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City of Belmont
Response to Select Committee into Local Government

SUMMARY

The Legislative Council passed a motion to establish a Select Committee into Local
Government, The motion is as per below incorporating the terms of reference;

(1) That a Select Committee into Local Government is established.

(2) The Select Committee is to inquire into how well the system of Local Government is
functioning in Western Australia, with particular reference to -

a) whether the Local Government Act , 995 and related legislation is generally suitable in
its scope, construction and application;

by the scope of antivities of Local Governments;
c) the role of the Department of State administering the Local Government Act 1995 and

related legislation;
d) the role of Elected Members and Chief Executive Officers/employees and whether

these are clearly defined, delineated, understood and accepted;
e) the funding and financial management of Local Governments; and
f) any other related matters the Select Committee identifies as worthy of examination and

Report.

(3) The Select Committee shall comprise five Members.

(4) The Select Committee shall report by no later than I2 months after the motion for its
establishment is agreed to and may, if it sees fit, provide interim reports to the House.

The premise for the City of Belmont response is in accordance with resolved positions and
submissions to the Metropolitan Local Government Review Panel, Local Government
Advisory Board and the Department of Local Government, Sport and Cultural Industries
addressing industry reform and the Local Government Act review.
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Whether the Local Government Act I 995 and related to is Iation is

enerall suitable in its SCO construction and a lieation.

The City of Belmont has in its various submissions highlighted that the legislative
component addressing the Local Government Act , 995 needs in principle to consider:

I. U holdin the General Coin tence Princi to current embodied in the Local
Government Act.

The Local Government Act is founded on the general competence powers principle,
which gives local governments the legal capacity to do anything that is riot prohibited
by law. This principle is uniformly supported by the Local Government sector and that
it should riot be diluted by over-regulating the operations of local government.

2. Provide for a flexible

The Local Government Act works well when local governments apply their general
competence powers within a legislative framework that provides for good governance,
with accountability to the community for decision-making. The Local Government
sector seeks a balanced regulatory approach accompanied by best praofice guidance,
support and assistance,

The Local Government Act should focus on principles and objectives, not on process.
As an example, local governments in 2016 were given the ability to establish Regional
Subsidiaries. A key feature of the model is to enable local governments to establish a
subsidiary that is fit-for purpose by adapting the governing charter to the subsidiary's
purpose and structure. The City of Belmont recognises that Regional Subsidiaries are
an untested quantity. Further modelling is required as essentially its dealings are
funded by member councils which will also share the risk. The City also supported
consideration of involving the Western Australian Treasury as an alternative funding
source for Regional Subsidiaries.

rinci Ies"based is Iative framework.

However, the City of Belmont does not support an amendment to the Local
Government Act 1995enabling the opportunity to establish Beneficial Enterprises. The
ability to form arm's length business entities would allow Councils to develop and
regenerate land is riot something that Councils should be involved in as it has the
potential to lead to misuse and entering into joint venture and partnering relationships
with the private sector on conventional commercial terms is fraught with dangers.

Best practice, guidance material and smart people working together to solve problems
drive innovation; proSCriptive regulation drives compliance for the sake of compliance.

Ultimately, Councils are considered to be generally competent and are accountable to
the community through democratic elections held every two years,

3. Promote a size and scale coin Iiance re jine.

The business of local government is changing with greater demand and expectations
from the Community, The bureaucracy within which local government operates needs
to adapt and to that end so too does the compliance regime.

Local governments in Western Australia vary considerably in respect to their capacity
to raise revenue and their expenditure.

.
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For example, the combined operating budget of the State's 40 smallest local
governments is less than the annual operating expenditure of the State's largest local
government.

The Act currently treats all local governments the same, regardless of their size and
capacity. Through their peak bodies, the Local Government sector has long advocated
for amendments which provide a tailored approach to local government governance to
allow for the differences in capacity that are found across the State.

4. Avoid Red Ta e and de-clutter the extensive re ulato
Local Government Act.

.

Since promulgation of the Local Government Act a number of amendments have been
made which, together with changes to several regulations to support the provisions of
the Local Government Act, albeit that the majority of these amendments appear to be
eroding the general competence powers of local government and increasing red tape
and bureaucracy.

Modern organisations must strike a delicate balance between oversight and red tape.
Accountability measures that go too far can become regulatory burdens that create
unnecessary costs that outweigh their compliance benefits.

In contemporary society there will always be a need to provide for changed
circumstances and needs. Legislative drafters will need to be more consultative and
responsive to these needs in the future.

5. The State Government must not ass' n I is Iative res nsibilities to local
overninents unless there is rovision for resources r uired to fulfil the

responsibilities.

.

Local government is continually faced with cost shifting from other levels of
government, with little or no funding support which consequently is funded through rate
increases at the local level. Local government is recognised by the State Government
as having an excellent property rate based revenue system, hence why the State
Government has utilised local government to collect its Emergency Services Lew etc,
The State Government should not impose responsibilities to local governments without
adequate resourcing.

r line that unde iris the



by The SCO e of activities of Local Governments.

"Begin with the end in mind". To truly provide the best possible system of governance at
the local level, one that will deliver the intended outcome of national and global recognition,
the relationship that exists and the services that are provided at and between both the
State Government and Local Government need to be analysed and agreement reached
before any change is considered.

Local government is an important sphere of Government that undertakes flinchons most
appropriate Iy implemented at the local level. As the sphere of Government closest to
the people, local government affects the daily lives of all people and businesses and is
well- positioned to have unique insight into the needs and aspirations of their communities.

Across Western Australia, there is significant diversity in the range of functions and
services that are provided by Local Government.

While there is some diversity of function across local governments in Western Australia,
all local governments undertake a number of regulatory fundions such as authorisation
of planning and building developments, waste management* administration of food safety
laws, regulation of animals, and provision of local roads. Most local governments
provide social services as well, including provision of recreation and community
facilities, economic development promotion and community festivals and events.

Some of the diversity of functions and services is driven by financial capacity. For instance,
small, remote local governments do riot have the financial resources to provide the
community recreation services that a large metropolitan local government provides.

Diversity of fundions can also be driven by community demand. For instance, local
governments in country Western Australia deliver services, such as health services,
that would otherwise be provided by the market or the State Government in metropolitan
Perth. Local governments in nori-metropolitan regions also often provide housing
and other incentives to attract and retain health and other professionals.

Evolution of local government's role to encompass human, social and community services
is in response to the dynamics on the ground, including the withdrawal of services by other
spheres of Government or in response to the democratic aspirations of the community.

The retreat from service provision from the State Government often means that local
government, at the be hest of the community through the democratically elected Council,
will step up to fill the gaps. For example. a number of local governments are actively
pursuing security services in their suburbs and communities to address safety and crime
issues. Often this sort of service eventuates due to the demands of citizens for a safer

community. Similarly, a number of local governments are actively becoming involved in
seeking to address homelessness in their communities. While the State Government's
Department of Communities is the lead agency responsible for addressing
homelessness, local governments often play a role in coordinating agencies and riot-
for-profit service providers* again filling a gap in service provision from another sphere
of Government.

Local governments have evolved to be far more than roads, rates and rubbish and are
responding to their community's aspirations and expectations and this needs to be
recognised moving forward.

.



The role of the De It merit of State administerin the Local Government
Act 7995 and related Ie is Iation

The Local Government sector endeavours to maintain a strong working relationship with
the Department of Local Government, Sport and Cultural Industries. It is the City of
Belmont's observation that, over several years, the Department of Local Government has
been diminished in its resources and, consequently, its ability to quickly respond to issues
in the sector has been compromised. This decline in the Department's capacity over a
number of years manifests itself in a number of ways.

Firstly, there is significant benefit in many cases in early interventions in relationship
breakdowns between councillors, the Council and or the Administration etc, which, if riot
addressed, can deteriorate into substantial governance issues. An early intervention
when there are signs of declining relationships or issues beginning to arise can arrest a
downward spiral that may lead to the suspension of the Council, appointment of one or
more commissioners and a formal inquiry into a particular local government, all of which
impart significant cost to public funds, reduce trust in Government generally, and deprive
a community of democratic representation while the inquiry is underway.

Secondly, the decline in service from the Department of Local Government to the Local
Government sector represents a cost shift from the State to local government in that
increased legal advice is required in part to fill the gap left by the State.

The City of Belmont notes that the WALGA State Council's deliberations relating to the
current review of the Local Government Act I995, resulted in the State Council adopting
the following position relating to the Department of Local Government's role:

"Support the continuance of the Department of Local Government, Sport and
Cultural Industries as a direct service provider of compliance and recommend the
Department fund its capacity building role through the urn^ation of third party
service providers; and

.

.

by Call on the State Government to ensure there is proper resourcing of the
Department of Local Government, Sport and Cultural Industn^s to conduct timely
inquiries and interventibns when insti^ated under the provisions of the Local
Government Act f 995. "

The rationale for the position adopted above was listed as follows:

"The addMon of item (b) is in recognition of the sector^ response that intervention
strategies proposed in the Local Government Act Review (Phases f and 2) are only one
part of the challenge to provid^^g an adequate response when a breakdown in good
governance occurs. The sector seeks both ajust and timely resolution when interventibn
is needed. For the Department to provide a timely response it must be properly resourced
to avoid unnecessary delay in the interventibn process, Undue delay in deterinjinhg an
outcome and corrective actibn is also an undue delay in returning good governance to
the community of an affected Local Government. "

WALGA further qualified its statement that it does riot seek to criticise or impugn the
commitment and dedication of officers or executives of the Department of Local
Government; the issues are systemic and relate to the broader State Government's
commitment to appropriateIy funding the Department to fuM its capacity building,
regulatory, compliance and early intervention mandate.



The City of Belmont in general through all of its submissions during local government
reform and the recent Local Government Act review has imparted a view in support of the
above and seeking State Government recognition that the relationship between the State
Government and Local Government sector is one which detracts greatly from the required
performance of the industry. Until such issues are adequately resolved and a workable
partnership established, performance will riot reach a satisfactory level,

d) The role of Elected Members and Chief Executive Officers/em 10 ees and
whether these are clearl defined delineated understood and acee tod.

The Local Government Act f 995 defines the role of a Councillor:

A councMor -

(a) represents the interests of electors, ratepayers and residents of the district; and
(b) provides leadersh*) and guidance to the community in the district; and
(0) facilitates communication between the community and the council; and
(d) parttojoates in the local government^ decision-makihg processes at council and
committee meetings; and
(e) performs such other functions as are given to a councillor by this Act or any other
written law.

The role of the Council is generally considered to be strategic in nature, with the Council
employing a Chief Executive Officer to manage the day-to-day operations of the local
government in accordance with the Council's strategic direction.

The role of a Councillor is challenging. Councillors are responsible for overseeing a
complex business - that provides a broad range of funstions, manages significant public
assets, and employs in some cases hundreds of staff. All in a political and publicly
accountable environment.

The Local Government Act I995 defines the role of a Local Government Chief Executive
Officer:

The CEO^ functibns are to -

(a) advise the council in relation to the functions of a local government under this Act
and other written laws; and

(b) ensure that advice and information is ava^able to the councff so that in^fined
decisions can be made; and

(0) cause council decisions to be implemented; and
(d) manage the day to day operations of the local government; and
(e) natse with the mayor or president on the local government^ affairs and the

pertonnance of the local government's functions, ' and
in speak on behalf of the local government if the mayor or president agrees; and
(9) be responsible for the employment, management supervi^On, direction and

dismissal of other employees (suf?ject to section 5.37(2) in relation to senior
employees); and

(h) ensure that records and documents of the local government are properly kept for
the purposes of this Act and any other written law; and

^ perform any other function specified or delegated by the local government or
imposed under this Act or any other written law as a function to be performed by the
CEO.

.
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The Chief Executive Officer is the principal adviser to the Council and assists Elected
Members to perform their role by providing advice and information so they can make
informed decisions that are legally within the Council's powers while taking account of
financial and resource constraints.

The CEO implements Council's decisions and is answerable to the Council for the
performance of the Local Government in delivering services and facilities to the
community. Employment, management and supervision of all other staff is the
responsibility of the CEO, who is responsible for managing operations on a day-to-day
basis.

Given the Council has only one employee - the Chief Executive Officer - it is crucial that
the Council makes a good decision when employing a CEO, and also that Council is able
to effective Iy manage the performance of the CEO. As Councillors are often community
representatives, who may riot be experienced or qualified in contemporary human
resource management practices, employment, management and performance appraisal
of the CEO may be one of the Council's most significant challenges.

The Local Government Act I995 requires that performance criteria for the purpose of
reviewing the CEO's pertormance are established. Similarly, development of these
performance criteria are crucial for the Council to get right.

For these reasons, Elected Members require appropriate skills and or training on CEO
Performance Appraisals and Elected Members may also require professional support with
significant advice and assistance through the CEO recruitment and performance
appraisal cycle.

It is also rioted that the recent amendments to the Local Government Act I995 in July
2019 provide for guidelines to be produced for the CEO recruitment and performance
review process.

.

Further ongoing consideration toward the Local Government Act I995 being amended to
provide greater clarity of the roles performed by the Council and the CEO is required.
Current wording is in some cases ambiguous, e. g. : "The courier - governs the local
government affairs" thus leading to misunderstandings. The intent in the Act exists, it is
the clarlty that is misleading.

.



e) The fundin and financial inaria ement of Local Governments.

The removal of constraints to Local Government revenue capacity is a critical success
factor for an improved system of Local Government in Western Australia. The Local
Government sector's operating expenditure exceeds $4 billion annually and local
governments manage an asset base worth more than $40 billion. To deliver services
efficiently and effective Iy, local governments must be prudent users of public funds. Local
governments must be transparent and accountable and strike a balance between
community expectations and the practical limitations of revenue and expenditure.

There are a number of accountability measures in place to provide financial oversight of
local governments, including:

The Office of the Auditor General, which is taking responsibility for local government
audits following the introduction of the legislation in 2017;
The requirement to give public notice for rates and other financial matters;
Publication of annual reports tit is proposed to make these available online); and
MyCouncil website which provides a geographic, demographic and financial
snapshot of each local government.

Local government revenue is principal Iy drawn from rates, fees and charges, and grants
from the State and Commonwealth Governments. Financial Assistance Grants from the

Commonwealth, administered by the Local Government Grants Commission comprise
approximately 40% of the grants received by the Local Government sector, with the
remaining 60% allocated from State Government grant programs. In the last two years,
rates have made up approximately 55% of local government operating revenue, with
grants from the State and Commonwealth Government making up around 15% of local
government operating revenue.

The split in revenue sources varies considerably across the State which reflects the
diversity of local government. In 201 6-17, grants from the State and Commonwealth were
the primary source of funding for 27% of the State's local governments. In over half of
the State's local governments, revenue from State and Commonwealth grants made up
more than one'third of their total operating income.

Across the sector, expenses are generally divided evenly between salaries, materials and
replacement costs for assets. Again, the proportion spent on each category varies
considerably between local governments.

To manage their finances, local governments are required to prepare a budget annually.
The Act requires that a local government is to, having regard for its Integrated Planning
and Reporting documents, prepare an estimate of its upcoming expenditure, the revenue
and income it will receive independent of rates, and the amount in rates required to make
up any deficiency. This approach means that local governments are required to establish
their budget by first determining the amount they wish to spend and then estimate the
revenue sources required to fund this outlay.

Rates, Fees & C_barges

Local governments impose rates to raise revenue to fund services and facilities.
The quantum of rates payable is determined by three factors:
I ) The method of valuation of the land
2) The valuation of the land; and
3) The rate in the dollar applied to that valuation by the local government,

.
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Each property in Western Australia is assigned a method of valuation which is either the
unimproved value (UV) or gross rental value (GRV). The Act specffies that a property
used for rural purposes is rated as UV and a property used for nori-rural purposes will be
rated as GRV. In practical terms, land used predominate Iy for residential purposes is
generally classified as GRV. Local governments also have to comply with specific
requirements set out in the Act, including the imposition of differential general rates and
minimum payments.

Rating

Rate setting is a challenging process, made difficult by fluctuating valuations because of
the growth or decline of communities.

The Act requires that in the period from I June to 31 August a local government is to
prepare and adopt an annual budget. As part of preparing the budget, each local
government must raise enough in rates to cover the shortfall (budget deficiency) between
its predetermined expenditure and available revenue. It does this by applying a rate in
the dollar to the valuation of each property.

Rates can be imposed uniformly (a single rate in the dollar) or differentialIy (different rates
in the dollar for different categories)..
Considerations:

i. Section 6.26 (9) of the Act requires amendment to clarify the definition of charitable
purposes as it applies to rateable land. This definition should be reviewed to exclude
independent living units and any other aged accommodation which is not supported
by funding under the Aged Care Act 1997 and other relevant legislation. Modification
of this nature will facilitate equity between pensioners living in their own home and
pensioners living in organisationalIy provided accommodation, by way of ensuring
financial contribution to services provided to them by local government. In many cases
an artificially imposed charitable organisation results in a rate exemption for aged
people who are financially as well placed as those who live in their own home.

An approach to exemptions consistent with the Fire and Emergency Services Act 1998
(FESA) should be introduced and the current exemption section removed. Additionally,
a section generally consistent with S36E of the FESA should be incorporated as shown
below:

.
"36E. Ex. em tic"s in other enactments do not a I

(1)An enactment passed before the commencement of this section that purports to
exempt a person from liability to pay any rate, tax or imposition that could be taken to
include the levy does not exempt the person from nabiffty to pay the levy,

(2) An enactment passed after the commencement of this section that purports to
exempt a person from liability to pay -

(a) all rates, taxes or ^inpositions under the laws of Western Australia; or

(b) certain rates, taxes or impo^lions that could be taken to include the levy,

does not exempt the person from tobi\ty to pay the levy,

(3) Subsection (2) does not apply to an enactment that expressly exempts a person
from 11^biffy to pay the levy. "

The introduction of the requirement to prepare a Rates and Revenue Strategy in
support of the Long Term Financial Plan is supported.



iv. Expanding the current differential rating practice is beneficial as it may ensure that
rates are set at a more appropriate level for groups of ratepayers,

v. Supporting an amendment to legislation so that rate equivalency payments made by
LandCorp and other Government Trading Entities are made to the relevant Local
Governments instead of the State Government.

vi. Supporting an amendment to Section 6.56 to clarify that all debt recovery action costs
incurred by a Local Government in pursuing recovery of unpaid rates and services
charges be recoverable and riot be limited by reference to the 'cost of proceedings'.

Fees and Chaines

Local governments have the ability to set fees and charges for a range of services.
Services can be categorised into three areas:
. Basic community services, such as waste collection;
. Additional services, such as providing security; and
. Competitive services, such as services provided by other business in the area (for

example gymnasiums).

When setting fees and charges for basic and additional services, local governments
should consider the cost of providing the service but may decide to subsidise the service
for the common good. When it comes to competitive services, competitive neutrality
principles must be observed. This requires local governments to avoid a competitive
advantage as a result of being part of the public sector.

Other fees and charges are set in legislation, for example registration fees for dogs and
cats.

Fees and charges are, on average, the second largest source of Local Government
discretionary revenue, Local governments are able to charge users for specific, often
incidental, services. Examples include dog registration fees. fees for building approvals
and swimming pool entrance fees.

Fees determined by State Government legislation are of particular concern to local
governments and represent significant revenue leakage. Examples of fees and charges
of this nature include dog registrations fees, town planning fees and building permits.
Since local governments do riot have direct control over the determination of fees set by
legislation, this revenue leakage is recovered from rate revenue.

Under the principle of 'general competence' there is no reason why local governments
should not be empowered to make decisions regarding the setting of fees and charges
for specffic services.

Considerations:

That a review be undertaken to remove fees and charges from legislation and Councils
be empowered to set fees and charges for local government services.

.
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f) An other related matters the Select Committee identifies as worth of
examination and Re or.

Transparency and Accountabilitv

Local Government is a unique combination of a complex organisation, operating in the
public realm with significant transparency and accountability requirements.

Appropriate Iy, given local government's role as steward of public assets and public funds,
there is a high level of public scrutiny related to local government operations and decision-
making. In particular, Council meetings. with limited exceptions, are open to the public,
and community members can avail themselves of public question time at Council
meetings. Further, local governments are required to hold a public meeting of electors
annually. and members of the community are able to petition for special electors meetings
to be held to address specific issues.

In addition, the role of an Elected Member includes a role in facilitating communication
between the community and the Council. Elected Members are generally approachable
and make themselves available to be contacted about community issues in person at
events or via telephone, email or social media. Information, including agendas and
minutes, is available on each local government's website, meaning that Council decisions
are generally accessible.

Local governments embrace accountability, openness and transparency. Accusations to
the contrary are fundamentally misguided, given the existing legislative transparency
requirements coupled with local government practice that enhances transparency even
further.

.

A prime example of local government's culture of openness is highlighted by the
commencement of performance audits by the Office of the Auditor General. Despite the
resource requirement in facilitating an audit of this nature, local governments have
embraced the opportunity for an independent agency to access their organisation and
provide recommendations on how perlomiance can be improved to reduce risk or
enhance efficiency or effectiveness.

The performance audits conducted by the Office of the Auditor General are riot only
relevant to the subset of local governments chosen for audit, but also provide learnings
for other local governments.

.
Consideration:

I. The obligation to hold the Ejectors General Meeting remain as contained in the Local
Government Act I995.

That legislation be drafted to consider the matter of "parliamentary privilege"
(absolute privilege) being extended to elected members and employees of local
government.

11.




