NSW Premier of New South Wales

GOVERNMENT Minister for Western Sydney

Dr Peter Boxall AO

Chairman

Independent Pricing and Regulatory Tribunal
PO Box K35

HAYMARKET POST SHOP NSW 1240

o
Dear Dr P&an

Pursuant to section 9 of the Independent Pricing and Regulatory Tribunal Act 1992, | am
writing to request the Tribunal undertake a review of the Local Government rating system in
accordance with the attached Terms of Reference.

The implementation of an efficient and equitable rating system is a key component of the
Government's Fit for the Future reforms, and will ensure all councils are able to implement
sustainable fiscal policies and reforms over the longer-term.

Critically, the Tribunal's review should seek to recommend a legislative or regulatory
approach to support the Government's policy of freezing existing rate paths for a period of
four years for councils that merge as part of the Fit for the Future process.

An interim report outlining options and recommendations to achieve this commitment should
be provided to the Minister for Local Government within six months. A final report addressing
all aspects of the terms of reference should be provided to the Minister within 12 months.

Should you have any questions or wish to discuss this matter further, please contact
Mr John Clark, Executive Director, Local Government Reform on 9228 3570 or
john.clark@dpc.nsw.gov.au

Yours sincerely

MIKE BAIRD\MP
remier '

Encl: Terms of Reference, Local Government Rating System in NSW
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Terms of Reference
The Local Government Rating System in NSW

I, Mike Baird, Premier of New South Wales, approve the provision of services by the
Independent Pricing and Regulatory Tribunal (IPART) under section 9 of the Independent
Pricing and Regulatory Tribunal Act 1992 (IPART Act) to the Minister for Local Government
for the review of the local government rating system in accordance with these ‘terms of
reference’.

General

IPART is to undertake a review to identify and make recommendations for potential
reforms to the rating system for local government in NSW. These recommendations will
aim to:

* Enhance the ability of councils to implement sustainable and equitable fiscal policy
and

* Provide the legislative and regulatory approach to achieve the Government’s policy
of freezing existing rate paths for four years for newly merged councils.

In investigating and making recommendations for this review, IPART is to consider:

a) the performance of the current rating system and potential improvements, including
consideration of:

e the rating burden across and within communities, including consideration of
apartments and other multi-unit dwellings;

 the appropriateness and impact of current rating categories and exemptions,
mandatory concessions and rebates;

 the land valuation methodology used as the basis for determining rates in
comparison to other jurisdictions;

e the impact of the current rating system on residents and businesses of a
merged council and the capacity of the council to establish a new equitable
system of rating and transition to it in a fair and timely manner.

e the objectives and design of the rating system according to recognised
principles of taxation.

b) current examples of municipal best practice rating policies and schemes;

c) the impact of the current and alternative frameworks for the rating system on
communities and businesses and their capacity to pay; and

d) any other matter IPART considers relevant.

In undertaking its review under these Terms of Reference, IPART is to take account of:



e the importance of Integrated Planning and Reporting in determining the revenue
required to deliver services and infrastructure;

e the current financial sustainability of local government in NSW, including the
findings and deliberations of the NSW Treasury Corporation report Financial
Sustainability of the NSW Local Government Sector, 2013;

e the findings and deliberations of the Independent Local Government Review Panel
and subsequent Government response;

e the NSW Government'’s policy of encouraging urban renewal; and
e the NSW Government's commitment to protect NSW residents against excessive rate
increases and to providing rate concessions to pensioners.

Public consultation

IPART should consult with relevant stakeholders and NSW Government agencies by
releasing an Issues Paper and Draft Report for their review on the IPART website. IPART
should also consult with the Fit for the Future Ministerial Advisory Group.

IPART may also hold public hearings for the purposes of this review.

Timeframe

An interim report with recommendations on the legislative and regulatory approach to
achieve the Government’s policy of freezing existing rate paths for four years for newly
merged councils should be submitted to the Minister for Local Government within 6
months of signing of the Terms of Reference.

A final review report should be formally submitted to the Minister for Local Government
within 12 months of signing of the Terms of Reference.
Governance

IPART should provide progress briefings at regular intervals or as requested to the Chief
Executive, Office of Local Government.

The Minister for Local Government will decide on the timing of release of the final report.

Supporting information and recommendations

IPART is to collect relevant material and data to establish the impacts to councils,
communities and NSW of the current rating system, and to provide reasons for any
recommendations for reform.



Background

The Independent Local Government Review Panel (Panel) made a number of
recommendations regarding general reform of the local government system in NSW,
including options to strengthen the revenue base of local government.

As part of its response to the Panel, the NSW Government has agreed to commission IPART
to undertake a further review of the rating system reflecting on issues raised by the Panel
regarding the equity of the current system.

The Government also committed to introduce a new Local Government Act from 2016. This
review will inform the rating provisions in the new Act.



