MEETING NOTICE

The Extraordinary Meeting of
Bayside Council
will be held in the Rockdale Town Hall Auditorium
Ground Level, 448 Princes Highway, Rockdale
on Wednesday 3 February 2021 at 7:00 pm.
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The meeting will be video recorded & live streamed to the community via Council’'s Facebook
page, in accordance with Council’'s Code of Meeting Practice.

Meredith Wallace
General Manager
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Subject Submission on Draft Changes to Rates Legislation
Report by Paul Reid, Corporate Planner

File SF21/130

Summary

The NSW Office of Local Government and IPART undertook a Local Government Rating
System Review in September 2019. From this review, IPART then delivered a range of
recommendations back to the Office of Local Government.

The IPART recommendations have been under review by the Office of Local Government. In
November 2020, the Office of Local Government released a circular asking for all NSW
Councils to provide submissions on the proposed draft legislative changes to the Local
Government Act relating to the rating system.

This report details Council staff submissions as well as associated comments to each
question in the review. Council is required to provide their submission by 5 February 2021.

In light of the rate harmonisation process that is currently underway the submission below
details Councils support for the gradual harmonisation of rates across former council areas
over four years. Our submission includes a staged approach for both the minimum rate
change as well as the advalorem amounts.

Officer Recommendation

That Council endorse the making of a submission to the Office of Local Government on the
Exposure Draft Bill on local government rating in the terms as set out in the attachment to
this report.

Background

Extracts from NSW Government response to IPART Review

In NSW, council rates generate over $4.3 billion each year. This equates to around 38 per
cent of the annual operating revenue for all NSW councils although, in general, councils in
metropolitan areas have larger rating bases and receive more of their income from rates.

Even though rates are commonly considered a fee for service, they are in fact a form of
taxation. Under the Local Government Act 1993, a rate may consist of:

e an ad valorem amount (i.e. a percentage — which may be subject to a minimum amount)

e a base amount to which an ad valorem amount is added.
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The Review Process

In 2013, the Independent Local Government Review Panel recommended the Government
commission IPART to undertake a further review of the rating system focused on:

e options to reduce or remove excessive exemptions and concessions that are contrary to
sound fiscal policy and jeopardise councils’ long-term sustainability (recommendation 6.2)

e more equitable rating of apartments and other multi-unit dwellings, including giving
councils the option of rating residential properties on Capital Improved Values, with a view
to raising additional revenues where affordable (recommendation 6.3)

On 18 December 2015, the (then) Premier, the Hon. Mike Baird MP provided IPART with
terms of reference for the Review, framing it as a key component of the Government’s Fit for
the Future reforms. The two broad aims of the Review were to:

o explore options to redistribute the rating burden within council boundaries to develop
recommendations to improve the equity and efficiency of the rating system, in order to
enhance councils’ ability to implement sustainable fiscal policies over the long term

o explore options for a legislative or regulatory approach to support the Government’s rates
path freeze policy

The Terms of Reference specifically excluded consideration of the rates peg.

IPART carried out significant public and stakeholder consultation during the Review,
including public hearings in Sydney and Dubbo between April and October 2016. A draft
report was released for comment in August 2016. IPART received over 300 submissions in
relation to this Review. IPART delivered its final report to the (then) Minister for Local
Government in December 2016, which was publicly released on 21 June 2019 together with
an interim Government response. IPART made 42 recommendations in total. The Office of
Local Government (OLG) undertook further public consultation on 28 of these
recommendations. Consultation feedback was open for 12 weeks and closed on 13
September 2019. A total of 110 submissions were received. OLG released a summary of
submissions on 28 February 2020.

The final report of the Review restates the major proposals outlined in the draft report, with
some minor adjustments. IPART’s key proposals are that:

e councils be allowed to shift to a Capital Improved Value (CIV) system of calculating rates,
which considers the value of capital improvements (in contrast to the current system
which uses the unimproved value of the land)

o exemptions from the rating system be based on the use of land rather than the ownership
(for example, that aged care facilities owned by charitable organisations would pay the
same rates as their commercial competitors)

» changes to pensioner rate concessions enable rate payments to be deferred and
recouped from the pensioner’s estate at a later date

e restrictions on council differential rating powers be lifted to enable improved rates
harmonisation across council areas

Following extensive consultation with the local government sector and the community, the
NSW Government has recently released for further comment an Exposure Draft of the Local
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Government Amendment (Rates) Bill 2021 to implement the NSW Government Response to
IPART’s review of the local government rating system.

The Exposure Draft Bill, and other key rating reforms, if implemented, will help to improve the
equity and efficiency of the rating system and enhance councils’ ability to implement
sustainable fiscal policies over the long term.

A consultation guide, “Towards a Fairer Rating System”, has been released to explain the
proposed changes in the Exposure Draft Bill and to assist councils and others to provide
feedback on this and other rating reforms.

The proposed Bayside Council response to the Exposure Draft Bill is attached. The Table
below outlines some areas of comments.

Question

Council Response

Q2. Do you agree with the
proposal to enable
relevant councils to
gradually harmonise
rates across former
council areas over
four years?

We fully support a staged implementation as this would support our
residents during this change in rating structure

We would suggest that there needs to be a minimum % each year
to ensure a smoother transition of any increase.

Flexibility to have different transition periods for residential and
business rates would be beneficial taking into account community
needs and the prevailing economic conditions

We support the harmonisation, over four years as a minimum
transition period, on both the minimum rate increases as well as the
ad valorem increase in terms of fairness and equity

Q4. Do you agree with the
proposal to allow for
different residential
rates in contiguous
urban areas?

Council does not support the idea of villages.

There would be serious concerns that this proposal would lead to
the creation of different communities of interest within one local
government area and perceptions in inequity in the way rates are
levied and services are delivered.

Ultimately it may evolve to one ‘village’ subsidising the other parts of
the LGA that have a lower level of rating

The current IPART SRV process already allows for special rates to
be applied to different areas within an LGA

This proposal would also create difficulty in the day to day
management of delivering services at different levels across the
same LGA (where the service is essentially the same)

There would be an excessive administrative burden as different
financial systems and budgets would need to be created for different
‘villages’ to ensure service levels are reflective of the amount paid in
rates

There would be unreasonable operational complexity in
implementing the proposal (potential duplication of effort and loss of
benefits from economies of scale)
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Question Council Response

Q9. Do you agree withthe | ¢ We do not support this as currently vacant land is generally rated by

proposal to allow its prior use and/or planning instrument i.e. zoning. The current
subcategories for rating system is based on land being valued on its unimproved
vacant land to be capital value. Existing provisions enable councils to reduce rates on
created for residential, vacant land e.g. stormwater, domestic waste charges.

business and/or

mining land, including | ¢ The new legislation should ensure the principles established in the
the proposed factors Court of Appeal case in Bayside Council v Karimbla Properties (No
set out above? 3) Pty Ltd [2018] NSWCA 257 (and similar appeals by two other

o

councils) are captured including:

Clarifying the timing and what should occur when land
transitions from one category to another

Including a definition of vacant land. The ATO definition has
weaknesses in the local government context as it is meant for
business deduction purposes. It should be clear and workable
for local government. The fact that that there is a structure on
the land but not occupied (e.g. say not rented out) does not
work e.g. holiday home. The definition should also relate to use
of land as it may be vacant but used for storage etc.

Clarifying where there is prior year adjustments due to re-
categorisation that Councils are able to recover notional income
lost

It is proposed to make a submission to the Office of Local Government in the terms as
outlined in the attachment to this report with any amendments as determined by Council.

Financial Implications

Not applicable

Included in existing approved budget

Additional funds required

OOK

Community Engagement

Not applicable

Attachments

1 Consultation Guide 4

2 Copy of NSW Government response to IPART Review §
3 Council s Proposed Submission v1.3- Changes to Rates Legislation §
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2 Encouraging councils to levy rates on mining land to reflect additional costs
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Section Three - Other rating reforms

2 Encouraging councils to levy rates on mining land to reflect additional costs

Q.16. | Do you agree with the proposal to implement this reform through guidance?

A.16. I:l Yes
[JNo
[] Neutral

Comment:

3 Retaining the rating category for business as the ‘residual’ rating category

Q.17. | Do you agree with the proposal to retain the business land rating category as the
residual category?

A7 D Yes
[[INo
[[] Neutral

Comment:

4 Requiring councils to report the value of exemptions they grant each year

@.18. | Do you agree with the proposal that councils report on the value of exemptions they
choose to grant through their annual reports?

A.18. |:| Yes

[ Ne
[] Neutral

Comment:

General Comments

42 TOWARDS A FAIRER RATING SYSTEM
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MINUTES

of the Extraordinary Meeting of
Bayside Council
held in the Rockdale Town Hall Auditorium,
Level 1, 448 Princes Highway, Rockdale
on Wednesday 3 February 2021 at 7:07 pm.

Present

Councillor Joe Awada, Mayor

Councillor James Macdonald, Deputy Mayor
Councillor Liz Barlow

Councillor Ron Bezic

Councillor Christina Curry

Councillor Tarek Ibrahim

Councillor Ed McDougall

Councillor Scott Morrissey

Councillor Michael Nagi

Councillor Vicki Poulos

Councillor Dorothy Rapisardi

Councillor Bill Saravinovski (arrived at 7:13 pm)
Councillor Paul Sedrak

Councillor Andrew Tsounis

Also Present

Meredith Wallace, General Manager
Peter Barber, Director City Futures
Michael Mamo, Director City Performance
Colin Clissold, Director City Presentation
Debra Dawson, Director City Life
Matthew Walker, Chief Financial Officer
Liz Rog, Manager Executive Services
Bruce Cooke, Coordinator Governance
Christine Stamper, Communications & Events Lead
Lauren Thomas, Governance Officer

Taif George, IT Technical Support Officer

The Mayor opened the meeting at 7:07 pm.

The Mayor informed the meeting that it is being video recorded and live streamed to the
public via Council’s Facebook page, in accordance with Council’s Code of Meeting Practice.
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7 Reports

7.1 Submission on Draft Changes to Rates Legislation

RESOLUTION

Minute 2021/003

Resolved on the motion of Councillors Nagi and Tsounis

That Council endorses the making of a submission to the Office of Local Government
on the Exposure Draft Bill on local government rating in the terms as set out in the
attachment to this report and subject to clarifying in the submission that Council

supports the gradual harmonisation process for all rating categories.

Division called by Councillors Tsounis and Bezic

For: Councillors Curry, Morrissey, Sedrak, Ibrahim, Nagi, Rapisardi, Saravinovski,
Tsounis, Barlow, Bezic, Macdonald, McDougall, Poulos and Awada

The division was declared carried.

8 Notices of Motion

8.1 Notice of Motion - Roundabouts at Clareville Avenue, Sandringham

MOTION

Moved by Councillors McDougall and Saravinovski

That Council prioritises identifying the location, design and costing for a series of new
roundabouts on Clareville Avenue, Sandringham in preparation for the Council

decision about the projects to be funded from the $5.18m Australian Government’s
Local Roads and Community Infrastructure Grant.

AMENDMENT
Moved by Councillors Nagi and Tsounis

That the decision on this project be deferred until after tonight’'s GM Briefing.

Division called by Councillor Awada
For: Councillors Sedrak, Nagi and Tsounis

Against: Councillors Curry, Morrissey, Ibrahim, Rapisardi, Saravinovski, Barlow,
Bezic, Macdonald, McDougall, Poulos and Awada

The division was declared lost.
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