TOWN OF EAST FREMANTLE

DIFFERENTIAL GENERAL RATES AND MINIMUM PAYMENTS - OBJECTS &
REASONS FOR THE 2023/24 RATING YEAR

In accordance with section 6.36 of the Local Government Act 1995 and Council’s
‘Notice of Intention to Levy Differential General Rates and Minimum Payments’, the
following information details the objectives and reasons for those proposals.

EXECUTIVE SUMMARY
The following rating principles are proposed in this Statement of Rating Objects and
Reasons for the 2023/24 rating year:

e Gross Rental Values apply to the following differential general rate categories;
Residential and Commercial.

e Properties are rated according to Town Planning zonings and predominant
land use with each having a separate calculated rate in the dollar to achieve
greater equity across all sectors.

e The Town of East Fremantle currently charges rates to six sporting clubs that
are categorized as ‘Sporting Clubs — Commercial’, and rated under the
Commercial GRV category. They are the East Fremantle Lawn Tennis Club,
East Fremantle Bowling Club, East Fremantle Football Club, Fremantle
Rowing Club, East Fremantle Yacht Club and Swan Yacht Club.

e The current Gross Rental Values have a date of valuation of 1 August 2021 —
that is, the Town has received a general valuation with valuations to come into
force on 1 July 2023.

¢ Following the general valuation, Residential valuations have increased, with a
medium increase of 20.23% Total residential Gross Rental Valuations have
increased from $91,121,692 to $109,559,717 because of the general
valuation.

e ltis very important for both ratepayers and Council to recognize that changes
in land values do not automatically drive changes to individual rate bills.
Council amends the rate in the dollar to offset any significant movement in
aggregate valuations to maintain the rate yield, and the relative rates burden
placed on each category.

e There is significant volatility in residential valuation movements because of



the general valuation — some valuations have decreased, some have
remained steady, whilst others have increased. Whether individual property
rates have increased will depend on the comparative value of each property,
and how the value has changed relative to other properties.

e The rate in the dollar for Residential GRVs has been amended from 7.9432
cents to 6.854 cents.

e The rate in the dollar for Commercial GRVs has been amended from 11.83
cents to 11.598 cents.

e The proposed rates model will yield $9,030,442 in gross rate revenue, which
is a 4.5% increase in total rate yield on rate revenue from the prior year.

e Given the comparative movements in individual residential property
valuations, the following impacts will arise:

- 1428 properties will receive an increase less than 4.5%
- 1507 properties will receive an increase greater than 4.5%
- 325 properties will receive a rate reduction.

e The Town has considered the Department of Local Governments Rating
Policy and the rating principles of objectivity, fairness and equity, consistency,
transparency and administrative efficiency when setting the rate in the dollar.
Unfortunately, the Town does not have a mechanism to smooth individual
residential valuations, which are determined by Landgate, which is a State
Government Statutory Authority.

WHAT ARE RATES?
Rates are a tax levied on all rateable properties within the boundaries of the Town of
East Fremantle in accordance with the Local Government Act 1995.

The overall objective of the proposed rates in the 2023/24 Budget is to provide for
the net funding requirements of the Town’s services, activities, financing costs and
the current and future capital requirements of the Town, after taking into account all
other forms of revenue.

The formulation of a rating system is about achieving a means by which Council can
raise sufficient revenue to pay for the services it provides. Throughout Australia, the
basis of using property valuations has been found to be the most appropriate means
of achieving rating equity; however, the achievement of a wholly equitable rating
system for all properties, in all areas, is a difficult task if it is based on the property
valuations alone. For this reason there are refinement options made available, such
as differential rating, the Town of East Fremantle has elected to use.

In Western Australia, land is valued by Landgate Valuation Services and those values
are forwarded to each local government for rating purposes. Two types of values are
calculated — Gross Rental Value (GRV) which generally applies for urban areas; and
Unimproved Value (UV) which generally applies for rural land. GRV means the gross
annual rental that the land might reasonably be expected to realise if let on a tenancy



from year to year upon condition that the landlord was liable for all rates, taxes and
other charges thereon and the insurance and outgoings necessary to maintain the
value of the land.

LOCAL GOVERNMENT ACT 1995 — RATING PROVISIONS
The Local Government Act 1995 sets out the basis on which differential general rates
may be based as follows:

Section 6.32 (1) of the Local Government Act 1995 states:
(1) When adopting the annual budget, a local government —
a. In order to make up the budget deficiency, is to impose* a general rate on
rateable land within its district, which rate may be imposed either —
i Uniformly; or
ii. Differentially

DIFFERENTIAL GENERAL RATES

(1) A local government may impose differential general rates according to any,
or a combination, of the following characteristics —

(a) the purpose for which the land is zoned, whether or not under a local
planning scheme or improvement scheme in force under the Planning
and Development Act 2005; or

(b) a purpose for which the land is held or used as determined by the
local government; or

(c) whether or not the land is vacant land; or

(d) any other characteristic or combination of characteristics prescribed.

(2) Regulations may —
(a) specify the characteristics under subsection (1) which a local
government is to use; or
(b) limit the characteristics under subsection (1) which a local
government is permitted to use.

(3) Inimposing a differential general rate a local government is not to, without the
approval of the Minister, impose a differential general rate which is more than
twice the lowest differential general rate imposed by it.

(4) If during a financial year, the characteristics of any land which form the basis
for the imposition of a differential general rate have changed, the local
government is not to, on account of that change, amend the assessment of
rates payable on that land in respect of that financial year but this subsection
does not apply in any case where section 6.40(1)(a) applies.

(5) A differential general rate that a local government purported to impose under
this Act before the Local Government Amendment Act 2009 section 39(1)(a)
came into operation is to be taken to have been as valid as if the amendment
made by that paragraph had been made before the purported imposition of
that rate.



MINIMUM PAYMENTS

(1)

(@)

3)

(4)

(5)

(6)

Subject to this section, a local government may impose on any rateable land
in its district a minimum payment which is greater than the general rate which
would otherwise be payable on that land.

A minimum payment is to be a general minimum but, subject to
subsection (3), a lesser minimum may be imposed in respect of any portion
of the district.

In applying subsection (2) the local government is to ensure the general
minimum is imposed on not less than —
(a) 50% of the total number of separately rated properties in the district;
or
(b) 50% of the number of properties in each category referred to in
subsection (6),
on which a minimum payment is imposed.

A minimum payment is not to be imposed on more than the prescribed
percentage of —
(a) the number of separately rated properties in the district; or
(b) the number of properties in each category referred to in
subsection (6),
unless the general minimum does not exceed the prescribed amount.

If a local government imposes a differential general rate on any land on the
basis that the land is vacant land it may, with the approval of the Minister,
impose a minimum payment in a manner that does not comply with
subsections (2), (3) and (4) for that land.

For the purposes of this section a minimum payment is to be applied
separately, in accordance with the principles set forth in subsections (2), (3)
and (4) in respect of each of the following categories —
(a) to land rated on gross rental value; and
(b) to land rated on unimproved value; and
(c) to each differential rating category where a differential general rate is
imposed.



2023/24 BUDGET PROPOSAL

The following are the proposed Differential General Rates and Minimum Payments
for the Town of East Fremantle for the 2023/24 financial year, to be effective from 1
July 2023:

) Number of Rateable A
Rate in A Rate Revenue Interim Rates Total Revenue
RATE TYPE Properties Value
Differential General Rate S S S S S
Residential GRV 0.068540 2,967 104,597,077 7,169,084 19,399 7,188,483
Commercial GRV 0.115980 119 12,321,745 1,429,076 1,429,076
Sub-Totals 3,086 116,918,822 8,598,160 19,399 8,617,559
Minimum
Minimum Payment S
Residential GRV 1,237.00 336 4,962,640 415,632 - 415,632
Commercial GRV 1,850.00 9 79,940 16,650 - 16,650
Sub-Totals 345 5,042,580 432,282 - 432,282
3,431 121,961,402 9,030,442 19,399 9,049,841
Amount from General Rates 9,049,841
Less Concessions 0
Totals 9,030,442 9,049,841

Residential Improved and Not Improved

Characteristics: This differential general rate category imposes a general rate on land
valued on a gross rental value basis, which is zoned, held or used for residential
purposes and having improvements erected on it.

Reasons and Objects: The object of this proposed rate is to apply a base differential
general rate to land zoned and used for residential purposes and to act as the Town’s
benchmark differential rate by which all other GRV rated properties are assessed.
The reason for this rate is to ensure that all ratepayers make a reasonable or
minimum contribution towards the ongoing maintenance and provision of works,
services and facilities throughout the Town. The proposed rate in the dollar of GRV
value for this category is 0.06854 with a minimum payment amount of $1,237. 10%
of residential properties will receive the minimum payment.

Commercial Improved and Not Improved

Characteristics: This differential rate category imposes a rate on land valued on a
gross rental value basis, which is zoned, held or used for commercial purposes and
having improvements erected on it. This category also includes ‘Sporting Clubs —
Commercial’. They are the East Fremantle Lawn Tennis Club, East Fremantle
Bowling Club, Fremantle Rowing Club, East Fremantle Football Club, East Fremantle
Yacht Club and Swan Yacht Club. These clubs generate income through food and
beverage, as well as hire of facilities.

Reasons and Objects: The object of this differential rate category is to apply a rate to




Commercial properties in order to raise additional revenue to offset the costs
associated higher levels of services to properties in this category, such as parking
infrastructure, road construction, maintenance (including building maintenance) and
refurbishment including road drainage systems, urban style guides and parking
compliance. The proposed rate in the dollar of GRV value for this category is 0.11598
with a minimum payment amount of $1,850. 7% of commercial properties will receive
the minimum payment.

SUBMISSIONS:

Submissions are invited from any elector or ratepayer with respect to the
proposed rates and any related matter within 21 days of the date of this notice.
Submissions should be addressed to the Chief Executive Officer, Town of East
Fremantle, PO Box 1097, FREMANTLE WA 6959.

Submissions should be clearly marked ‘Submission — 2023/24 Differential
Rates’.

Gary Tuffin
Chief Executive Officer



