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1. Purpose

1.1. Every six years from 1 November 1989, the Minister for
Environment and Climate Change determines the
industry-wide ceiling to apply to those sites at Victorian
Alpine Resorts subject to the site rental provisions of the
Alpine Resorts Commission/Victorian Ski Association
Agreement. The determination to be made following this
current consultation shall apply as of 1 November 2019.

1.2. This background report has been prepared by the
Alpine Resorts Co-ordinating Council (Council) to provide
a basis for consultation with associations representing the
industry and to assist Council and the Alpine Resorts
Management Boards (ARMBSs) in their deliberations.

1.3. Submissions are invited to the Council by 30 March
2020. All submissions received will be treated as public
documents, with the submission and name of the
submittor published on Council’s website and provided to
the Minister.
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2. Background

2.1. In approving the Council’s 2019/20 - 2021/22
Corporate Plan the Minister endorsed the action that
Council finalise and implement the six-yearly review of
2019 - 2025 site rental arrangements under the Alpine
Resorts Commission / Victorian Ski Association
Agreement (the ‘ARC/VSA Agreement’ - see
Appendix 1) to inform the Minister’s determination of
an ‘Industry-wide ceiling’.

2.2. As of 1 November 2019, site rentals for
approximately 16 per cent of sites (54 sites in total) at
alpine resorts are determined in accordance with that
agreement, which was made in 1990 between the
former Alpine Resorts Commission (‘ARC’) and the
Victorian Ski Association (now the Victoria
Snowsports Association - ‘VSA”) following a long
running dispute in the 1980s between the then land
manager (the ARC) and alpine resort stakeholders.
The numbers of sites, as of 1 November 2019, are
shown in Table 1, below.

Table 1: Number of sites

MOUNT MOUNT FALLS MOUNT TOTALS
BAW BAW | HOTHAM CREEK BULLER
3 8 12 31 54

Sites with
ARC/VSA
rental
provisions

Sites with

market rental 14 68 79 122 283
provisions
Total sites 17 76 91 153 337
% Sites with
PRERTR 18% 1% 13% 20% 16%

rental
provisions

2.3. Under the provisions of the ARC/VSA Agreement,
site revaluations are conducted every six years (the
‘rent period’) for the purpose of rental adjustments,
with annual adjustment in accordance with CPI. Site
valuations from February 2019 form the basis of the
current review with revised site rentals to apply from

1 November 2019.

2.4. The ARC/VSA Agreement provides that site rent
in the first year of the new rent period shall be the
lesser of 3.5 per cent of site value or the rent from the
last year of the preceding rent period (in this case
2018/19 site rent) adjusted by the ‘industry-wide
ceiling’.

2.5. The ARC/VSA Agreement further provides that:
The industry-wide ceiling shall be determined by the
Minister responsible for the Alpine Resorts Act after
extensive consultation with associations representing
the industry, but shall not be greater than 30 per cent
above the sixth year of the preceding rental period.’

2.6. In effect the ARC/VSA Agreement shields site
holders from the full impact of site valuation increases
but gives them the full benefit of any site valuation
decreases. In 1990, at the time of the application of
the agreement to leases, any site holder was able to
avail itself of the provisions. Leases on some 75 per
cent of sites subsequently included the agreement’s
site rental provisions.

2.7. Anindependent review conducted for the then
Minister in 1994 noted that the ARC/VSA Agreement
‘is considered to be a very favourable agreement to
the lessees’.

2.8. Over time this agreement has resulted in sites
having ARC/VSA Agreement rental provisions
continuing to enjoy lower site rentals than applies to
sites having the more contemporary market rent
provisions.

2.9. No leases have been issued having site rental
determined under the is agreement since 1994.
Subsequently, leases on many of the sites that were
originally subject to the site rental provisions of the
ARC/VSA Agreement have expired. All new leases
issued since then are subject to market rental
provisions.

2.10. Notwithstanding, the effect of the agreement
remains in place for the life of those leases containing
its site rental provisions. By the end of the 2020s, the
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number of sites having those rental provisions will fall
further to 16 sites in total, with the last of these sites
continuing to enjoy those provisions until the 2050s
(See Figure 1, below).

Figure 1: Lease expiry by decade for
ARC/VSA rental sites
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3. 2019 site valuations and implications

3.1. Site rental is one of the major income sources for
the ARMBs. Other key income sources are service
charges and resort entry fees.

3.2. Site valuations form the basis on which site
rentals are determined. The ARC/VSA Agreement
states that rent shall be based on ‘site value’ as
determined by the Victorian Valuer General.

3.3. Site values fluctuate, and the overall downturn in
the national property market, particularly following
the Global Financial Crisis of 2008, saw alpine site
values fall significantly. Between 2007 and 2013 site
values fell by 15 per cent at Mt Buller and 39 per cent
at Mt Hotham. Similar falls occurred at Mt Baw Baw
and Falls Creek. Values continued to fall until
approximately 2016. Since that time there has been
modest recovery in site values at Mt Buller, albeit that
2019 site values have not returned to 2007 levels (see
Figure 2, below). In the case of Mt Hotham 2019 site
values are still 36 per cent below 2007 levels, whilst at
Mt Buller 2019 site values are 8 per cent below 2007
levels.

Figure 2: Indexed site values 2007-19
(Selected sites)
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3.4. For the purposes of this report, data for selected
Mt Buller and Mt Hotham sites (having comparable
2007, 2013 and 2019 valuations), being both sites with
ARC/VSA and market rental provisions, have been
analysed. The numbers of selected sites are shown in
Table 2, below.

Table 2: Number of selected sites

A
HOTHAM |[BULLER
Sites with
ARC/VSA rental 8 31

provisions

Sites with market
rental provisions

3.5. In percentage terms, the data show that for the
selected sites at Mt Buller, site values have increased
by 5.7 per cent between 2013 and 2019, whilst at Mt
Hotham sites values have remained unchanged over
the same period.

3.6. Unlike the standard lease, with rent being 3.5 per
cent of site value, the ARC/VSA Agreement provides
two methods of calculating site rent, with the actual
rent being the lesser of 3.5 per cent of site value or the
rent from the last year of the preceding rent period (in
this case 2018/19) adjusted by the ‘industry-wide
ceiling’ (IWC).

3.7. Council has analysed two options, representing
the impacts of a range of percentage increases in the
IWC that could be determined. They are a minimum
case increase of 1.7% (the CPl increase from last year -
in effect no increase), and a maximum case increase of
30% (being the maximum IWC increase under the
terms of the agreement).

3.8. The analysis compares the impact against a base
case or an ‘equity comparison’, being the application
of the same site rental arrangement as applies to all
other sites having market rental provisions, i.e. 3.5% of
site value.

3.9. Table 3 below shows the aggregated financial
impact of the site rental options on those sites subject
to the rental provisions of the ARC/VSA Agreement.
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3.10. In the case of Mt Hotham, the lesser of 3.5 per
cent of site value or the rent from last year adjusted
by the IWC equates to the site value in all cases, even
if the Minister determines that the IWC is to be applied
at the maximum 30 per cent. This is due to there
being no change in site values in the period 2013-2019.

3.11. At Mt Buller, however, for all ARC/VSA sites,
there will be an increase in site rental compared to
2018. This is due to the recovery in site values at Mt
Buller compared to no change in site values at the
other resorts. The size of the increase will depend on
the Minister’s determination of the IWC.

Table 3: Financial impacts ($)

MOUNT MOUNT
HOTHAM BULLER

2018

SR 158,009 635,747
Base case

Sepltsy 151,550 715,225

comparison’ at

3.5% of SV

IWC at 1.7% 151,550 646,555
Impact (compared 0 -68,670

to Base case)
IWC at 30% 151,550 698,774
Impact (compared 0 16,451

to Base case)

3.12. Table 4 below shows the site rental / site value
ratio (expressed as a percentage) of the IWC options.

Table 4: Site Rental / Site Value (%)

MOUNT MOUNT
HOTHAM BULLER

Base case
'Equity 3.5% 3.5%
comparison’
IWC at 1.7% 3.5% 3.2%
IWC at 30% 3.5% 3.4%

3.13. The impact of any decrease in site rentals is that
the ARMB receives less income to provide services for
visitors, services to property and to undertake capital

works.

3.14. In the case of the Mt Hotham ARMB, the
decrease in site rental income from 2018
(approximately $6,500), resulting from the 2019 site
revaluations, follows an even greater decrease
following the previous site revaluations in 2013.

3.15. In the case of the Mt Buller ARMB,
notwithstanding that there will be an increase in site
rental collected from sites subject to ARC/VSA
Agreement rental provisions, there will be a notional
shortfall compared to the base case ‘equity
comparison’, as a result of site rentals being less than
3.5 per cent of site value (see Table 4, above).

3.16. Based on past evidence and incomplete 2019 site
valuations advice for Falls Creek and Mt Baw Baw, it
could be expected that the impacts on both site
holders and the ARMBs at Falls Creek and Mt Baw Baw
will be similar to those at Mt Hotham.
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4. Next steps

4.1. Submissions are invited to the Council by 30
March 2020. All submissions received will be treated
as public documents, with the submission and name of
the submittor published on Council’s website and
provided to the Minister.

4.2. As part of this review Council is consulting with
the Alpine Resorts Industry Advisory Group, the peak
industry advisory group, comprising representatives of
the Victorian Snowsports Association, on-mountain
rate payer associations, Chambers of Commerce, lift
companies snowsports equipment suppliers and user
bodies. ARMBs are consulting with on-mountain
stakeholders.

4.3. Following consideration of submissions, Council
shall provide a recommendation to the Minister to
assist the Minister in determining the percentage
increase in the ‘industry-wide ceiling’ to apply to the
calculation of site rent for the period commencing

1 November 2019 on sites having ARC/VSA
Agreement rental provisions.

4.4. Any queries in relation to this matter and this
report should be directed to Alex Shilton, Principal
Policy Officer, Alpine Resorts Co-ordinating Council at
alex.shilton@delwp.vic.gov.au
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Appendix T:

ARC/VSA Agreement
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AGREEMENT BETWEEN:

Alpine Resorts Commission (ARC)
Building D, Level 1

World Trade Centre
MELBOURNE VIC 3005

and

Victorian Ski Association (VSA)
31 Coventry Street
SOUTH MELBOURNE VIC 3205

The purpose of this document is to reflect the agreement reached by the ARC and the
VSA, representing all alpine sitcholders, Management Committees and other associate
organisations, with respect to the rentals and rent review provisions to be applied to all
sites under the control of the ARC.

It is recognised by both parties that site rental paid by siteholders to the ARC are only one
of the contributors to the funding of the ARC and will not be balanced against the
administration cost of the ARC.

1. Rent Peniod

Each rent period shall be six years with the first rent period commencing
1st November 1989.

2. Site Rental
An occupant of an alpine site shall pay a remtal equivalent to 3.3% of the site
value as assessed by the Office of the Valuer General as ar February 1989 and
each six vears thereafter subject to:

2.1 Limitation clause in 5 below

2.2 Siteholders who have been accepted for Hardship, ses clause 6 below,
will be charged a lesser amoumt
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The rent shall be adjusied at the end of each vear of the rent peried in accordance
with increases in the CPI (Melbourne All Groups Index).

Site Valuati

Each site shall be revalued every six years from February, 1989

Limitation on Rent in 1st Year of a Rent Period

The Rent for the first vear of a rent period shall be the lesser of:

1

L

wn
ta

3.5% of the Valuer—-General's Site Valuation as at February in the sixth
year of the prior rent period; or

The rent in the last year of the preceding rent period adjusted by the
industry wide ceiling.

The industry-wide ceiling shall be determined by the Minister responsible for the
Alpine Resonis Act after extensive consultation with associations representing the
industry, but shall not be greater than 30% above the sixth vear of the preceding
rent periad.

The only exception to this would be where a lower site rent has been set as a result
of a successful hardship application.

Hardshio Provisi

Any body seeking special consideration with respect to Alpine Resort site rentals
because of hardship must satisfy the following criteria:

6.1

63

T T

The body or club should have a non-profit charer within its constitution
and any monies made by the Club should be invested back within the club
and/or the industry to promote the industrv.

The bodvy or club should be incorporzted under am Act such as the
Associations Incorporation Act, the Co—operative Societies Act or some
other similar structure enabling it to comply with 6.1,

Each vear the club must provide a statement of income, expenditure, assets
and liabilities certified by a qualified practising Accountant.
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6.4  Each club must collect an annual subscription from members of no less than
3150 per member in 1990/91 and incrcased over the remt period in
accordance with increases in the CPI (Melbourne All Groups Index).

6.3 Each club must charge members no less than 315 per bed night for winter
accommodation in 1990/91 and increased over the rent period in accordance
with increases in the CPI (Melbourne All Groups Index).

6.6°  Clubs have until 31 December 1990 to provide evidence they are meeting
Clauses 6.1 to 6.5 for the 1991 season.

6.7  All sitcholders who were entitled to pay site rent under the 1986/89
hardship provisions, imrespective of whether they had activated the hardship
provisions or not, will have all deferred site rent and interest, if any, written
off subject to pavment of all outstanding rental within 21 davs of the date
this agreement is promulgated.

6.8  If a sitcholder meets the above criteria but in a different manner, then the
siteholder can still apply for Hardship and the ARC will be prepared to
consider the application.

[f a club satisfies all of the criteria in 6.1 to 6.5 or undertakes to comply with 6.1
to 6.5 within the time frame in 6.6 it may approach the ARC and request that irs
site rental for 1989/50 and the following five years be struck at a lower percentage,
2.0 = 3.25%. In the event the undertaking is not met, for whatever reason, then
the siteholder in question will be required to pay the amount due in the absence of
hardship plus interest.

Hardship provisions will be reviewed every six vears to coincide with rent reviews,
or at the end of a rent period, whichever is sooner.

If a site is redeveloped hardship provisions will be reviewed.

Subject to the ARC being satisfied that a sitcholder meets the provisions above, the
hardship percentage will be decided by a Committee consisting of:

Resort Area Manager

Resort Management Committee Chairman

Management Committes person representing the Ratepayers/Siteholders
ARC Chief Executive Officer and/or his nominee.

-l e



MNT: NOVEN ; 3

Basis

3.5% of ecither the onginal or "rejigged” 1986 site wvalue phased in as set out
below. The ARC will automatically apply whichever is the lower.

Phase In
1986/87 2.5% of Site Value

1987/88 3% of Site Value
1988/89 3.5% of Site Value

Hardship
Siteholders who qualify for hardship, i.e. where rent in years 1986/87, 1987/88
and/or 19858/89 excecded 55 per bed night based on 70 nmights, will pay the lesser

oft

(a) 2.5%, 3.0% and 3.5% phased over the three vears based on the re-iigeed
1986 Site valuation or.

(B) 2% of the original 1986 Site valuation with a maximum of §10 per bed

night based on 70 nights for the year(s) in which rental exceeded 335 per

bed night assessed on the original 1986 site valuations and phased in at
2.5%, 3.0% and 3.3%.

There will be no retrospective application of the 1990 hardship provisions which
arc effective from 1 November 1989.

NOVEN 3
Basis
For 1989/90 the lesser of:
(a) 3.5% of the 1989 site value; or

() 3.5% of the original or rejigged 1985 site value increased by 30% in
MOnev (ermis.

In subsequent vears of the six vear rent review peried, the rental will be increased
annually in accordance with increases in the CPI (Melboumne All Groups Index).
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CREDITS

Rental credits, as a result of a lower "rejigeed” 1986 site value or the change to the
rent review basis from 1989, will be adjusted against the second instalment
1989/90 rental liability.

If the second instalmeni is insufficient to cover the credit then the balance will be
adjusted against future rental liability.

Siteholders are required to pav all rentals within 21 days of the promulgation of
this agreement. Any adjustment to the rental as a result of this agreement will be
advised to siteholders as soon as possible and an appropriate adjustment made at
that time.

If for any reason sitcholders have difficulty in meeting the above timeframe,
payment by instalments may be considered by the ARC.

LEASES WITH NON STANDARD RENT REVIEW PROVISIONS

All Lessees subject to a five year rent review cvele are entitled to move to the
above basis of rental assessment from ! November 1989 and vary their leases
accordingly.

Lessees with review provisions prescribing maximum percentage increases will

have their rental reviewed 10 the maximum allowable under the particular lease
provisions until it meets rental pavable under the 1990 Site Rental Policv.

OBIECTIONS
A |ESE EE-.Q*’ i S. Val i F l v ]EEE S“: ""‘ﬂl”EE

The period for objections to the original 1986 level site values has expired,
however, where the rental for 1986/89 and/or 1989/90 are calculated on the

‘rejigged” 1986 site values an opportunity to object to either of the rejigged 1885

and/or February 1989 site values will be made availabie.

Siteholders, Chambers of Commercs and Ratepaver Associations will be given a
final 30 days from promulgation of this agreement to lodge an objection to the site
value. The objection must include the name of the Registered Valuer acting for the
siteholder, Ratepayer Association of Chamber of Commerce and his/her alternative
site values.
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B. Future Valuations

By the end of January in the year following each rent period the ARC will advise
appropriate representatives from each resort that it has received the valuations as of
February in the preceding year. The ARC will allow each Resort to appoint a
registered valuer o audit these valuations.

The ARC will not issue the new rental invoices before 1 April whilst the audit
process and consultation between the Valuer-General, ARC, the Valuer and
representatives from the Resort are being completed.

The ARC, as landlord, reserves the right to call an end to this agreement at any
time after four rent periods but will do so only after extensive consultation with the
ski industry.

Signed by Daryl Gallagher
and Peter Dyson for the
Victorian Ski Association
and alpine sitcholders

Signed by Philip Bentley
for and on behalf of the
Alpine Resonts Commission

)
)
)
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