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Thank you for meeting with representatives of the NSW Minerals Council (NSWMC) on 26 November 
and 14 December 2020. 

NSWMC supports carefully planned and considered reform of state taxation that is as neutral as 
possible between alternative businesses and uses of land, creates an environment that encourages 
productive and efficient mining investment, and provides medium to long term certainty. We also 
support the NSW Government position that "over the longer term, the property tax would be revenue 
neutral, collecting the same amount of revenue as stamp duty and land tax."' 

NSW mines operate in competitive global and domestic markets and need to retain a competitive 
edge if they are to continue to deliver benefits to all important stakeholders including the NSW 
Government and the people of NSW more broadly. 

Mining projects have economic lives measured in decades and are therefore exposed to risk of 
increased taxes and charges. A property tax regime that is competitively neutral and promotes the 
most productive use of limited land resources within NSW will foster the best outcomes. Tax reform 
that is based on sound principles will also stand the test of time and yield the most long-term benefits 
for the State and its residents. 

Mining operations are already exposed to a wide range of state and local taxes. This includes 
royalties, payroll tax, land tax, and various local government taxes as well as numerous others. It's 
therefore critical that any reform of the property tax system properly considers all taxes and avoids 
double dipping. 

It is understood that the proposed property tax would be based on the unimproved value of the land. 
For mining land, the unimproved value of the land includes the value of the resources within the land. 
Since the introduction of the `Perilya' methodology approach to land valuation this also includes the 
potential royalties generated by these resources. NSWMC and its members have raised strong 
concerns about this change repeatedly with the NSW Government, and this issue remains critical 
because landowners are not entitled to the royalties that are now included in the land value. 

1https://www.treasury.nsw.gov.au/sites/default/files/2020-11/NSW%20Treasury%20property°/020tax%20proposal%20Consultati 
on°/020Paper.pdf 
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The NSW Government must address the land valuation methodology for mining properties before a 
new property tax option is allowed to apply to mining land. This is discussed in further detail below. 

NSWMC is seeking clarification on the following key areas: 

1. Land valuation - clarification of the land valuation definition (and land valuation 
methodology) to address long standing concerns around how the value of the resource is 
included in the value of mining land, as well as consideration of how any current land tax 
exemptions will be applied in a property tax regime. This is a significant issue that needs 
to be addressed for mining land. 

2. Confirm existing land tax rates and land tax exemptions will not change —
confirmation that existing land tax rates (and exemptions) wil l be retained for the 
treatment of commercial and primary production land which was acquired under the 
existing duty / land tax system. 

3. Maintain "opt-in" option for mining land — Industry supports the proposed "opt-in" 
approach for the property tax system. Despite the threshold limits imposed in transition, 
we are seeking further clarification around the timeframes for the opt-in to the new no 
duty/property tax option to all transactions without thresholds. This wil l help secure the 
anticipated economic productivity benefits. 

4. Principle of tax equity - Despite existing levels of property taxation, the NSW 
Government should set realistic goals for achieving some measure of equality in property 
taxes between alternative land uses to prevent discrimination between alternative uses. 

Mining is a land-based industry and NSW transfer and landholder duty weighs heavily on industry 
acquisitions, as it does in other jurisdictions. This adds to the cost of investment and transfer of mining 
assets, thereby inhibiting the efficient movement of mine assets to the most productive use. 

In addition to the land directly associated with active mining operations, companies hold other "buffer" 
and/or "offset" landholdings. This land is typically required through conditions of the development 
consent, which is a statutory requirement, or as a means to mitigate environmental impacts (e.g. 
noise or dust) and environmental impacts (e.g. biodiversity offsets), which again are statutory 
requirements. These lands are often exempt from land tax. In the case of buffer land, exemption is 
available if the dominant use is for primary production. 

In some circumstances, a move away from upfront duty on mining land, mining rights and associated 
plant & equipment to annual property taxes could have a positive impact on industry efficiency, 
provided it is levied on the right base and at a rate reflective of the cost of government services 
provided for mining land and its owners. This would secure the economic and productivity benefits 
sought by the NSW Government, while maintaining a revenue base in the medium to long term. We 
understand, however, that "in the initial years of the reform" price thresholds will likely preclude some 
mine and mine land transactions from opting-in to the new regime because they are likely to be at the 
higher end of the transaction value scale. 
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Should new thresholds be in place that preclude high value mine land transactions being able to 
"opt-in" to the new property tax regime, our industry is seeking confirmation that the NSW 
Government would apply the transitional arrangements to al l land acquisitions. This would involve the 
retention of existing land tax rates and exemptions for commercial land acquisitions that pay transfer 
or landholder duty (the status quo). 

For example, properties associated with mining are often exempt from land tax for a range of reasons 
including: 

• The value of the coal resource - for land tax on land used for coal mining, section 9BA 
of the Land Tax Management Act 1956 (LTMA) effectively reduces the land value of 
land within a colliery holding by the amount the "presence of coal in that parcel 
increases the value". 

• Rural zoned land located in areas of affectation acquired under development consent 
requirements of the Environmental Planning and Assessment Act 1979, which is 
typically used for primary production purposes under agistment or lease arrangements 
(s.10AA LTMA2) 

• Land subject to either biodiversity stewardship agreement or conservation agreement 
purposes as required under the Biodiversity Conservation Act 2016(s.10(p) & s.10(p1) 
LTMA) 

NSWMC is also seeking clarification on how the existing land tax exemptions under the LTMA will be 
treated under a proposed property tax regime. 

Looking forward, our industry is seeking confirmation that the NSW Government will retain an "opt-in" 
approach to the new property tax regime for all levels of property and commercial transactions. We 
also seek confirmation that any new "property tax" rates will not be applied retrospectively to 
pre-transition acquisitions. This wil l provide for a fair transition for both residential and commercial 
sectors. 

Tax base — Land value definition 

With the proposed transition away from up-front duty on acquisitions of land and mine assets to 
annual property taxes, it is critical that the NSW Government addresses the existing issues exposed 
in recent court cases that attribute the value of minerals owned by the Crown (State) to the owners of 
mining land. 

If the definition of land value and associated land valuation methodology (commonly referred to as the 
Perilya methodology) for mining land remain unchanged, and a "property tax" is opted into, or 
eventually imposed on acquired mine site land, it would have the following consequences: 

2 In paragraph 30 of Land Tax Ruling LT097v2, the Chief Commissioner accepts that land may qualify for the primary production land 
exemption if the owner permits another person to conduct primary production activities under a lease or licence. 
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• Double taxing - Companies will pay both royalties and annual property taxes on the value 
of the same minerals contained within mining leases as though they were the owner of 
the royalty stream for which they have an obligation to pay. 

• Excessive taxes — Land valuations for mine sites based on the current methodology have 
resulted in dramatically inflated values (see below). The application of a 2.6% property 
tax rate could be cost prohibitive meaning mining land would unlikely "opt-in" to the 
scheme. 

For example, after the introduction of the new land valuation methodology for mine affected land in 
2017, land valuations increased dramatically3: 

• Narrabri mine site - $5 million in 2015, now valued at $130 million in 2019 (coal) 
• Gunnedah mine site — $7 million in 2016, now valued at $53 million in 2019 (coal) 
• Muswellbrook mine site - $14 million in 2016, now valued at $180 mill ion in 2019 (coal) 
• Singleton mine site - $16 million in 2016, now valued at $135 million in 2019 (coal) 

The current definition and increased land values has resulted in some councils using this as a basis to 
increase the quantity of rates obtained from its mining category without any commensurate increase 
in services. There have also been increases in land tax for metals mines. Since 2016 the mining 
industry has repeatedly sought action from the NSW Government to address this issue. 

Correcting the property tax base of unimproved land value is a critical step in implementing the NSW 
property tax reform. At a minimum, we are seeking confirmation that the "opt-in" approach will be 
maintained for mining sites. If it is intended to make the property tax system mandatory for all property 
transactions in the future, mining land should be exempt until issues around the land valuation 
definition and methodology have been resolved to ensure the impacts are neutral. NSWMC and its 
members would be happy to work with the NSW Government to address this issue. 

Tax rate 

The indicative rates of property tax shown in the table on page 19 of The NSW Budget 2020/ 2021 
Consultation Paper are not neutral between the alternative uses of land, with 'commercial property' 
such as that used for mining attracting the highest rate at 2.6% of the unimproved value of land. This 
will place a disproportionate burden of the property tax on commercial users of land such as miners. 
As stated on page 50 of the Final Report of the Thodey Review, "This can be inequitable and create 
distortions, such as between land uses or between small and large firms, which reduces productivity". 

The value of mining land is not a fair measure of the NSW Government services used by or accruing 
to the mine owners under the beneficiary pays principle. This was an important attribute of the 
property tax system cited by the Thodey Report (see page 42). Industry participants either own or pay 
commercial rates for necessary services and infrastructure (i.e. rail and ports), and pay additional 
amounts to local councils for road maintenance on the approaches to mine sites or under voluntary 
planning agreements. 

3 Valuer General website 
https://portaLspatial.nsw.govau/portal/apps/webappviewer/index.html?id=2536c8e4882140eb957e90090cbOef97 
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In some instances development consent can oblige miners to acquire and develop residential property 
in townships in proximity to the mine operations. In this regard, we draw a distinction between the 
regional mine workforce who reside near mine sites and who will separately be able to opt-in and pay 
property tax under the new regime at residential rates and industrial or commercial land use. 

Despite the current levels of property taxation, the NSW Government should set realistic goals for 
achieving some measure of equality in property taxes between alternative uses of land to avoid 
embedding discrimination between uses. These are the principles upon which the Thodey Report 
was based. 

Request for Information 

During the meeting on 26 November, Treasury requested information on the number of mining 
properties that had changed hands annually. It was suggested this may be less than the average 6% 
turnover applicable to NSW residential properties. 

NSWMC is not aware of any readily available data that would enable us to meet this request. It may 
be possible that this information is available from within the NSW Government. Anecdotal feedback 
from some member companies suggests the rate of transactions for the coal industry in the Hunter 
Valley may be higher than 6%, with many Hunter Valley mines being transferred, both at the asset 
and the corporate level. Duty is paid on both. 

NSWMC and its members welcome the opportunity to continue to discuss these reforms with you. 

Yours sincerely, 

CHIEF EXECUTIVE OFFICER 
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