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Terms of reference

ASSESSING LOCAL GOVERNMENT REVENUE RAISING CAPACITY
Productivity Commission Act 1998

The Productivity Commission is requested to undertake a research study assessing
local government revenue.

In undertaking the study the Commission is to examine the capacity of local
government to raise revenue including:

. the capacity of different types of councils (eg capital city, metropolitan, regional,
rural, remote and indigenous) to raise revenue and the factors contributing to
capacity and variability in capacity over time;

« the impacts on individuals, organisations and businesses of the various taxes,
user charges and other revenue sources available to local government; and

« the impact of any State regulatory limits on the revenue raising capacity of
councils.

In undertaking the study the Commission is not to investigate the scope for local
governments to borrow.

The Commission is required to provide both a draft and a final report, with the final
report due within twelve months of receipt of this reference.

The report is to be published.

PETER COSTELLO
Received 5 April 2007
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Foreword

Local governments play an important role in Australian society through their
delivery of goods and services, and their regulation and planning activities. There is
considerable diversity among local governments in the services they deliver and in
the revenue they raise, though rates are their only tax instrument. The revenue
raised by local governments is clearly central to their financial sustainability and
ability to serve their local communities.

In this study, the Commission has been asked by the Australian Government to
examine the capacity of different types of councils to raise revenue and the factors
contributing to that, as well as the impacts of any regulatory limits on their
revenue-raising capacity.

In conducting its research, the Commission has drawn on information from
submissions, consultations with all spheres of government and other relevant
organisations and research groups, as well as an array of studies on the local
government sector. The Commission is grateful to the many people who have taken
the time to contribute to this study, including those who provided feedback on the
draft report.

The study was overseen by Commissioner Judith Sloan and Associate
Commissioner CIliff Walsh, with a research team led by John Salerian in the
Melbourne office.

Gary Banks AO
Chairman
April 2008
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