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RESPONSE

Emergency Services Funding Reform Options Paper

Introduction

The Country Mayors Association of NSW (CMA) represents 89 councils located in remote, rural and
regional NSW as well as five associate members. The CMA’s goal is to promote and advocate for our
Member Councils and the communities they represent across a broad range of matters as well as for
Local Government sector as a whole.

In operation for over 45 years, the CMA looks to create genuine, respectful and productive
relationships with State Government to empower, engage, promote and deliver positive outcomes
for regional NSW.

The CMA agrees that reform of the current Emergency Services Levy (ESL) is long overdue. The
current system places an unfair burden on insured households, who pay directly through their
insurance levies and again through the opportunity cost that results from their local council meeting
11.7% of the cost from council’s consolidated revenue.

Therefore, the CMA welcomes the Options Paper (“the Paper”) and its commitment to a fairer, more
sustainable, more transparent approach. The CMA agrees with the key reform objectives to:
e Reduce insurance costs for householder by replacing the ESL with a fairer levy spread across
all property owners;
e Protect pensioners and other vulnerable members of the community form further cost-of-
living pressures; and
e Ensure a revenue-neutral model that sustainably funds our emergency services agencies.

The CMA notes that NSW is the last mainland state to transition to a property-based levy. Our
Members agree that compared to the ESL, a levy based on fixed charges on land values will improve
the efficiency of emergency services funding.

We agree that the approach provides for more equitable outcomes and avoids distorting the
insurance market. In addition, the approach addresses the loss of opportunity that results when
councils are forced to meet 11.7% of the total ESL as an expense against their consolidated revenue.



The CMA and its Member councils expect that once the new regime is introduced, that calls on the
local government coffers to meet part of the costs of State emergency services’ agencies will
immediately cease.

General Comments on the Proposed Approach

The CMA has reviewed the Paper and has sought the opinions of its membership. Based on the
feedback received the following comments are provided:

e The Levy on unimproved property values.
The use of unimproved property values is supported, the CMA believes that this is the most
equitable approach as it treats vacant landowners the same way as those that have undertaken
capital improvements. We note and agree with the Paper’s statement on page 21 that:
“..there is no single measure that serves both as an efficient and practical revenue base and
that accurately represents a property owner’s capacity to pay”

However, some of our Members have questioned the treatment of farming enterprises, where
the land farmed takes in multiple land titles, with the land often adjoining and treated for
operational purposes as a single holding. Will the farming enterprise be expected to pay the levy
multiple times depending on how many property titles the farm operates over?

Our Members have raised time and again, the assumed nexus between high unimproved
property values and the ability for a landowner to pay higher levies. While our Members
appreciate the simplicity of this approach, the reality can be vastly different. Consequently, the
CMA strongly supports the Government continuing to undertake scenario planning in order
groundtruth the assumptions that are included in the Paper and that may arise through these
consultations.

e Address bracket (tier) creep.
Hand-in-hand with the above, is the need for the new system to properly address bracket creep.
We know that unimproved property values increase and they do so passively —the landowner
generally, unless there is a subdivision, takes no active role in that increase.

Therefore, the new system will need to reassess the levy tiers every year to ensure they properly
reflect passively increasing land values. Some Members have suggested that the land value
thresholds for each tier be indexed annually to mitigate bracket creep.

We state again, just because the unimproved land value is high, this does not mean that the
landowner has a greater capacity to pay.

e The Levy must be collected by the State directly through Revenue NSW.
The CMA and its members do not support any scenario where councils bear the administrative
burden of operating the new arrangements. There has been some suggestion that the Levy could
be included as an additional line item on council’s rates’ notice. This approach is categorically
opposed by the CMA and its Members.



The CMA does not support this proposal because of its lack of transparency. If the Levy is
included in the rates’ notice, many residents will assume that it is money going to the council
and not to the State. The Levy must be collected through State Revenue so that it is clearly
labelled a State charge.

In addition, this clearly makes the State Revenue responsible for chasing bad debts as well as
determining who qualifies for the application of hardship provisions and which residents are
able to benefit from pensioner discounts. This is a State-based charge and must be administer by
the State.

The proposed sectoral contributions and their contributions.

The CMA agrees with the proposed split of 49.3% from residential and the balance from Non-
residential (with safeguards for farm and public benefit properties) Commercial (19.1%)
Industrial (24.2%) Farm (5.5%) and Public Benefit (1.9%). However, we would support Mining
being included as an additional sector, separate from Industrial, where it is currently captured.

However, the CMA would like to see modelling that includes a fee derived from motor vehicles,
perhaps levied through CTP insurance. Car and truck accidents rely heavily on emergency
services, and it seems reasonable that part that motor vehicle owners should contribute to the
cost of those services.

The Levy should contain provisions for hardship and for pensioner discounts.
The CMA supports the proposals to include hardship provisions and pensioner discounts. The
determination of the application of both should be the State’s responsibility.

Our Members believe that hardship provisions should encompass owners of non-residential
property such as small business and farmers.

The Levy should not apply for Government Land is supported except where the land is used by
a State-owned, profit-making enterprise.

The CMA expects that Government Land will include land owned and/or managed by Local
Government.

The CMA does not support the exemption on Government Land to be applied to land used by
State-owned corporations for example Essential Energy and Forestry NSW. We believe that
where a State-owned corporation is expected to generated profits then the principle of
competitive neutrality demands that those entities be required to pay both the rates and levies
that apply to the land they own.

The Government must monitor insurance premiums to ensure they actually drop in price as a
result of the changes.

Our Members are concerned to ensure that the savings that will be derived from the change are
passed through by insurance companies to their customers. We note that the Government has
legislated the Emergency Services Levy Insurance Monitor Act 2025 (“ESLIM Act”) which provides

3



IPART with an oversight function to monitor the impact of the reform on insurance prices. Our
Members strongly support this independent monitoring role.

e Local Government should not be left bearing any costs for administering the new system.
The CMA is seeking assurances that the administration of the new system will not be shifted
onto councils. Additionally, we seek a guarantee that if Local Government has any administrative
tasks imposed upon them as a result of the change that they will be fully compensated for the
cost, and that the compensation is indexed, annually.

e Transitional arrangements are put into place that protect consumers.
Where modelling indicates that landowners will pay more than 10% above what they currently
pay, transitional arrangements are put into place whereby the State meets the cost increase for
the next 5 years.

This could effected by placing a ceiling on the contributions made by landowners. We note that
the framework proposes both a minimum contribution and a ceiling, the CMA supports the use
of both.

e Separation of Mining properties from the industrial sector.
We note that the treatment of mines is still under consideration. The CMA would support their
removal from the industrial sector and the activity treated separately. The CMA believes that
separating mining properties from the broader industrial sector would avoid disproportionate
impact on non-mining industrial properties.

The CMA would support the creation of an additional property sector “Mining”.

e Consider whether the Motor Vehicle owners should make a small contribution.
The Levy is not applied to Motor Vehicles, as is the case in some other States. In 2024, Transport
for NSW reported that there were almost 6.2 million motor vehicles registered in NSW?. As
motor vehicle accidents can require attendance from all three emergency services, it is not
unreasonable to ask for a contribution towards their operations.

Transport for NSW reported that in 2024 there were 13,177 crashes in NSW resulting in 16,404
casualties.? We suggest that for the motor vehicle crashes that were rated fatal, serious or
moderate injury (10,123 crashes) at least one of the emergency service agencies funded through
the Levy would have been in attendance.

The CMA believes it is worthwhile modelling the level of contribution that could be realistically
collected from motor vehicle owners, perhaps through the CTP insurance process. For example,
a small flat fee of say $25 per motor vehicle would raise $155 million per annum. The approach

! Transport for NSW, Road Traffic Casualty Crashes in NSW,
https://www.transport.nsw.gov.au/system/files/media/documents/2025/crs crashstats 2024.pdf pg 16.
2 |bid. pg 25
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would share the burden of the provision of emergency services further, while still ensuring that
those who use them are contributing towards their cost.

e Oversight of Emergency Services Agencies’ Budgets.
The CMA believes that the change in the funding offers a unique opportunity to introduce more
oversight to budgeting by the agencies. We note that while councils, through the rate peg have
been forced to curb expenditures, budgets for emergency services have risen exponentially. For
example, the Rural Fire Service budget has risen to $326 million in 2015/16 to $807 million in
2024/25.3

We note that one of the design principles for the new levy is cost recovery. The CMA strongly
supports this. However, we believe that of this is to genuinely be achieved, then independent
oversight is critical. The CMA supports IPART providing budget oversight for all three emergency
services agencies, in the same way that it provides oversight for local government, water and gas
providers.

Levy Model Options

The CMA surveyed its Members to ascertain their opinions of the five levy model options. We
understand that the list was not exhaustive and the options were intended to provide instructive
examples of the high-level design framework.

Approximately one-third of the membership provided feedback on the Options, with Option D
clearly finishing as most preferred. The CMA appreciates the time the Government has devoted to
providing the projected levy amounts contained in Table 8 of the Paper. Our Members have found
this valuable in assisting them to reach an opinion on the best way forward.

Below we provide some of the feedback we received from Members on each of the options.

Option A: Four tiers of fixed charges

Our Members agreed that this model is simple and straightforward. It provides the transparency
that the Government is seeking. We believe it provides the most effective balance between equity,
simplicity, transparency, administrative efficiency and public understanding.

However, its lack of nuance may be its downfall as the four tiers do not recognise the complexity of
the NSW property ownership. Our Members have also expressed concern that the broad land values
may result in significant variations in capacity to pay within individual tiers.

In addition. the Option does not fully address certain equity concerns, particularly in relation to
regional impacts and differences in property types and therefore may need to be implemented with
complementary measures such as the discounts in Option D or the suggested residential unit
surcharge from Option E.

3 NSW Fire Service, Annual Reports, https://www.rfs.nsw.gov.au/resources/publications/annual-reports
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Option B: Four tiers of fixed charges with greater escalation

Members advised that they understood the goal with this Option was to protect people with the
least capacity to pay. The model is straightforward, adding an addition fee to landowners with the
high land value allowing contributions to fall for those with the lowest land value.

The high value landowners are cross-subsidising the low value owners which may result in a greater
concentration of costs on a relatively smaller proportion of property owners. This could result in
disproportionate impacts on higher value properties, particularly in regional areas where land values
may be higher but income or business capacity does not align. This is especially relevant for regional
commercial and industrial land owners who may already be exposed to significant increases under
the broader reform.

Our Members have consistently provided feedback that higher property values do not automatically
result in improved capacity to pay. There are many rural, commercial and industrial properties that
are high in value but whose owners struggle with cashflow.

We also know that properties that have been held for a considerable time in a single family have
inevitably increased substantially in value, while at the same time capacity to pay may have
decreased, particularly if the owner has moved from full-time work to retirement.

There are genuine concerns that this approach may be based on assumptions that are not “fair”.

Option C: Six tiers of fixed charges

Members expressed the opinion that this Option, by adding the extra tiers, is a more complex
approach. The additional tiers are likely to result in smoother transitions between the tiers and
consequently a more equitable distribution of costs. There is concern about the additional
complexity that the model would bring, however this is likely to be outweighed by the improved
fairness of the model.

As with Option B many of our Members expressed concerns about the underlying assumption that
the more expensive the property the greater the capacity to pay a higher levy.

Some members have supported the principle of additional commercial industrial and value tiers. The
suggested additional tiers would better reflect capacitive pay and significantly reduce levy shocks for
regional employers while maintaining the simplicity of the broader framework.

Option D: Fixed charges with regional discounts

As stated above this Option is strongly supported by our Members. Regional discounts recognise the
lower level of emergency services provision many living in remote, rural and regional areas of NSW
experience.

On the surface it appears that this approach might be providing remote, rural and regional
landowners with “special treatment”, however we argue that this is not the case. The discounts
recognise a service reality — if service access, service density and response capability are different,
which they are in remote, rural and regional NSW, then the charging model should reflect this.
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Regional discounts, particularly for land used in primary production are important. While many
agricultural properties have relatively high unimproved land values these values do not necessarily
correspond with the landholders capacity to pay. Regional discounts may assist in recognising the
unique circumstances of rural and agricultural communities.

Our Members would like to be consulted when the Government formulates the definitions that will
determine the quantum of the regional discount. We note that the Paper is suggesting 20% for
regional town/city, 40% discount for properties in large rural areas and 50% for large rural areas, (pg
51) our Members would like to be part of the discussion that determines the final definitions.

We understand that this Option is consistent with what is already happening in Queensland,
Western Australia and South Australia.

Option E: Fixed charges with surcharges by property type.

Our Members recognise that this option, which in part,targets multi-unit dwellings will have little
practical application in remote and rural areas but could be important to our regional cities. Again,
we believe financial modelling is the key to determining whether Option E would work in non-
metropolitan NSW.

Our Members have expressed concerns that this model may generate inequities because of its focus
on property type. Additional property type surcharges may be seen as arbitrary and could
complicate administration and communication. They could also unintentionally dampen the
development of multi-unit dwellings because of the increased costs of owning these types of
properties.

We note that this option includes the proposal for a separate levy for mining properties, As stated
above the CMA supports this approach. We agree with the statement in the Paper that “carving out
mining properties from the industrial sector allows for the design of a levy model that better
represents he ESL contribution for each sector.” (pg 67)

Conclusion

The CMA welcomes the opportunity to provide a response to the proposed reforms. As stated above
we have canvassed our membership for their thoughts and ideas. Our submission is built on that
feedback.

Our Members have overwhelmingly supported Option D, however, most want to see more
modelling, more clarity and more discussion before finally committing.

The CMA would be pleased to work the Government on developing the proposals further and in
discussing the issues that we have raised above. We believe that reform of the emergency services
funding is overdue and we are committed to contributing to the discussion that will implement the
much needed reforms.



