AINVIEL

To: Hon John Carey MLA, Minister for Local Government

Re: Local Government Act 1995 Reforms

25 February 2022

Introduction

AMEC appreciates the opportunity to provide a submission on the reforms of the Local Government
Act 1995 to highlight to Government several areas of concerns that exist in the Western Australian
Local Government rating structures on the mining and mineral exploration industry. This has been an
ongoing issue for the industry and AMEC. Previously, in 2019, AMEC provided feedback on the Local
Government Act Review 1995 to communicate this matter and the problems it creates for Industry.
However, the Local Government rating structure continues to place a significant burden on Industry,
disproportionate to the service provided.

About AMEC

The Association of Mining and Exploration Companies (AMEC) is a leading national industry
association representing over 460 members from all around Australia. Our members are explorers,
emerging miners, producers, and a wide range of businesses working in and for the industry.

The mining and exploration industry make a critical contribution to the Australian economy, employing
over 255,000 people, and in 2018/19 collectively paid over $39 billion in royalties and taxation. In
2019/20 resources companies invested $35 billion in new capital and generated more than $176
billion in mineral exports. $2.8 billion was spent on minerals exploration in 2019/20, representing an
18% increase from the previous year.

General Feedback

Local Government Authorities (LGAS) collect rates from property owners to raise revenue and provide
essential services and infrastructure to the community. Local rates are one of the primary sources of
revenue for LGAs. In Western Australia, the power of determining local rates has been delegated to
LGAs, with minimal oversight from the State Government. This power, combined with the strong
presence of the resources industry in WA, has resulted in situations where there is a perception that
LGAs take advantage of the resources industry.

AMEC has previously provided feedback to the Department of Local Government, Sport and Cultural
Industries (DLGSC) on this matter. In January 2018, AMEC and the Chamber of Minerals and Energy
of Western Australia (CME) commissioned Economics Consulting Services (ECS) to provide a report
on the way Local Government rates are set for mining and exploration tenements in WA. The report,
titted Local Government Rating of Mining Tenements (ECS Report), outlines the significant rate
burden being placed on mining and mineral exploration companies.

The ECS report made a wide range of findings and a total of 18 recommendations, all of which are
supported by AMEC. This report and an accompanying submission were provided to Government as
feedback on the Local Government Act Review 1995 — Phase 2. Since the ECS report was provided
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to the State Government in 2019, no change has been made to the rating structure or policy for LGAs.
The recommendations from the ECS report are provided at Appendix 1.

AMEC Recommendations

The current rating structure adopted by some LGAs is taking advantage of the mining and mineral
exploration.

AMEC continues to believe that the exploration and prospecting tenements in Western Australia
should be exempt from local government ratings, as is the case in Queensland, New South Wales,
South Australia and the Northern Territory. This approach is motivated for the desire to encourage
mineral exploration to discover new mining projects and realise that employment, economic and
social benefits that they bring.

However, AMEC recognises that the longstanding local government rating exploration and
prospecting tenements in Western Australia is unlikely to change because of the reliance on the
substantial revenue provided to regional and remote local governments.

With this in mind, AMEC is recommending that the State Government introduce changes that would
prevent local governments from continue to significantly ratchet up greater rate revenue from
exploration and mining companies without restriction.

AMEC suggests that the State Government adopt the below recommendations, to ensure this system
is fair and just.

1. Require Ministerial approval to impose a concession of greater than 15%

2. Focus rating setting on benefit to community by having the Minister reinstate
the Benefit Principle in rate setting, and having LGAs clearly publish benefit to
overall community when imposing concessions

3. Comprehensive Local Government financial information regarding sources of
rate revenue and details of expenditure should be publicly available online
through My Council portal.

4. Require LGAs to have representatives from high-rate revenue paying
industries as part of Rating Advisory Board to ensure adequate representation
and input into decision making.

Mining and Mineral Exploration

Currently, only a limited number of LGAs make a distinction between mining and exploration in the

structure of their rates. Bundling both mining and exploration under one rate type, usually labelled

“Mi ni nrg’7 Otdhhees not demonstrate an adequate understand
two activities. Mineral exploration work is typically more seasonal and temporary in nature, with lower

levels of fixed accommodation and infrastructure as a result. Where mine sites are large scale

operations, exploration activities can be as low impact as one geologist walking the ground to take
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samples. The activities that these exploration companies undertake, such as pegging, soil sampling,
drilling and airborne surveys, occur in remote areas and leave a small, if any, footprint.

Mining companies, on the other hand, are largely self-sufficient, generally, they use and maintain their
own services and infrastructure. Mine sites often have their own private roads, airports, electricity,
accommodation and recreational facilities such as gyms and pools, and consequently do not use
existing or require additional local government services.

AMEC recognises that all property owners are required to pay rates to contribute to the local
community in exchange for the services they use and the infrastructure they impact. However, it
should be noted that both mining and mineral exploration, often, have negligible impact on local
services and infrastructure.

Setting Rates

Rates are determined by land valuations, which are categorised as either unimproved value (UV) or
gross rental value (GRV). UV is the value of the land only and is typically applied to rural, pastoral or
vacant land. GRYV is the gross annual rental that a property is expected to earn annually if it were to
be rented and is generally applied to residential and non-rural businesses. Rates on mining and
mineral exploration companies are typically categorised as UV rates. In some cases, mining
companies may also fall under GRYV, this usually applies to mining tenements with substantial
accommodation villages and processing plants.

LGAs can choose to set differential rates. These rates are sub-categorised and differ based on the
characteristics of the land that is being rated. Numerous LGAs in WA adopt differential rates for
pastoral, mining, exploration and/or prospecting. The State Government defends the imposition of
di f fer ent gendrallyrt@ensers tha every landowner makes a reasonable contribution to the
rate burden.”

Currently, the only restriction that the State Government imposes on LGA rates structures is that the

hi ghest rate cannot be more than twice thetel owest r at
ECSreportf o u n d Loéchl &dvernment have been able to develop categories and rates at their

own discretion. This has led to significant inconsistency, and unjustified/unreasonable rate increases

targeted towards resources sector companies” .

UV Mining and Pastoral Rates

Most LGAs impose a differential general rate. This has permitted LGAs to charge the mining industry
inordinate rates, in comparison to other industries. Figure 1 below compares mining tenement rates to
pastoral rates for 16 regions that utilise differential rates. The difference is staggering and unjustified.

For most regions, mining rates are significantly higher than pastoral rates. Ashburton recorded the
highest mining rate, of 36.96 cents per dollar, almost six times the pastoral rate which is just 6.22
cents per dollar. In no circumstance is the pastoral rate is higher than the mining rate. Only Westonia

1 https:/iwww.dlgsc.wa.gov.au/department/publications/publication/rating-policy-differential-rates
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recorded a mining rate equal to the pastoral rate of 1.59 cents per dollar.

Figure 1: UV rates comparison for mining tenements and pastoral properties (cents per dollar)
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These types of numbers are hard to justify, and LGAs rarely undertake the effort to respond to the
concerns of mining companies, or to explain the rationale behind their rating strategies.

The current system does not provide an equitable outcome for the mining industry, especially explorers,
in comparison to other rate payer groups and industries.

GRV Mining Rates

In 2015, the State Government endorsed the Rating Policy: Valuation of Land — Mining (Rating
Policy).?2 The policy outlines the application of GRV to the resources industry. Under Section 5(1),
GRV mining land is limited to capital improvements for the purposes of accommodation, recreation
and administration, and for maintenance workshops within 100 meters of these facilities.

Recently, LGAs have been seeking to expand their revenue base through pushing the limitations of
the policy set.

In January 2021, The Town of Port Hedland provided notice of its intent to change the method for
valuation for mining land from UV to GRV. The justification is that the land is used for non-rural
services. However, this is not outlined in the Rating Policy as acceptable and requires approval from a
Minister.

While the Rating Policy does not prevent other capital improvements from being included or excluded
under GRYV, it is urged that the original intention of the policy is maintained. Th e Mi n pmovaéto ’ s a
have the valuation method in Port Hedland changed would set a dangerous precedent for other LGAs

2 https://www.dlgsc.wa.gov.au/department/publications/publication/rating-policy-valuation-of-land---mining
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to follow. It would be detrimental to the resources industry and further the inequity that already exists
with regards to rates.

Growth in Rate Revenue

Over time, the revenue sourced from rates has significantly increased. The past five years have also
seen a considerable spike in the rating set on mining and exploration tenements. The most notable, is
the Town of Port Hedland.

In 2016-17, Port Hedland budgeted for $4,105,569 from both GRV and UV rates from the mining
industry. In 2020-21, this budget increased by $26,667,115 (649.54%) to $30,772,684. In comparison,
pastoral rates increased from $135,584 in the 2016-17 budget to $244,914 in the 2020-21 budget.
This is an increase of $109,330 (80.64%). Table 1 demonstrates the rate revenue growth from 2016-
17 to 2020-21 budgets for both mining and pastoral tenements across 15 LGAs.

Table 1: Rate Revenue growth for mining and pastoral rates

Mining Rate Revenue Pastoral Rate Revenue
Council 2016-17 2020-21 Growth ($) 2016-17 2020-21 Growth ($)
Port Hedland Town $4,105,569 $30,772,684 $26,667,115 $135,584 $244,914 $109,330
Ashburton Shire $23,516,553 $36,371,703 $12,855,150 $384,576 $677,672 $293,096
Wiluna Shire $3,458,604 $5,460,805 $2,002,201 $142,124 $275,511 $133,387
East Pilbara Shire $6,144,600 $7,817,727 $1,673,127 $288,600 $716,272 $427,672
Kalgoorlie-Boulder City $4,186,638 $5,591,664 $1,405,026 $169,295 $232,894 $63,599
Coolgardie Shire $4,533,714 $5,655,115 $1,121,401 $139,898 $992,596 $852,698
Yalgoo Shire $1,625,375 $2,558,158 $932,783 $57,747 $69,377 $11,630
Menzies Shire $2,345,537 $3,208,967 $863,430 $61,180 $69,150 $7,970
Dundas Shire $1,228,361 $1,839,336 $610,975 $29,399 $71,907 $42,508
Meekatharra Shire $3,157,345 $3,583,564 $426,129 $264,991 $300,610 $35,619
Mount Magnet Shire $823,348 $1,150,633 $327,285 $40,544 $49,054 $8,510
Sandstone Shire $825,309 $1,025,113 $199,804 $40,286 $49,490 $9,204
Cue Shire $2,147,093 $2,235,105 $88,012 $42,660 $44,916 $2,256
Murchison Shire $340,301 $415,381 $75,080 $40,425 $50,016 $9,591
Westonia Shire $235,337 $272,634 $37,297 $570,270 $720,004 $149,734

Halls Creek had the second largest percentage growth from 2016-17 to 2020-21 for mining and
exploration rates. Over the five-year period, Halls Creek have increased their budgeted revenue for
rates for the mining and exploration industry by 62.6%, compared to 4.95% for pastoral tenements.

info@amec.org.au | 1300 738 184
www.amec.org.au




These figures underscore the reliance and burden LGAs are placing on the mining and mineral
exploration industry.

The Benefit Principle

The rates charged to the mining industry are significantly disproportionate to the services and
infrastructure used. In most cases, mining companies are self-sufficient, and exploration companies
are low impact. Often these companies require little access to the local services and infrastructure
that Local Government rates fund.

However, counterintuitively, some LGAs are almost completely reliant on industry to bear the costs of
establishing and maintaining these services and infrastructure. Analysis of the 2020-21 budgets for
different LGAs indicates that for some regional LGAs, over 59% of total revenue and 96% of rates
revenue were brought in from the mining and mineral exploration industry (Figure 2).

Table 2 displays the five highest regions for mining rates as a percentage of revenue. The figures are

as budgeted for the 2020-21 income year. Ashburton is the highest with 65.66% of revenue being

sourced from the mining industry. This is significantly disproportionatet o t he i ndustry’ s i mp:
services and infrastructure.

Table 2: Top 5 regions for mining rates as a percentage of total revenue

. Type of Individual Total Rate % Rate % Total

Council Total Budget
Rate Rate Revenue Budget Budget Budget
Ashburton Shire Mining $36,371,703 $42,138,000 86.32% $55,393,981 65.66%
Laverton Shire Mining $5,161,620 $5,508,900 93.70% $8,716,905 59.21%
Menzies Shire Mining $3,208,967 $3,562,400 90.08% $5,505,607 58.29%
Cue Shire Mining $2,235,105 $2,365,615 94.48% $4,438,366 50.36%
Coolgardie Shire Mining $5,655,115 $8,321,468 67.96% $13,136,824 43.05%

Mining and mineral exploration companies generally operate in remote areas, away from
communities. They carry their own equipment and provisions and have limited impact on the
community infrastructure and services provided by LGAs.

Despite this, mining and exploration companies are usually the highest rate payers in regional LGAs.
The mining and exploration industry are rated at consistently higher levels than other industries,
notably the pastoral and agricultural industries. This is at best unfair and unreasonable.

Analysis of 2020-21 Budgets for 17 key mining regions demonstrated a heavy reliance on the mining
and mineral exploration industry, compared to other rate payers (Figure 2). As shown, most LGAs
depend on the industry for more than 50% of their rate revenue. Six Shires brought in over 90% of
their rates revenue from industry alone, with Yalgoo recording the highest percentage of 96.38%. On
average, mining and exploration rates contributed 55.30% of total rate revenue.
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Figure 2: Mining rates revenue as a percentage of total rate revenue
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The Benefit Principle refers to the economicc oncept t hat each person or entit
government taxes that fund public goods should be proportional to the benefit they receive.

By reinstating the Benefit Principle in rating policies, the actual impact of prospecting, exploration and
mining activities on Local Government services could be fairly assessed, and rates set accordingly.
Application of the Benefit Principle during the rate setting process would ensure actual use of local
services and infrastructure by the resources sector is fairly assessed.

Exemptions for Exploration

Exploration companies (which hold rateable exploration tenements) rely on the ability to raise private
investment capital. These companies do not have a revenue or income stream, and do not operate
working mines to provide revenue or profit. These companies must convince investors to commit
money to support exploration and drilling programs in the hope of discovering a commercially viable
resource or economic deposit that can be developed.

Exploration or prospecting activity has little if any impact on land use, community infrastructure or
services. Often, these tenements go years at a time without on-ground activity while companies await
access or approvals and raise capital to support future exploration programs.

Seven Shires have set differential rates for exploration/prospecting and mining. Analysis of these
rates show that despite the limited impact explorers have on the local community, the rates remain
significantly high compared to other industries. Figure 3 compares the UV rates for
exploration/prospecting and pastoral across the seven Shires.
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Figure 3: UV rates for comparison for exploration/prospecting and pastoral (cents per dollar)
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In all cases, the rates for exploration/prospecting tenements are at least 80% higher than the rates for
pastoral land. Halls Creek had the highest difference in differential rates, with exploration tenements
rated at 0.2334 cents per dollar, 1983.8% higher than the rate for pastoralists of 0.0112 cents per
dollar.

The probability of an explorer finding an economic deposit from a greenfield exploration project is
estimated to be 1 in 1003. In Australia, it is then, on average, a further thirteen years between that
discovery and production. Until such time as a company is able to get a project developed into an
operating mine, only then does a revenue stream begin to flow. This follows a lengthy and expensive
exploration program, hundreds of millions of dollars in capital investment to build and commission the
mine before there is any opportunity to receive a return on its investment.

Exploration companies continue to pay a significant fees and others holding costs, during the lengthy
period of exploration and project development. Local government rates are a substantial and growing
additional cost for these companies.

Western Australia is the only State that imposes rates for exploration tenements. The ECS report
found that all other Australian jurisdictions have exemptions for rates for exploration tenements or
have some form of rate-capping in place. These policies exist to promote the development of the
resources sector, through actively encouraging exploration. The ECS report recommended that WA
phases in the exemption of prospecting and exploration tenements to promote the investment into
and development of industry. AMEC supports this recommendation.

Concessions on Differential Rates

Under Section 6.33(3) of the Local Government Act 1995 (the Act), Ministerial approval is required in
order for an LGA to impose a general differential rate more than twice that of the lowest differential
rate.

3 https://treasury.gov.au/sites/default/files/2019-03/C2014-011 Alexander Research.pdf
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Additionally, under Section 6.47 of the Act and subject to the Rates and Charges (Rebates and
Deferments) Act 1992, LGAs may resolve to grant concessions in relation to a rate or service charge.
Concessions can be offered by LGAs and subsequently applied for by ratepayers for a rate reduction
during times of financial difficulty.

Many LGAs are currently misusing their power to grant concessions as an alternative means to lower
the rates of pastoralists without having to seek the Ministers approval.

Case Study — Shire of East Pilbara

Since 2019-20 the Shire of East Pilbara has imposed two UV rating categories - UV —
Pastoral/Special Leases and UV — Mining/Other, which encompasses mining and exploration, as well
as any other tenements. In 2019-20, the East Pilbara Shire increased the rate for UV —
Pastoral/Special to be 50% of the UV — Mining/Other rate, as is legislatively compliant. This saw a
41% increase in the UV — Pastoral/Special rate from $0.06089 to $0.08590.

The Shire determined this increase was too significant and subsequently implemented a 23%
concession for pastoral/special leases. This was budgeted as a $102,549 loss in revenue and has set
a precedent for following years with the Shire implementing a concession for pastoralists ever since.

In 2020-21, a rate freeze was implemented in response to COVID-19 and the UV — Pastoral/Special
rate remained steady at $0.08590. Despite this, the Minutes of the May 2021 Council Meeting outline
a 55% concession for UV — Pastoral/Special.

In the 2021-22 budget, the Shire of East Pilbara increased the UV — Mining/Other rate by 64.67%.

The pastoral rate has also increased 64.67%, to remain at a rate half that of the UV — Mining/Other

rates. The Shire determined that this increase would place too great a burden on pastoralists and

provided all rate payers under the UV — Pastoral/Special Leases with a 63% concession, essentially
rendering the 64.67% increase irrelevant. The reason
consistency to gener al rat e t NiniglOthdr ratefayers,daveviern cr e as e s .
have been offered no concession and have been subject to the full impact of the increase.

The introduction of the 63% concession has brought the estimated concessional rate for UV —
Pastoral/Special tenements down to a rate considerably below of that charged to UV — Mining/Other
tenement holders. Despite the legislation requiring the lowest rate to not be more than 50% that of the
highest rate, through using concessions the Shire of East Pilbara have brought down the rate for UV —
Pastoral/Special tenement holders to an estimated 19% of the rate charged to UV — Mining/Other
tenement holders. This is further evident in the 2021-22 Budget, which predicts a total loss of
$549,481 in revenue from applying concessions to UV — Pastoral/Special tenements. This represents
a 54% loss in revenue from the budgeted revenue of $711,442 in 2020-21 (Table 4)

This use of concession is a deliberate evasion of the legislation. The Shire is requiring mining and
exploration companies pay greater rates while pastoralists and other ratepayers are not impacted.
The legislative reforms must fix this.
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Table 4: Total lost revenue with concession applied

2020-21 2021-22 2021-22 2021-22 Real
Rate Type Budget Budget Concession Revenue less Revenue
Revenue Revenue Discount concession Growth
UV - Pastoral/Special $711,442 $879,986 $549,481 $330,505 - 54%
UV = Mining/Other $7,786,277 $12,952,950 $0 $12,952,950 66%
Conclusion

Greater mineral exploration is needed to discover the mines of the future. In the long term, these
projects will create jobs, royalties and the economic and social benefits for regional communities and
the State.

The current local government rate structure is inequitable and unjust. Mining and mineral exploration
companies are being unfairly targeted by some LGAs needing to increase their revenue. It is
important to AMEC that this issue is addressed, so that this burden is not placed so heavily on
industry. We would welcome the opportunity to discuss this submission.

For further information contact:

Warren Pearce or Dayna O’ Leary
Chief Executive Officer Policy Adviser WA, SA & NT
AMEC AMEC

0407 057 443 08 9320 5150
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