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City Counclil
27 August 2008
Office of the General Manager

Review of the Revenue Framework for Local Governmefit/
Independent Pricing and Regulatory Tribunal )
PO Box Q290

QVB Post Office NSW 1230

Dear Sir / Madam,

SUBJECT Blue Mountains City Council’s Submission on the Review
of the Revenue Framework for Local Government

Please find enclosed the Council's submission on the Review of the Revenue
Framework for Local Government. The submission was endorsed for forwarding to
the Independent Pricing and Regulatory Tribunal (IPART) at the 26 August 2008
Council meeting. The Council also wished to note that this response is provided in
the main from management rather than Councillor involvement.

The documentation includes:
= The Council Report presented at the Council meeting of 26 August 2008
= The Blue Mountains City Council’'s submission on the Review of the
Revenue Framework for Local Government as endorsed at the 26 August
Council meeting and the following supporting documentation:
> The Blue Mountains City Council Community Survey Report 2007
> The Blue Mountains City Council 2008-2009 Management Plan and
Financial Supplement.

We look forward to participating in ongoing consultations and in presenting our views
at the hearings.

D290\eje10d100) 79 ANTUNUILIONN: ],

Should you have any further queries please contact Ms Rosemary Dillon, the
Council's Corporate and Community Outcomes Manager, on 4780 5679.

Yours faithfully

~

PHIL PINYON
General Manager

2 Civic Place Locked Bag 1005 Katoomba NSW 2780 T 02 4780 5000 F 02 4780 5555 the city within
E council@bmecc.nsw.govau DX 8305 Katoomba www.bmcc.nsw.gov.au a world heritage
ABN 52 699 520 223 national park



PROVIDING GOOD GOVERNMENT Item S2, Ordinarv Meeting, 26.08.08

ITEM NO: 82

SUBJECT: BLUE MOUNTAINS CITY COUNCIL SUBMISSION TO THE
INDEPENDENT PRICING AND REGULATORY TRIBUNAL (IPART)
ON THE REVIEW OF THE REVENUE FRAMEWORK FOR LOCAL
GOVERNMENT - ISSUES PAPER JULY 2008

FILE NO:  F00608

Recommendation:

That the Council endorses the submission as presented in the separate enclosure, on the
Review of the Revenue Framework for Local Government - Issues Paper July 2008, for
Jorwarding to the Independent Pricing and Regulatory Tribunal (IPART).

Report by General Manager

Background
The Independent Pricing and Regulatory Tribunal (IPART) has been requested by the Premier
to assist the Minister for Local Government by conducting a review of the revenue framework
for local government. IPART has been asked to make recommendations on:
(1) an appropriate inter-governmental and regulatory framework for setting rates and
charges;
(2) arole for IPART in setting rates and charges; and
(3) a framework for setting the charges levied by certain public authorities to enable
these authorities to recover costs for the provision of services that are normally
provided by local govermnment.

IPART has released an Issues Paper outlining Terms of reference and key issues they are
seeking comments on. This paper is available at the following internet site:
www.ipart.nsw.goy.au/files/Revenue%20Framework%20for%20Local%20Government%20-
%201ssues%20Paper%620-%620Julv%6202008%20-%204PD%20 Website. PDF

IPART is to provide a draft report to the Minister for Local Government by 13 May 2009 and
a fmal report by 13 September 2009. In undertaking the review, IPART has invited
submissions from interested stakeholders. The deadline for submissions is Friday 29 August
2008. Given the extremely tight timeframe available for councils to make submissions, an
extension to the 29 August deadline was sought via WSROC. IPART has responded stating
that no extension is possible but that a consultation process with stakeholders will be
conducted during October and November drawing on submissions received.

In view of the significance of this review and the potential impact of its recommendations,
this report has been prepared as a Supplementary Business Paper for the Council Meeting on
26 August 2008. In this regard it should be noted that the Department of Local Government
has confirmed that providing comments on this Issues Paper is not considered to fall within
the scope of caretaker provisions and councils should proceed with making submissions.
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Overview of Issues on which IPART Seeks Comment

In undertaking the review, IPART has identified 9 key questions in relation to the regulation
of local government revenues that it wants stakeholders to respond to in their submissions.
These questions addressed in Section 1 of the Enclosed submission, include:

1. What is the role of local government and how is it determined?

2. How effective is rate pegging and what are the implications for councils and
ratepayers?

3 What are the objectives for a regulatory framework for local government revenues?

4. How does the current regulatory framework for council revenue;

- Promote the effective and efficient provision of services?

enhance the financial sustainability of local government?

Meet the standard of principles for good regulation and taxation — efficiency,

equity, simplicity, transparency?
- Enhance the accountability of local government?

5. What role should IPART play in setting local government rates and charges, including
charges for non-business activities?

6. Should IPART have a determinative role provided by legislation or should IPART s
role be limited to making recommendations, if and when requested by the Minister?

7. To what extent do government authorities — Sydney Harbour Foreshore Authority,
Sydney Olympic Park, Redfern Waterloo Authority and the Grothw Centres
Commission - provide services that duplicate and overlap with those of local

government?

8. What arve the implications for local government rates where these authorities provide
services normally provided by local government?

9. Should a common regulatory framework be introduced to these authorities?

Please note that the Submission has not addressed questions 7 to 8 above given they are not of
direct relevance to Blue Mountains City Council.

Section 2 of the submission presents responses to 43 more specific questions raised in
Chapters 2 to 8 of the Issues Paper. It should be noted that responses have again only been
given to questions considered of direct relevance to Blue Mountains City Council (in this
regard no response has been given to questions 46 to 52 and where a question has already
been addressed a cross reference is given).

Summary of Options for Alternative Regulatory Frameworks
IPART has identified five options for alternative regulatory frameworks for local government
detailed on pages 63 and 64 of the Issues Paper. These Options are as follows:

1. Retain existing rate pegging arrangements but:

e Publish the economic indicators or indices to be used in determining the uniform rates
cap to be applied across local government each year.

e Modify the special variations process to ensure that the mandatory criteria required to
justify a Section 508 (2) or a Section S08A variation are published and that the process
of application and approval is fully transparent and forms part of local government
regulatory system).

e Leave all charges unregulated (except s94 charges which are being dealt with
separately under amendments to the NSW Planning and Assessment Act).

-2 -
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2, Implement a more disaggregated form of rate pegging which incorporaftes cost
indices relevant to each council (or groups of councils). This option would be as for Option 1
but either:
e Group councils based on specific criteria and calculate a rate peg specific to each
grouping, or .
e (Calculate a specific cap for each council based on specific criteria (eg cost structures,
service dimensions).

3. Reduce the scope of rate pegging fo cover only local government revenue needed to fund
operating expenditure and thus exclude capital expenditure from rate pegging (nofing that
operating expenditure should include some expenditure approximating asset depreciation).
This option includes:

* Leaving other fees and charges (except s 94 charges) largely unregulated as is.

e Providing separate guidelines on operating and capital expenditure planning and
pricing. These guidelines could require approaches to operational revenue raising,
related expenditure, capital expenditure plans and costings, pricing policies and
charges, depreciation policy and proposed funding options including debt financing
and public private partnerships. A section on relationship of Section 94 Plans to these
guidelines could be included.

* Modifying the special variation arrangements as described in Option 1 above.

4. Maintain rate pegging power but promote greater freedom by exempting individual
councils from rate pegging subject to mandatory demonstration of:
o Financial accountability and governance
e Financial sustainability
e Comparative efficiency and effectiveness indicators (including affordability and
availability of local services and facilities)
e Ability to achieve the above objective criteria over 10 year time frame through an
approved and independently audited management plan. This audited plan could be
tabled in Parliament and made publicly available.

This option may require regulatory changes to current Management Plans prepared under the
Local Government Act 1993 — Chapter 13, Part 2 Management Plans.

5. Instiftute measures to enhance accountability to the local community and remove
mandatory rate pegging.

This option includes compulsory reporting on a comparable basis to enable comparisons
between councils. Where councils fail to meet these criteria a default rate cap could apply.
While IPART has included this option for discussion, it notes that the Minister for Local
Government favours the continuing rate pegging.

In addition, in assessing Options 1 and 2, IPART will also consider whether councils should
also be required to develop a 10 Year Management Plan, as outlined in Option 3 above.

Summary of Key Points Presented in the Submission

The submission argues that there is a need for any local government revenue framework to
support the ability of councils to be proactive and control their own destinies, rather than
being dependent on uncertain handouts and grants from the state government. Further that the
role, responsibilities and funding of local government should not be considered in isolation
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from a consideration and clarification of the roles, responsibilities and funding responsibilities
of the two other tiers of government. -

The submission favours Option 5 above, the removal of mandatory rate pegging in favour of
allowing Councils greater freedom in setting rates in consultation with community. However,
in this regard it also stresses the need for local government to:

» Receive a greater and more equitable share of total taxation revenue on a recurrent and
untied basis that has inbuilt natural growth

= Be adequately compensated for cost shifting of services and responsibilities from
other tiers of government to councils

= Continue having access to funding such as that received annually through the Federal
Assistance Grant Scheme (FAGS) which compensates councils facing significant
challenges as a result of their unique characteristics (this mode of funding may be
revised if the first point is adequately addressed) and

= Be fairly categorised and treated in terms of the unique characteristics, challenges and
varying revenue generating capacities of different councils — so there is equity for
NSW local communities.

These points are particularly significant in the case of Blue Mountains given our limited rate
capacity, relatively high existing average rate per residential assessment ($881.84 in
2005/2006 — the highest in the DLG Category 7)) and relatively lower socio-economic status
with higher number of Blue Mountains households in the lowest three income quartiles
relative to the Sydney Statistical Division. Blue Mountains City Council is limited in its
capacity to use rates as a major source of revenue because of the City’s static population base
and the shortage of available land for developing additional rateable properties due to the
constraints of our World Heritage environment and those applied through the City’s highly
environmentally focused Local Environmental Plan 2005 — which reflects the priorities and
values of our local community.

In the event that rate pegging is to continue in some form, Blue Mountains City Council
favours aspects of Options 2 and 4 detailed above and on pages 63 and 64 of the Issues Paper.
However, we have significant concerns regarding the possible use of the modified Department
of Local Government (DLG) local government classification (reducing the categories of local
government from 22 to 11) and IPART s further modification of the classification (from 11
categories to 5) in analysing and determining the local government revenue framework. The
IPART Issues Paper does not clarify why and how IPART would use the modified local
government classification relative to local government revenue determination — and this detail
1s required for an informed response to be given.

The submission emphasises our particular concern that those councils with unique roles,
responsibilities and challenges —such as Blue Mountains City Council —may end up being
grouped with councils who are very dissimilar as the City of Blue Mountains already has
been. In this regard we note that under the initial Australian Classification of Local
Governments, Blue Mountains with a population of 73,054 was and is the ONLY council in
NSW placed in Category 12 Urban Fringe Large (UFL). However, when the Department of
Local Government reduced the number of local government classification categories from 22
to 11, we were then grouped in Category 7 with 7 other “Very Large” councils all with
populations over 120,000.
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If rate pegging is to remain in some form, the submission also argues that IPART, rather than
the Department of Local Government, should have the determining role in setting rates. This
is seen to be appropriate given their independent role as an economic regulator in overseeing
pricng in such areas as electricity, gas, water and transport industries.

Sustainability Assessment (Triple Bottom Line Reporting)

Effects Positive Negative

Environmental The recommendations included in the | There are no negative
Social Council’s submission, seeks to | implications in the
Economic ensure appropriate levels of revenue | Council endorsing the

are available to local government to | submission.
provide environmental, social and
economic  outcomes  for  the
community in accordance with
community values and priorities .

Financial implications for the Council

There are no direct financial impacts on the Council in endorsing this submission. The
recommendations in the submission seeks opportunities for additional revenue for the Council
to provide services to the community.

Legal and risk management issues for the Council
There are no legal or risk management issues in endorsing this submission.

External consultation
Discussions with the Western Sydney Region Organisation of Councils (WSROC) have been

held.

Conclusion
It is recommended that the Council endorse the submission presented in the separate

enclosure to this report.
ok ook ok sk ko e ok
Enclosure:  Blue Mountains City Council Submission to the Independent Pricing and

Regulatory Tribunal (IPART) on the Review of the Revenue Framework for
Local Government — Issues Paper July 2008
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