019-20 level

* When this report was drafted, the Council’s Rates Recovery and Financial Hardship Policy stated ‘"Where Ratepayers are unable to
make their rate payments on time or at all, they can make application for deferral or waiver. If Council is satisfied that any applicant
will suffer financial hardship, consideration will be given to deferral or waiver (or a combination of both).” Council advised it offered
waivers as part of its COVID rates assistance but does not offer rates waivers in other circumstances.
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Yarriambiack Shire Council

Rates and hardship practices
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Type Population Index of Relative
Small Shire 6,639 Socio-Economic
Disadvantage:
7 of 80

Council rates - All properties
Rateable properties (assessments): 6,939 in 2019-20

Average rates: $1,634 in 2019-20
Budgeted income from rates: 50 per cent in 2019-20
Extra payment options: Centrepay

Hardship relief - Primary residences

Hardship policy: Yes

Rates waivers: Yes (in exceptional circumstances)
Deferrals: Yes (if ratepayer enters a payment plan)
Payment plans: Yes

Interest rate: Penalty interest

Interest waiver: Yes

Debt recovery - All properties

Debt collection agent: Yes

Number of court actions: 0 in 2018-19
2in 2019-20

Number of land sales: 0in 2018-19
0 in 2019-20

COVID rates help

Interest hold

Due date extension for 2019-20 rates
Interest-free deferrals and payment plans
No court action for unpaid rates

www.ombudsman.vic.gov.au
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Victorian Ombudsman’s Parliamentary Reports tabled since

April 2014

2021

2020

Investigation into the Department of Jobs,
Precincts and Regions’ administration of the
Business Support Fund

April 2021

Outsourcing of parking fine internal reviews -
a follow-up report

March 2021

Investigation of protected disclosure complaints
regarding the former Principal of a Victorian
public school

February 2021

www.ombudsman.vic.gov.au

Investigation into the detention and treatment
of public housing residents arising from a
COVID-19 ‘hard lockdown’ in July 2020

December 2020

Investigation into complaints about assaults
of five children living in Child Protection
residential care units.

October 2020

Investigation into corporate credit card misuse
at Warrnambool City Council

October 2020

Investigation into review of parking fines by the
City of Melbourne.

September 2020

Investigation into the planning and delivery of
the Western Highway duplication project

July 2020

Ombudsman’s recommendations - third report
June 2020

Investigations into allegations of nepotism in
government schools

May 2020

Investigation of alleged improper conduct by
Executive Officers at Ballarat City Council

May 2020

Investigation into three councils’ outsourcing of
parking fine internal reviews

February 2020




2019

2018

Investigation of matters referred from the
Legislative Assembly on 8 August 2018

December 2019

WorkSafe 2: Follow-up investigation into the
management of complex workers compensation
claims

December 2019

Investigation into improper conduct by a
Council employee at the Mildura Cemetery
Trust

November 2019

Revisiting councils and complaints
October 2019

OPCAT in Victoria: A thematic investigation
of practices related to solitary confinement of
children and young people

September 2019

Investigation into Wellington Shire Council’s
handling of Ninety Mile Beach subdivisions

August 2019

Investigation into State Trustees
June 2019

Investigation of a complaint about Ambulance
Victoria

May 2019

Fines Victoria complaints
April 2019

VicRoads complaints
February 2019

Investigation into the imprisonment of a
woman found unfit to stand trial

October 2018

Investigation into allegations of improper
conduct by officers at Goulburn Murray Water

October 2018

Investigation of three protected disclosure
complaints regarding Bendigo South East
College

September 2018

Investigation of allegations referred by
Parliament’s Legal and Social Issues
Committee, arising from its inquiry into youth
justice centres in Victoria

September 2018

Complaints to the Ombudsman: resolving them
early

July 2018

Ombudsman’s recommendations - second
report

July 2018

Investigation into child sex offender Robert
Whitehead’s involvement with Puffing Billy and
other railway bodies

June 2018

Investigation into the administration of the
Fairness Fund for taxi and hire car licence
holders

June 2018

Investigation into Maribyrnong City Council’s
internal review practices for disability parking
infringements

April 2018

Investigation into Wodonga City Council’s
overcharging of a waste management levy

April 2018

Investigation of a matter referred from the
Legislative Council on 25 November 2015

March 2018

victorian ombudsman parliamentary reports




Victorian Ombudsman’s Parliamentary Reports tabled since

April 2014

2017

20716

Investigation into the financial support
provided to kinship carers

December 2017

Implementing OPCAT in Victoria: report and
inspection of the Dame Phyllis Frost Centre

November 2017

Investigation into the management of
maintenance claims against public housing
tenants

October 2017

Investigation into the management and
protection of disability group home residents
by the Department of Health and Human
Services and Autism Plus

September 2017

Enquiry into the provision of alcohol and drug
rehabilitation services following contact with
the criminal justice system

September 2017

Investigation into Victorian government school
expulsions

August 2017

Report into allegations of conflict of interest
of an officer at the Metropolitan Fire and
Emergency Services Board

June 2017

Apologies
April 2017

Investigation into allegations of improper
conduct by officers at the Mount Buller and
Mount Stirling Resort Management Board

March 2017

Report on youth justice facilities at the
Grevillea unit of Barwon Prison, Malmsbury and
Parkville

February 2017

Investigation into the Registry of Births, Deaths
and Marriages’ handling of a complaint

January 2017

www.ombudsman.vic.gov.au

Investigation into the transparency of local
government decision making

December 2016

Ombudsman enquiries: Resolving complaints
informally

October 2016

Investigation into the management of complex
workers compensation claims and WorkSafe
oversight

September 2016

Report on recommendations
June 2016

Investigation into Casey City Council’s Special
Charge Scheme for Market Lane

June 20716

Investigation into the misuse of council
resources

June 2016

Investigation into public transport fare evasion
enforcement

May 2016




2015

2014

Reporting and investigation of allegations
of abuse in the disability sector: Phase 2 -
incident reporting

December 2015

Investigation of a protected disclosure
complaint regarding allegations of improper
conduct by councillors associated with political
donations

November 2015

Investigation into the rehabilitation and
reintegration of prisoners in Victoria

September 2015

Conflict of interest by an Executive Officer in
the Department of Education and Training

September 2015

Reporting and investigation of allegations
of abuse in the disability sector: Phase 1 -
the effectiveness of statutory oversight

June 2015

Investigation into allegations of improper
conduct by officers of VicRoads

June 2015

Investigation into Department of Health
oversight of Mentone Gardens, a Supported
Residential Service

April 2015

Councils and complaints - A report on current
practice and issues

February 2015

Investigation into an incident of alleged
excessive force used by authorised officers

February 2015

Investigation following concerns raised by
Community Visitors about a mental health
facility

October 2014

Investigation into allegations of improper
conduct in the Office of Living Victoria

August 2014

victorian ombudsman parliamentary reports




Victorian Ombudsman
Level 2, 570 Bourke Street
Melbourne VIC 3000

Phone 03 9613 6222
Email complaints@ombudsman.vic.gov.au
www.ombudsman.vic.gov.au




20210721 Audit and Risk Committee Meeting

10 Next Meeting

Next meeting is scheduled to be held on Wednesday 15 September 2021.
Virtual Meeting - to be confirmed.

11 Close

The meeting closed at 11.00am.

Liana Thompson
Chief Executive Officer
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